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Due to the significant dilution that would occur as a result of the Company’s current low stock price, on April 3,
2009, the Board of Directors voted to terminate the restricted stock unit plan for non employee directors for 2009 only.
The Board then adopted a compensation plan, in addition to any past plan and not in lieu thereof, to consist of (i) the
annual cash retainers and cash chair supplements, payable quarterly, as the sole form of directors’ compensation
program for 2009 and (ii) a cash retainer component in an amount equal to 50% of the sum of the annual retainer and
chair supplement, if any, with such retainer to be paid 40% (of such 50%) at the end of the fourth quarter of 2009 and 60%
(of such 50%) payable at the end of the fourth quarter of 2010. For the six months ended, June 30, 2009, the Company
has recognized $174 in Directors compensation under the new plan.

On March 12, 2009, the Company's Board of Directors approved an additional 550,000 option grants for senior
management as part of an annual compensation review when available. These options will have a three year vesting
period. As of the date herein, the options have not been awarded.

Note 19 — Subsequent Events

On July 15, 2009 the PUCO issued its ruling on the new electricity supply agreement between the Company and
AEP. The Commission made several modifications to the application filed by the Company before approving the contract.
As modified by the Commission, rates billed to the Company by AEP-Ohio for the balance of 2009, will reflect an annual
averaged rate of $38 per megawatt hour (MWh) for the periods the Company was in full production, $35 per MWh when
the Company curtailed production to 4.6 potlines and $34 per MWh when the Company curtailed production to 4 potlines.
The Company must maintain its employment levels at 900 employees for calendar year 2009 to have access to the $35
per MWh and the $34 per MWh rates. All of these rates are a fully delivered price. The Commission also ordered AEP to
refund the remaining deposit of $7.0 million held by AEP, elimination of the prepayment terms and granting standard
payment terms similar to other large industrial customers

For calendar years 2010 through 2018, the Commission approved the link of the Company’s rate to the price of
aluminum as reported on the London Metal Exchange, but modified the agreement to include a maximum electric rate
discount for the Company and a maximum amount of the difference between AEP Ohio's tariff rate and the rate paid by
the Company that AEP-Ohio ratepayers will be expected to pay.

During calendar years 2010 and 2011, the Company will receive up to $60 million in electric rate discount if the
aluminum pricing on the LME falls below targeted levels. The targeted LME price is calculated to provide zero free cash
flow based on the electric rate for large industrial customers in force at the time of the calculation. This discount will be
subject to adjustment if employment levels at the facility fall below 650 employees.

There have been requests by interveners for a rehearing on specific aspects of the July 15 PUCO order. On
August 24 the Company filed a request for the PUCO to dismiss the requests for rehearing. A ruling from the PUCO is
expected within the next 30 days. Due to the rehearing requests the Company cannot predict if and when a new electrical
supply agreement will be in place, or if the terms of the final agreement will be the same as originally ordered by PUCO on
July 15, 2009.

On July 20, 2009 the Company received a preliminary award from the International Centre for Dispute Resolution
(the Tribunal) and the final award on August 14, 2009 regarding the Company’s contractual dispute with Glencore. The
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Tribunal awarded monetary damages to the Company of approximately $30,800. The Company received the amount on
August 20, 2009. In addition, a letter of credit for $3,000 posted previously by the Company was canceled by order of the
Tribunal. This reduced the outstanding amount of letters of credit against the revolving credit agreement to $5,883 on
July 28, 2009. The ruling relieved Glencore of any further obligations to deliver alumina under the terms of the tolling
agreement. The Company will convert the remaining Glencore owned alumina under the terms of the tolling agreement
during August 2009, as well as fulfill other close out obligations required under the tolling agreement and Tribunal order.
As a result of the award, the Company reduced operations further to four potlines on August 4, 2009.

Due to the ending of the tolling agreement with Glencore, the Company began procuring its own alumina during
the month of August, 2009 and selling its production on the open market beginning in September, 2009. The Company
has been able purchase sufficient alumina and is working on logistics to prevent any further disruption of operations upon
exiting the tolling agreement with Glencore. In addition, the Company has sold on a pre priced basis, all of its production
for the remainder of the 2009 third quarter and approximately 41% of its 2009 fourth quarter production. An additional
24% of the 2009 fourth quarter production will be sold at market prices. The Company expects to operate four potlines for
the remainder of 2009.

On August 28, 2009, the Company and its Lenders executed Amendment 11 to the credit agreement. This
amendment revised the molten production covenants to reflect the 4 potline operating level for the balance of 2009,
increased the unused line fee percentage to 0.675%, and established a minimum floor for Eurodollar based loans at 2%.

Note 20 - Management’s Plans

The Company has sustained significant losses since emergence from Chapter 11 bankruptcy reorganization on
April 1, 2005 through December 31, 2008. The effective rate of the Glencore tolling agreement was above the equivalent
market price for aluminum during the fourth quarter of 2008 and continued through the first and second quarter of 2009.
The rapid decline in the price of aluminum has resulted in substantial losses within the industry and the curtailment of
operations at numerous competitors' smelting facilities and alumina refining facilities around the world. As a result of the
arbitration award disclosed in Note 19 above, the Company will be selling its production on the open market beginning
September 2009 for the remainder of the year. For the period from April 1, 2009 through September 3, 2009 the three
month forward LME price for aluminum has increased by 35.4%. In spite of the reduced power rates available from the
July 15, 2009 PUCO order, if the market price of aluminum does not significantly increase by the end of 2009, the
Company believes that it may not be able to operate profitably in 2010.

Additionally, with the Company's current revolving credit facility expiring on February 14, 2010, there can be no
guarantees that the Company will be able to secure replacement financing, which could leave the Company with a serious
liquidity shortfall if it is not able to raise additional liquidity from alternative sources.

Going forward, the main assumptions for the Company’s plans for the remainder of 2009 and 2010 include:
e operation of 4 potlines, reducing costs and realizing the sale of substantially all of its production for the

remainder of 2009;
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¢ negotiation of a one or more alumina supply and metal sales agreements (including possible tolling
agreements) for 2010;

¢ execution of a final contract implementing the power agreement approved by the Public Utilities
Commission on July 15, 2009 which includes receiving normal credit terms of 21 days in arrears
compared to paying twice a month in advance and the return of the $7 million deposit;

e the sale of the Marine Terminal in Burnside, La. which has been classified as an asset held for sale.

¢ successfully renegotiating the labor contract at Hannibal, OH and

¢ refinancing of the Company’s debt position which expires during 2010.

The Company believes that it will be able to successfully negotiate and implement these items. In addition, if the
Company is forced to further reduce operations at the Hannibal, Ohio smelter, the proceeds from the marine terminal sale
and achieving standard credit terms with the return of the deposit from AEP will provide the Company with the additional
liquidity necessary to operate into 2010.

53



Exhibit B
Ormet Corporation
Management Discussion and Analysis
June30, 2009

Results of Operations for the three and six months ended June 30, 2009

Results of Operations for the three months ended June 30, 2009

Net Sales from Continuing Operations- Net sales from continuing operations for the three months ended June
30, 2009 were $116.1 million compared to $133.7 million for the same period in 2008. The decrease is primarily attributed
to the reduction in operations the equivalent of approximately 4.6 potlines for the month of June and part of May 2009 and
significantly lower LME prices for non toll sow sold for the three month period ended June 30, 2009 versus the same
period in 2008. Total volume of sow sold was 60,154 metric tonnes (tons) and 66,958 tons for the three month period
ended June 30, 2009 and 2008, respectively. Toll revenue in the second quarter of 2009 totaled $106.2 million, a decline
of $9.9 million from revenue of $116.1 million during the same period of 2008. Non-toll sow sales declined to $8.6 million
during the three months of 2009 compared to $14.5 million on 5,633 tons compared to 5,123 tons in the same period of
2008. The monthly average cash settlement price on the LME including the Midwest premium was $1,580/metric ton and
$3,038/metric ton during the second quarters of 2009 and 2008, respectively.

Gross Profit- The gross profit for the three months ended June 30, 2009 was $16.7 million compared to a gross
profit of $6.5 million for the same period in 2008. Power costs decreased to $39.4 million from $54.2 million for the three
months ended June 30, 2009 and 2008, respectively, as a result of both the reduced interim power rate (from $50.67/MKh
to $40.64/MKh) and lower usage due to the reduction in operating levels from 2008 as described above.

Operating Expenses- Operating expenses for the three months ended June 30, 2009 totaled $8.7 million, an
increase of $0.7 million from the same period in 2008, due to increased legal and professional fees of $2.6 million offset
by reduced loan fees of $1.9 million.

Operating Profit- For the three months ended June 30, 2009, the Company reported an $8.2 million operating
profit compared to an operating loss of $1.5 million in the same period of 2008.

Income Tax Provision- As a result of the net operating loss carry-forward, the Company did not record any tax
expense or tax benefit. As of December 31, 2008, the Company has approximately $191.9 million of NOL to carry-
forward and apply to income tax liabilities in future years. The Company recorded certain valuation reserves and, as a
result, no deferred tax assets or deferred tax liabilities are reflected on the balance sheet. As a result of a change of
control, as defined in Section 382 of the IRC, which took place in April, 2005 and then again in May 2007, NOL of $106.0
million are estimated to be subject to an annual Section 382 limitation of approximately $3.0 million for the 2005 change of
control and $12.6 million for the 2007 change of control, as of December 31, 2008. Unrestricted NOL as of December 31,
2008 are estimated to be approximately $84.2 million.

Discontinued Operations- The cost of $0.5 million for the three months ended June 30, 2009 compared to the
$0.1 million cost for the same period in 2008 principally reflects an increase in long term employee benefit expense.

Net Income Per Share- The average number of shares of common stock issued and outstanding during the three
months ended June 30, 2009 was 18,461,952. The resulting net income from continuing operations for the three month
period ended June 30, 2009 was $0.26 per share compared to a net loss from continuing operations for the three month
period ended June 30, 2008 of $0.27 per share with an average of 18,458,379 shares outstanding. Net income per share
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was $0.23 during the three month periods ended June 30, 2009 compared to a net loss for the three month period ended
June 30, 2008 of $0.27 per share.

Capital Expenditures- The Company spent $1.9 million on capital expenditures during the three months ended
June 30, 2009 including $1.6 million for relining 19 pots during the period. All capital expenditures were incurred at the
aluminum smelter in Hannibal, Ohio. The revolving credit agreement limits the Company’s ability to make capital
expenditures at its facilities in the future based on the projected amounts in the credit agreement.

Results of Operations for the six months ended June 30, 2009

Net Sales from Continuing Operations- Net sales from continuing operations for the six months ended June 30,
2009 were $242.6 million related to the tolling or sale of 126,773 tons compared to $296.0 million for 127,072 tons for the
same period in 2008. The decrease is primarily attributed to the absence of the tolling agreement in the first quarter of
2008 with the associated benefit of the higher LME prices realized during the first quarter of 2008 and the reduction in
operations in 2009 due to the contractual dispute with Glencore. The monthly average cash settlement price on the LME
including the Midwest premium was $1,515/metric ton and $2,933/metric ton during the first six months of calendar years
2009 and 2008, respectively. Non-toll revenue in the first six months of 2009 totaled $28.1 million, a decline of 84% from
revenue of $169.5 million during the same period of 2008. Non-toll sow volume sold dropped 72% during the first six
months of 2009 to 17,995 tons compared to 65,237 tons in the same period of 2008.

Gross Profit- The gross profit for the six months ended June 30, 2009 was $36.4 million compared to a gross
profit of $26.0 million for the same period in 2008. The tolling agreement with Glencore removed the raw material cost of
alumina from all of the 2009 cost of sales as compared to only the second quarter of 2008. This accounts for the
significantly lower cost of sales and lower sales revenues in first six months of 2009 versus the same period in 2008. In
addition, a reduction in the electric power rate to $39.69 MKh versus $50.39/MKh during the six month periods ending
June 30, 2009 and 2008, respectively, caused a $24.5 million decrease in power costs and the reduction of operations
during late May and all of June of 2009. The cost of anodes consumed increased by $169 per ton (24%) in the first six
months 2009 to $873 per ton when compared to the first six months 2008 cost of $704 per ton. This higher unit cost had
a negative effect on cost of sales of $10.2 million.

Operating Expenses- Operating expenses for the six months ended June 30, 2009 totaled $14.3 million, an
increase of $0.5 million from the same period in 2008, due to an increased legal and professional expenses of $2.4 million
offset by a reduction in loan fee amortization of $2.4 million.

Operating Profit- For the six months ended June 30, 2009, the Company reported a $22.3 million operating profit
compared to an operating profit of $12.3 million in the same period of 2008.

Income Tax Provision- As a result of the net operating loss carry-forward, the Company did not record any tax
expense or tax benefit. As of December 31, 2008, the Company has approximately $190.2 million of NOL to carry-
forward and apply to income tax liabilities in future years. The Company recorded certain valuation reserves and, as a
result, no deferred tax assets or deferred tax liabilities are reflected on the balance sheet. As a result of a change of
control, as defined in Section 382 of the IRC, which took place in April, 2005 and then again in May 2007, NOL of $106.0
million are estimated to be subject to an annual Section 382 limitation of approximately $3.0 million for the 2005 change of
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control and $12.6 million for the 2007 change of control, as of December 31, 2008. Unrestricted NOL as of December 31,
2008 are estimated to be approximately $84.2 million.

Discontinued Operations- The cost of $1.4 million for the six months ended June 30, 2009 compared to the $0.7
million cost for the same period in 2008 reflects an increase in long term employee benefit expense of $0.5 million and
increased environmental costs of $0.2 million.

Net Income Per Share- The average number of shares of common stock issued and outstanding during the six
months ended June 30, 2009 was 18,461,952. The resulting net income from continuing operations for the six month
period ended June 30, 2009 was $0.83 per share compared to net income from continuing operations for the six month
period ended June 30, 2008 of $0.27 per share with an average of 18,138,499 shares outstanding. Net income per share
was $0.75 and $0.23 during the six month periods ended June 30, 2009 and 2008, respectively.

Capital Expenditures- The Company spent $5.6 million on capital expenditures during the six months ended
June 30, 2009 including $5.2 million for relining 63 pots during the period. All capital expenditures were incurred at the
aluminum smelter in Hannibal, Ohio. The revolving credit agreement limits the Company’s ability to make capital
expenditures at its facilities in the future based on the projected amounts in the credit agreement. The limit amount as of
June 30, 2009 was $26.4 million.

Liquidity and Capital Resources

Sources and Uses of Cash- The net cash generated by operating activities was $42.3 million for the six months
ended June 30, 2009. Net cash was increased by an inventory reduction of $26.3 million, principally anodes, and non
cash expenses of $15.7 million offset by pension and VEBA funding requirements (net of accrued expenses) totaling
$13.1 million. Net cash used in investing activities was $5.2 million and was directly related to the relining of certain “pots”
at the aluminum smelter in Ohio. Net cash used from financing activities was $36.7 million, primarily from reducing the
credit facility balance.

The cash balance of the Company at June 30, 2009 increased by $0.4 million from the balance at December 31,
2008 to a total of $2.6 million.

Liquidity- The ongoing sources of liquidity for the Company are existing cash balances, cash flows from
continuing operations and available borrowings under the revolving credit agreement. The Company's credit agreement,
as more fully described below, includes a $40.0 million sub-facility for supplemental loans that is supported by a $40.0
million standby letter of credit from a third-party financial institution. As of December 31, 2008, outstanding borrowings
under the revolving credit agreement were $48.1 million; outstanding letters of credit under the revolving credit agreement
were $5.0 million with remaining availability at $1.9 million and an unrestricted cash balance of $2.0 million. As of
September 3, 2009, the outstanding loan balance was $0.2 million; outstanding letters of credit under the revolving credit
agreement were $5.9 million, remaining availability was $47.4 million.

Primary uses of cash are for funding the aluminum smelter operations, including raw material purchases,
electricity costs (including maintenance of deposits and prepayments for electricity), increases in working capital, capital
expenditures, labor costs and funding of the Ormet pension plan and contractual payments to the VEBA Benefit Trusts.
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No income tax payments are contemplated for 2009 based on the availability of $190.3 million in net operating losses
accumulated at year end 2008 that may be used to offset taxable income in 2009 and subsequent years. As a result of a
change of control, as defined in Section 382 of the IRC, which took place in June of 2005 and May 2007, net operating
losses currently estimated at $106.0 million are subject to an annual Section 382 limitation for 2009 of approximately $3.0
and $12.6 million from the 2005 and 2007 change of control events, respectively. The Company currently estimates that it
has approximately $84.3 million of net operating losses that are not subject to any limitation.

Total inventory at June 30, 2009 of $54.5 million was $26.3 million lower than the $80.8 million at December 31,
2008. This reduction was principally due to the accelerated anode purchases in the 4" quarter of 2008 to mitigate the
effect of the loss of the 13 % export rebate on anodes from China, and the subsequent reduced purchases of anodes
during the first quarter of 2009. The inventory at June 30, 2009 is principally composed of anodes totaling $32.7 million
and operating materials and supplies (bath and potlining material, copper bars, stores and other operating supplies)
totaling $21.8 million

On February 9, 2007, the Company submitted an application to the IRS and the PBGC seeking approval to defer
and amortize the Company's required pension plan deficit reduction contribution of $33.8 million over a period of five
years. On August 23, 2007 the IRS granted the waiver. The waiver requires the Company to adhere to a specified
contribution schedule, make current minimum contributions, provide collateral and notify the PBGC of any ruling requests.
The Company is cooperating as requested.

The Company’s lenders and the PBGC have agreed to terms of an appropriate subordination agreement
providing for the subordination of the PBGC lien to the existing liens held by the lenders. The Inter-creditor Agreement
was concluded in January 2008.

From July 15, 2007 through June 30, 2009, the Company has made payments totaling $73.6 million into the
pension plans as required by the IRS pension funding waiver.

As described in Note 6 of the consolidated financial statements, the Company has a revolving credit facility with a
borrowing capacity of $55.0 million as of June 30, 2009. The facility consists of a $15.0 million revolving facility and a
$40.0 million supplemental loan that is backed by a $40.0 million letter of credit. This credit agreement has been
amended from time to time by the Company and its lenders since the facility was established on February 14, 2007.

All amendments to the credit facility are posted on the Company’s website, www.ormet.com.

Market Risks and Commodity Prices

The Company is exposed to market price fluctuations for several major commodities that it sells and/or purchases
including its aluminum ingot product, alumina, carbon anodes and electricity. The Company routinely evaluates the risks
associated with the commodities it sells and/or purchases and adjusts the level of its forward sale and/or purchase
commitments and takes other measures it deems appropriate. From April 1, 2008 through December 31 2009, production
capacity at the Hannibal facility was to be dedicated to the production of aluminum pursuant to the Company’s tolling
arrangement with Glencore.
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Due to a supply interruption by Glencore, on May 1, 2009 the Company reduced its production to 5 %2 potlines
from 6 potlines. By May 20, 2009, a further reduction was made to 5 potlines. As a result of the ruling by the arbitration
Tribunal on the Company’s contractual dispute with Glencore and the reduced availability of alumina, production was
reduced to 4 potlines by August 4, 2009. The Tribunal ruling effectively ended the contract with Glencore with a monetary
award of $30.8 million which was received from Glencore by the Company on August 20, 2009. As a result, the Company
began procuring its own alumina during the month of August, 2009 and selling its production on the open market
beginning in September, 2009. The Company has been able to purchase sufficient alumina and is working on logistics to
prevent any further disruption of operations upon exiting the tolling agreement with Glencore. In addition, the Company
has sold, on a pre priced basis, all of its production for the remainder of the 2009 third quarter and approximately 41% of
its 2009 fourth quarter production. Approximately an additional 24% of the 2009 fourth quarter production will be sold at
market prices. The Company expects to operate four potlines for the remainder of 2009.

Financial Risks

Interest Rates

The Company’s primary interest bearing debt obligations at June 30, 2009 are borrowings under its revolving
credit agreement and interest associated with the Senior Subordinated Secured Notes and interest associated with the
subordinate term loan. Since the interest rates on the revolving credit agreement are based on a monthly floating rate of
interest, future increases in interest rates may subject the Company to additional interest expense with respect to these
borrowings. Interest expense on the amounts outstanding under the revolving credit agreement are calculated monthly at
variable rates and are based on incremental margins over the monthly LIBOR Rate or the Prime Rate, as defined in the
revolving credit agreement. The effective rate was 4.0 percent at June 30, 2009. At the Company's option, the Senior
Subordinated Secured Note interest accrues and is payable quarterly in cash at the rate of 10 percent per annum or at 15
percent per annum (3 percent payable in cash and 12.0 percent accrued and added to the unpaid principal). To date, all
payments of interest under the Senior Subordinated Secured Note were paid using the 15 percent option. Interest will
accrue on the Subordinated Term Note at 18.0 percent until maturity. At June 30, 2009, the Company had $12.4 million
of variable rate borrowings. The Company will continue to evaluate various strategies for hedging its interest rate risk.
The Company’s primary financial instruments are cash and short-term investments, including cash in bank accounts, long
term debt instruments and its revolving credit agreement.
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