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Item 1.01 Entry into a Material Definitive Agreement

On October 26, 2004, the shareowners of Kennametal Inc. (“Kennametal” or the “Company”) approved an amendment to the Kennametal Inc. Stock and
Incentive Plan of 2002 (the “2002 Plan”) to increase the aggregate number of shares available for issuance under the 2002 Plan from 1,750,000 to 3,750,000.
The amended 2002 Plan document is set forth in the attached Exhibit 10.1.

Item 2.02 Results of Operations and Financial Condition

On October 27, 2004, Kennametal issued a press release announcing financial results for its first quarter ended September 30, 2004.

The press release contains certain non-GAAP financial measures, including gross profit, operating expense, operating income (loss), net income and diluted
earnings per share in each case excluding special items. The special items include: restructuring charges and Widia integration costs. Kennametal
management excludes these items in measuring and compensating internal performance to more easily compare the Company’s financial performance period
to period. We believe investors should have available the same information that management uses to measure and compensate performance. Kennametal
management believes that presentation of these non-GAAP financial measures provides useful information about the results of operations of the Company for
the current, past and future periods.

In addition to the items above, the press release also contains free operating cash flow, debt-to-capital, and adjusted return on invested capital as defined
below:

Free Operating Cash Flow

Free operating cash flow is a non-GAAP financial measure and is defined as cash provided by operations (in accordance with GAAP) less capital
expenditures plus proceeds from disposals of fixed assets. Free operating cash flow is considered to be an important indicator of Kennametal’s cash
generating capability because it better represents cash generated from operations that can be used for strategic initiatives (such as acquisitions), dividends,
debt repayment and other investing and financing activities.

Debt-to-Capital

Debt-to-equity in accordance with GAAP is defined as total debt divided by Shareowners’ equity. Debt-to-capital is a non-GAAP financial measure and is
defined by Kennametal as total current and long term debt divided by total Shareowner’s equity plus minority interest plus total debt. Management believes
that these financial measures provide additional insight into the underlying capital structuring and performance of the Company.

Adjusted Return on Invested Capital

Adjusted Return on Invested Capital is a non-GAAP financial measure and is defined as the previous 12 months net income, adjusted for interest expense and
special items, divided by the sum of the previous 12 months average balances of debt, securitized accounts receivable, minority interest and shareowners’
equity. Management believes that this financial measure provides additional insight into the underlying capital structuring and performance of the Company.
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A copy of the Company’s earnings announcement is furnished under Exhibit 99.1 attached hereto. Reconciliations of the above non-GAAP financial
measures are included in the earnings announcement.

Additionally, during our quarterly teleconference we may use various other non-GAAP financial measures to describe the underlying operating results.
Accordingly, we have compiled below certain reconciliations as required by Regulation G.

Primary Working Capital

Primary working capital is a non-GAAP presentation and is defined as accounts receivable, net plus inventories, net minus accounts payable. The most
directly comparable GAAP measure is working capital, which is defined as current assets less current liabilities. We believe primary working capital better
represents Kennametal’s performance in managing certain assets and liabilities controllable at the business unit level and is used as such for internal
performance measurement.

EBIT

EBIT is an acronym for Earnings Before Interest and Taxes and is not a calculation in accordance with GAAP. The most directly comparable GAAP measure
is net income. However, we believe that EBIT is widely used as a measure of operating performance and we believe EBIT to be an important indicator of the
Company’s operational strength and performance. Nevertheless, the measure should not be considered in isolation or as a substitute for operating income,
cash flows from operating activities or any other measure for determining liquidity that is calculated in accordance with GAAP. Additionally, Kennametal will
adjust EBIT for restructuring charges, interest income, and other items.

EBITDA

EBITDA is an acronym for Earnings Before Interest, Taxes, Depreciation and Amortization and is not a calculation in accordance with GAAP. The most
directly comparable GAAP measure is net income. However, we believe that EBITDA is widely used as a measure of operating performance and we believe
EBITDA to be an important indicator of the Company’s operational strength and performance. Nevertheless, the measure should not be considered in
isolation or as a substitute for operating income, cash flows from operating activities or any other measure for determining liquidity that is calculated in
accordance with GAAP. Additionally, Kennametal will adjust EBITDA for restructuring charges, interest income, and other items.

Adjusted Sales

Kennametal adjusted sales as reported under GAAP for specific items including acquisitions and foreign currency translation. Management believes that
adjusting the sales as reported under GAAP provides additional insight into the underlying operations. Management uses this information in reviewing
operating performance and in the determination of compensation.

Adjusted Gross Profit

Kennametal adjusted gross profit as recorded under GAAP for specific items including Widia integration and restructuring charges. Management believes that
the adjusted gross profit information is an important indicator of the Company’s underlying operating performance.

Operating Expense Reconciliation

Kennametal adjusted operating expense as reported under GAAP for Widia integration costs and foreign exchange. Management believes that the adjusted
operating expense provides additional insight into the underlying operations. Management uses this information in reviewing operating performance and in
the determination of compensation.
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SUPPLEMENTAL INFORMATION AND RECONCILIATIONS

FINANCIAL HIGHLIGHTS

RECONCILIATION OF PRIMARY WORKING CAPITAL TO GAAP WORKING CAPITAL
(Unaudited)

         

  
September 30,

  
2004

 
2003

Current assets  $ 820,187  $ 768,634 
Current liabilities   483,485   316,606 
   

 
   

 
 

Working capital in accordance with GAAP   336,702   452,028 
Excluded items:         
Cash and cash equivalents   (28,688)   (14,720)
Deferred income taxes   (96,144)   (86,888)
Other current assets   (37,178)   (47,003)
   

 
   

 
 

Total excluded current assets  $(162,010)  $(148,611)
Adjusted current asset   658,177   620,023 
Short-term debt, including notes payable   (116,446)   (11,375)
Accrued liabilities   (220,496)   (197,578)
   

 
   

 
 

Total excluded current liabilities  $(336,942)  $(208,953)
Adjusted current liabilities   146,543   107,653 
Primary working capital  $ 511,634  $ 512,370 

-more-
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FINANCIAL HIGHLIGHTS (Continued)

KENNAMETAL INC. EBIT RECONCILIATION (Unaudited)

         
  Quarter Ended

  
September 30,

  
2004

 
2003

Net income, as reported  $22,720  $ 8,764 
As % of Sales   4.3%   2.0%
Add back:         
Interest   6,456   6,600 
Taxes   13,330   4,452 
   

 
   

 
 

EBIT   42,506   19,816 
Additional adjustments:         
Minority interest   977   695 
Restructuring and asset impairment charges (1)   —   3,393 
Widia integration   —   1,559 
Interest income   (689)   (436)
Securitization fees   580   397 
   

 
   

 
 

Adjusted EBIT  $43,374  $25,424 
   

 

   

 

 

Adjusted EBIT As % of Sales   8.2%   5.7%
Depreciation Expense   14,931   14,881 
Intangible Amortization   537   470 
   

 
   

 
 

Adjusted EBITDA  $27,906  $10,073 
   

 

   

 

 

(1) Includes charges in cost of goods sold and restructuring expense.

-more-
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FINANCIAL HIGHLIGHTS (Continued)

MSSG SEGMENT (Unaudited):

         
  Quarter Ended

  
September 30,

  
2004

 
2003

Sales, as reported  $315,870  $271,129 
Foreign currency exchange   (10,038)   — 
   

 
   

 
 

Adjusted sales  $305,832  $271,129 
   

 

   

 

 

MSSG EBIT (Unaudited):

         
  Quarter Ended

  
September 30,

  
2004

 
2003

MSSG operating income, as reported  $38,872  $23,502 
As % of sales   12.3%   8.7%
Other income   349   264 
   

 
   

 
 

EBIT   39,221   23,766 
Adjustments:         
MSSG restructuring (1)   —   3,393 
Widia integration   —   1,511 
   

 
   

 
 

EBIT, excluding special charges  $39,221  $28,670 
   

 

   

 

 

As % of sales   12.4%   10.6%

(1) Includes charges in cost of goods sold and restructuring expense.

-more-
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FINANCIAL HIGHLIGHTS (Continued)

AMSG SEGMENT (Unaudited):

         
  Quarter Ended

  
September 30,

  
2004

 
2003

Sales, as reported  $117,886  $93,631 
Foreign currency exchange   (2,194)   — 
   

 
   

 
 

Adjusted sales  $115,692  $93,631 
   

 

   

 

 

AMSG EBIT (Unaudited):

         
  Quarter Ended

  
September 30,

  
2004

 
2003

AMSG operating income, as reported  $14,533  $11,822 
As % of sales   12.3%   12.6%
Other income   87   113 
   

 
   

 
 

EBIT   14,620   11,935 
Adjustments:         
Widia integration   —   48 
   

 
   

 
 

EBIT, excluding special charges  $14,620  $11,983 
   

 

   

 

 

As % of sales   12.4%   12.8%

-more-
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FINANCIAL HIGHLIGHTS (Continued)

J&L SEGMENT (Unaudited):

         
  Quarter Ended

  
September 30,

  
2004

 
2003

Sales, as reported  $61,417  $48,139 
Foreign currency exchange   (679)   — 
   

 
   

 
 

Adjusted sales  $60,738  $48,139 
   

 

   

 

 

J&L EBIT (Unaudited):

         
  Quarter Ended

  
September 30,

  
2004

 
2003

J&L operating income, as reported  $5,721  $2,685 
As % of sales   9.3%   5.6%
Other (expense)   (5)   — 
   

 
   

 
 

EBIT   5,716   2,685 
Adjustments:   —   — 
   

 
   

 
 

EBIT, excluding special charges  $5,716  $2,685 
   

 

   

 

 

As % of sales   9.3%   5.6%

-more-
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FINANCIAL HIGHLIGHTS (Continued)

FSS SEGMENT (Unaudited):

         
  Quarter Ended

  
September 30,

  
2004

 
2003

Sales, as reported  $36,263  $31,676 
Foreign currency exchange   (121)   — 
   

 
   

 
 

Adjusted sales  $36,142  $31,676 
   

 

   

 

 

FSS EBIT (Unaudited):

         
  Quarter Ended

  
September 30,

  
2004

 
2003

FSS operating income / (loss), as reported  $120  $(281)
As % of sales   0.3%   -0.9%
Other income   —   2 
   

 
   

 
 

EBIT   120   (279)
Adjustments:   —   — 
   

 
   

 
 

EBIT, excluding special charges  $120  $(279)
   

 

   

 

 

As % of sales   0.3%   -0.9%

-more-
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RECONCILIATION TO GAAP – GROSS PROFIT (Unaudited)

                 
  Quarter Ended  Quarter Ended

  
September 30,

 
September 30,

      As a %      As a %

  
2004

 
of Sales

 
2003

 
of Sales

Gross Profit  $173,395   32.6%  $144,107   32.4%
Widia integration and restructuring charges   —   0.0%   2,954   0.7%
   

 
   

 
   

 
   

 
 

Gross Profit, excluding special items  $173,395   32.6%  $147,061   33.1%
   

 

   

 

   

 

   

 

 

OPERATING EXPENSE RECONCILIATION (Unaudited):

         
  Quarter ended  Quarter ended

  
September 30, 2004

 
September 30, 2003

Operating expense, as reported  $130,949  $121,239 
Widia integration costs   —   (1,448)
   

 
   

 
 

Operating expense, excluding special items   130,949   119,791 
Less:         
Unfavorable foreign exchange   3,099   — 
   

 
   

 
 

Operating expense, excluding special items and foreign exchange  $127,850  $119,791 
   

 

   

 

 

Item 9.01 Financial Statements and Exhibits

(c) Exhibits

10.1 Kennametal Inc. Stock and Incentive Plan of 2002 (as amended on October 26, 2004)
 
99.1 Fiscal 2005 First Quarter Earnings Announcement

-end-
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Signatures

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.

     
   KENNAMETAL INC.
    

     
Date: October 27, 2004  By: /s/ Timothy A. Hibbard

 
 

 
 

   Timothy A. Hibbard
   Corporate Controller and Chief Accounting Officer
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Exhibit 10.1

Kennametal Inc.
STOCK AND INCENTIVE PLAN OF 2002

(as amended on October 26, 2004)

     Section 1. Establishment. There is hereby established the Kennametal Inc. Stock and Incentive Plan of 2002 (hereinafter called the “Plan”) pursuant to
which Eligible Individuals who are or will be mainly responsible for its continued growth and development and future financial success may be granted
Awards in order to secure to the Company the advantage of the incentive and sense of proprietorship inherent in stock ownership by such persons, to further
align such person’s interests with those of the shareowners, to reward such persons for services previously performed and/or as an added inducement to
continue to provide service to the Company.

     Section 2. Certain Definitions. As used herein or, unless otherwise specified, in any document with respect to an Award, the following definitions shall
apply:

          (a) “Affiliate” of a person means a person controlling, controlled by, or under common control with such person where control means the power to
direct the policies and practices of such person.

          (b) “Award” means any Incentive Bonus Award, Option, Performance Share Award, Performance Unit Award, Restricted Stock Award, Restricted Unit
Award, SAR, Share Award or Stock Unit Award granted under the Plan.

          (c) “Board” means the Board of Directors of the Company.

          (d) “Business Combination” shall mean a merger or consolidation of the Company with another corporation or entity, other than a corporation or entity
which is an Affiliate.

          (e) “Capital Stock” means the Capital Stock, par value $1.25 per share, of the Company as adjusted pursuant to Section 10 of this Plan.

          (f) “Change in Control” shall mean a change in control of the Company of a nature that would be required to be reported in response to Item 6(e) of
Schedule 14A promulgated under the Exchange Act as in effect on the date thereof or, if Item 6(e) is no longer in effect, any regulations issued which serve
similar purposes; provided that, without limitation, such a Change in Control shall be deemed to have occurred if: (i) a Business Combination shall have
occurred, or (ii) the Company shall sell all or substantially all of its operating properties and assets to another person, group of associated persons or
corporation, excluding any Affiliate of the Company, if any, or (iii) any “person” (as such term is used in Sections 13(d) and 14(d) of the Exchange Act) is or
becomes a beneficial owner, directly or indirectly, of securities of the Company representing 25% or more of the combined voting power of the Company’s
then

 



 

outstanding securities coupled with or followed by the election as directors of the Company of persons who were not directors at the time of such acquisition
if such person shall elect a majority of the Board.

          (g) “Code” means the Internal Revenue Code of 1986, as amended.

          (h) “Committee” means a committee of the Board.

          (i) “Company” means Kennametal Inc., a Pennsylvania corporation.

          (j) “Consultant” means any person, including an advisor, who is engaged by the Company or any Parent or Subsidiary of the Company to render
services and is compensated for such services.

          (k) “Continuous Status as an Employee” means the absence of any interruption or termination of the employment relationship by the Employee with the
Company or any Parent or Subsidiary of the Company. Continuous Status as an Employee shall not be considered interrupted in the case of: (i) sick leave;
(ii) military leave; (iii) any other leave of absence approved by the Plan Administrator; or (iv) transfers between locations of the Company or between the
Company, its Parents, its Subsidiaries or its successor.

          (l) “Disability” means disability as determined by the Company’s disability policy as in effect from time to time or as determined by the Plan
Administrator consistent therewith.

          (m) “Eligible Individual” means any Employee or Consultant.

          (n) “Employee” means any person, including officers and directors, employed by the Company or any Parent or Subsidiary of the Company or any
prospective employee who shall have received an offer of employment from the Company or any Parent or Subsidiary of the Company. The payment of a
director’s fee by the Company shall not be sufficient to constitute “employment” by the Company.

          (o) “Exchange Act” means the Securities Exchange Act of 1934, as amended.

          (p) “Fair Market Value” means, as of any date, the value of the Capital Stock determined as follows:

          (i) If the Capital Stock is listed on any established stock exchange, system or market, its Fair Market Value shall be the mean between the highest
and lowest sales prices for the Capital Stock as quoted on such exchange, system or market for the last trading day prior to the time of determination as
reported in the Wall Street Journal or such other source as the Plan Administrator deems reliable and;

          (ii) In the absence of an established market for the Capital Stock, the Fair Market Value thereof shall be determined in good faith by the Plan
Administrator.

          (q) “Grantee” means an Eligible Individual who has been granted an Award.
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          (r) “Incentive Bonus Award” means the opportunity to earn a future cash payment tied to the level of achievement with respect to one or more
Qualifying Performance Criteria for a performance period as established by the Plan Administrator.

          (s) “Incentive Stock Option” means an Option intended to qualify as an incentive stock option within the meaning of Section 422 of the Code.

          (t) “Non-Employee Director” means a member of the Board who is not an employee of the Company or any Parent or Subsidiary of the Company.

          (u) “Nonstatutory Stock Option” means an Option not intended to qualify as an Incentive Stock Option.

          (v) “Option” means a right to purchase Shares granted pursuant to the Plan.

          (w) “Optionee” means a Participant who holds an Option or SAR.

          (x) “Original Option Period” means the initial period or periods for which an Option or SAR may be exercised as determined by the Plan Administrator
at the time of the Award or, if no such determination is made, a period of 10 years from the date of grant of the Award.

          (y) “Parent” means a “parent corporation,” whether now or hereafter existing, as defined in Section 424(e) of the Code.

          (z) “Participant” means any person who has an Award under the Plan including any person (including any estate) to whom an Award has been assigned
or transferred in accordance with the Plan.

          (aa) “Performance Share Award” means a grant of a right to receive Shares or Stock Units contingent on the achievement of performance or other
objectives during a specified period.

          (bb) “Performance Unit Award” means a grant of a right to receive a designated dollar value amount of Shares or Stock Units contingent on the
achievement of performance or other objectives during a specified period.

          (cc) “Plan” means this Stock and Incentive Plan of 2002.

          (dd) “Plan Administrator” means the Board and/or any Committee appointed by the Board to administer the Plan; provided, however, that the Board, in
its sole discretion, may, notwithstanding the appointment of any Committee to administer the Plan, exercise any authority under this Plan.

          (ee) “Prior Stock Plans” means the Kennametal Inc. Stock Option and Incentive Plan of 1988, the Kennametal Inc. Stock Option and Incentive Plan of
1992, the Kennametal Inc. Stock Option and Incentive Plan of 1996, the Kennametal Inc. 1999 Stock Plan, and the Kennametal Inc. Stock Option and
Incentive Plan of 1999.
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          (ff) “Qualifying Performance Criteria” means any one or more of the following performance criteria, either individually, alternatively or in any
combination, applied to either the Company as a whole or to a business unit or Subsidiary, either individually, alternatively or in any combination, and
measured over a period of time including any portion of a year, annually or cumulatively over a period of years, on an absolute basis or relative to a pre-
established target, to previous years’ results or to a designated comparison group, in each case as specified in the Award: (a) cash flow, (b) earnings (including
earnings before interest, taxes, depreciation, and amortization or some variation thereof), (c) stock price, (d) return on equity, (e) total stockholder return,
(f) return on capital, (g) return on assets or net assets, (h) revenue, (i) income or net income, (j) operating income or net operating income, (k) operating profit
or net operating profit, (l) operating margin or profit margin, (m) return on operating revenue, and (n) market share. To the extent consistent with Section
162(m) of the Code, the Plan Administrator shall appropriately adjust any evaluation of performance under a Qualifying Performance Criteria to exclude any
of the following events that occurs during a performance period: (i) asset write-downs, (ii) litigation or claim judgments or settlements, (iii) the effect of
changes in tax law, accounting principles or other such laws or provisions affecting reported results, (iv) accruals for reorganization and restructuring
programs and (v) any extraordinary non-recurring items as described in management’s discussion and analysis of financial condition and results of operations
or the financial statements and notes thereto appearing in the Company’s annual report to shareowners for the applicable year.

          (gg) “Restricted Stock Award” means a grant of Shares subject to a risk of forfeiture or other restrictions that will lapse upon the achievement of one or
more goals relating to completion of service by the Grantee, or achievement of performance or other objectives, as determined by the Plan Administrator.

          (hh) “Restricted Unit Award” means a grant of Stock Units subject to a risk of forfeiture or other restrictions that will lapse upon the achievement of
one or more goals relating to completion of service by the Participant, or achievement of performance or other objectives, as determined by the Plan
Administrator.

          (ii) “Retirement” means, in the case of an Employee, the termination of employment with the Company or any Subsidiary or Parent of the Company at
a time when the Employee is eligible to receive immediately payable retirement benefits under a then existing retirement plan and, in the case of a Non-
Employee Director, means retirement from service on the Board.

          (jj) “SAR” means a stock appreciation right, which is the right to receive a payment in cash, Shares or Stock Units equal to the amount of appreciation,
if any, in the Fair Market Value of a Share from the date of the grant of the right to the date of its payment.

          (kk) “Share” means a share of Capital Stock.

          (ll) “Share Award” means a grant of Shares without a risk of forfeiture and without other restrictions.

          (mm) “Stock Unit” means the right to receive a Share at a future point in time.
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          (nn) “Stock Unit Award” means the grant of a Stock Unit without a risk of forfeiture and without other restrictions.

          (oo) “Subsidiary” means a “subsidiary corporation,” whether now or hereafter existing, as defined in Section 424(f) of the Code.

     Section 3. Administration.

          (a) The Plan shall be administered by the Plan Administrator.

          (b) Subject to the provisions of this Plan and, in the case of a Committee, the specific duties delegated to or limitations imposed upon such Committee
by the Board, the Plan Administrator shall have the authority, in its discretion:

          (i) to establish, amend and rescind rules and regulations relating to the Plan;

          (ii) to select the Eligible Individuals to whom Awards may from time to time be granted hereunder;

          (iii) to determine the amount and type of Awards, including any combination thereof, to be granted to any Eligible Individual;

          (iv) subject to Section 3(c) hereof, to grant Awards to Eligible Individuals and, in connection therewith, to determine the terms and conditions, not
inconsistent with the terms of this Plan, of any such Award including, but not limited to, the number of Shares or Stock Units that may be issued or
amount of cash that may be paid pursuant to the Award, the exercise or purchase price of any Share or Stock Unit, the circumstances under which Awards
or any cash, Shares or Stock Units relating thereto are issued, retained, become exercisable or vested, are no longer subject to forfeiture or are
terminated, forfeited or expire, based in each case on such factors as the Plan Administrator shall determine, in its sole discretion;

          (v) to determine the Fair Market Value of the Capital Stock, in accordance with this Plan;

          (vi) to establish, verify the extent of satisfaction of, or adjust any performance goals or other conditions applicable to the grant, issuance,
exercisability, vesting and/or ability to retain any Award;

          (vii) to approve forms of agreement for use under the Plan;

          (viii) to determine whether and under what circumstances an Award may be settled in cash instead of Shares or Stock Units;

          (ix) to determine whether, to what extent and under what circumstances Shares and other amounts payable with respect to an Award under this
Plan shall be deferred either automatically or at the election of the participant (including providing for
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and determining the amount, if any, of any deemed earnings on any deferred amount during any deferral period);

          (x) to determine whether and to what extent an adjustment is required under Section 10 of this Plan;

          (xi) to interpret and construe this Plan, any rules and regulations under this Plan and the terms and conditions of any Award granted hereunder, and
to make exceptions to any such provisions in good faith and for the benefit of the Company; and

          (xii) to make all other determinations deemed necessary or advisable for the administration of this Plan.

          (c) Notwithstanding anything contained in this Plan, the Plan Administrator may not:

          (i) grant any Option or SAR in substitution for an outstanding Option or SAR except as provided in Section 10(b);

          (ii) reduce the exercise price of an outstanding Option or SAR, whether through amendment, cancellation or replacement of such Option or SAR,
unless such reduction is approved by the shareowners of the Company;

          (iii) grant a Restricted Stock Award or Restricted Unit Award with a risk of forfeiture or restriction that lapses earlier than at the rate of one-third of
the Shares subject to the Award on each of the first, second and third anniversary of the date of grant; provided, however, that the Plan Administer may
grant a Restricted Stock Award or Restricted Unit Award with a risk of forfeiture or restriction that lapses upon the later to occur of (x) the date of
achievement of one or more performance criteria and (y) the one year anniversary of the date of grant of the Award;

          (iv) grant a Performance Share Award or Performance Unit Award that vests earlier than the later to occur of (x) the date of achievement of one or
more performance criteria and (y) the one year anniversary of the date of the Award;

          (v) lapse or waive restrictions applicable to any Restricted Stock Award, Restricted Unit Award, Performance Share Award, or Performance Unit
Award; or

          (vi) grant any Share Award or Stock Unit Award to any officer or director of the Company except in lieu of salary or cash bonus.

          (d) The limitations of Section 3(c) shall not apply to Awards for up to ten percent of the Shares under the Plan granted by a Committee composed
entirely of “independent directors” (under all definitions of independence then applicable to the Company).
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          (e) Except as specifically provided in this Plan, no action of the Plan Administrator shall deprive any person without such person’s consent of any rights
theretofore granted pursuant hereto.

          (f) All decisions, determinations and interpretations of the Plan Administrator shall be final and binding on all Participants.

     Section 4. Shares Subject to the Plan.

          (a) The aggregate number of Shares which may be issued pursuant to the Plan shall be 3,750,000 plus Shares added to the Plan from the Prior Stock
Plans pursuant to Sections 4(d) and 4(e) hereof.

          (b) Upon shareowner approval of this Plan, no further grants or awards of any kind shall be made by the Company under its Prior Stock Plans.

          (c) The number of Shares which may be issued under the Plan and covered by outstanding Awards is subject to adjustment as provided in Section 10.

          (d) To the extent that Options granted under the Plan or under the Prior Stock Plans shall expire or terminate without being exercised or Shares awarded
under the Plan or under the Prior Stock Plans shall be forfeited, such Shares shall remain available or be added to and shall increase the number of Shares
available for purposes of the Plan.

          (e) Shares delivered in payment of the purchase price in connection with the exercise of Options or Shares delivered or withheld to pay tax withholding
obligations or otherwise under the Plan or under the Prior Stock Plans shall be added to and shall increase the number of Shares available for purposes of the
Plan.

          (f) The aggregate number of Shares that may be issued pursuant to Incentive Stock Options shall be limited to 3,750,000. Notwithstanding anything to
the contrary in this Plan, the foregoing limitation shall be subject to adjustment under Section 10, but only to the extent that such adjustment will not affect
the status of any Award intended to qualify as an Incentive Stock Option. The foregoing limitation shall not apply to the extent that it is no longer required in
order for Options to qualify as Incentive Stock Options.

          (g) The aggregate number of Shares issuable under all Awards granted under this Plan during any fiscal year to any one Eligible Individual shall not
exceed 500,000. Notwithstanding anything to the contrary in this Plan, the foregoing limitation shall be subject to adjustment under Section 10, but only to
the extent that such adjustment will not affect the status of any Award intended to qualify as “performance-based compensation” under Section 162(m) of the
Code. The foregoing limitation shall not apply to the extent that it is no longer required in order for compensation in connection with grants under this Plan to
be treated as “performance-based compensation” under Section 162(m) of the Code.

          (h) Capital Stock to be issued under the Plan may be either authorized and unissued Shares or Shares held in treasury by the Company.
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     Section 5. Terms of Options and SARs. Each Option and SAR granted under the Plan shall be evidenced by a written document (including an electronic
version thereof) and shall be subject to the following terms and conditions:

          (a) Subject to adjustment as provided in Section 10 of this Plan, the price at which a Share covered by an Option may be purchased shall not be less
than the Fair Market Value thereof at the time the Option is granted. If required by the Code, if an Optionee owns (or is deemed to own under applicable
provisions of the Code and rules and regulations promulgated thereunder) more than ten percent (10%) of the combined voting power of all classes of the
stock of the Company (or any Parent or Subsidiary of the Company) and an Option granted to such Optionee is intended to qualify as an Incentive Stock
Option, the price at which a Share covered by an Option may be purchased shall be not less than 110% of the Fair Market Value thereof at the time the Option
is granted.

          (b) The aggregate Fair Market Value of Shares with respect to which Incentive Stock Options are first exercisable by the Optionee in any calendar year
(under all plans of the Company and its Subsidiaries and Parent) shall not exceed the limitations, if any, imposed by the Code.

          (c) If any Option designated as an Incentive Stock Option, either alone or in conjunction with any other Option or Options, exceeds the foregoing
limitation, or does not otherwise qualify for treatment as an Incentive Stock Option, all or the portion of such Option in excess of such limitation shall
automatically be reclassified (in whole Share increments and without fractional Share portions) as a Nonstatutory Stock Option, with later granted Options
being so reclassified first.

          (d) Except as otherwise provided by the Plan Administrator, during the lifetime of the Optionee the Option or SAR may be exercised only by the
Optionee and the Option or SAR shall not be transferable by the Optionee other than by will or by the laws of descent and distribution or pursuant to a
domestic relations order. After the death of the Optionee, the Option or SAR may be transferred to the Company upon such terms and conditions, if any, as
the Plan Administrator and the personal representative or other person entitled to the Option may agree within the period specified in this Section 5.

          (e) An Option or SAR may be exercised in whole at any time, or in part from time to time, within the Original Option Period; provided, however, that,
unless otherwise provided by the Plan Administrator:

          (i) If the Optionee is an Employee who shall cease to be employed by the Company or any Subsidiary or Parent of the Company by reason of
death, Disability or Retirement, the Option or SAR may be exercised only within three years after termination of employment and within the Original
Option Period;

          (ii) If the Optionee is an Employee who shall cease to be employed by the Company or any Subsidiary or Parent of the Company by reason of
termination of the Optionee for cause, the Option or SAR shall forthwith terminate and the Optionee shall
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not be permitted to exercise the Option or SAR following the Optionee’s termination of employment;

          (iii) If the Optionee is an Employee who shall cease to be employed by the Company or any Subsidiary or Parent of the Company by reason of the
Optionee’s voluntary termination or a termination of the Optionee other than for cause, the Option or SAR may be exercised only within the three
months after the termination of employment and within the Original Option Period;

          (iv) If the Optionee is a Non-Employee Director who shall cease to serve on the Board, the Option or SAR may be exercised only within three
months after the cessation of Board service and within the Original Option Period or, if such cessation was due to death, Disability or Retirement, within
three years after cessation of Board service and within the Original Option Period, unless such cessation of service as a Non-Employee Director was the
result of removal for cause, in which case the Option or SAR shall forthwith terminate;

          (v) Notwithstanding anything to the contrary contained in this Plan, each Option or SAR held by an Employee who is terminated by the Company
or any Subsidiary or Parent of the Company for any reason during the two-year period following a Change in Control or a Non-Employee Director who
is removed from the Board for any reason during the two-year period following a Change in Control shall immediately vest and may be exercised at any
time within the three-month period after the termination of employment or cessation of Board service regardless of the Original Option Period;

          (vi) If the Optionee shall die, the Option or SAR may be exercised by the Optionee’s personal representative or persons entitled thereto under the
Optionee’s will or the laws of descent and distribution;

          (vii) Except as provided in Sections 5(e)(v), (ix) and (x), the Option or SAR may not be exercised for more Shares (subject to adjustment as
provided in Section 10) after the termination of the Optionee’s employment, cessation of service as a Non-Employee Director or the Optionee’s death (as
the case may be) than the Optionee was entitled to purchase thereunder at the time of such Optionee’s termination of employment, cessation of service as
a Non-Employee Director or the Optionee’s death;

          (viii) To the extent provided by the Code, if an Optionee owns (or is deemed to own under applicable provisions of the Code and rules and
regulations promulgated thereunder) more than 10% of the combined voting power of all classes of stock of the Company (or any Parent or Subsidiary of
the Company) at the time an Option is granted to such Optionee and such Option is intended to qualify as an Incentive Stock Option, the Option, if not
exercised within five years from the date of grant or any other period proscribed by the Code, will cease to be an Incentive Stock Option;

          (ix) If the Optionee is an Employee who shall cease to be employed by the Company or any Subsidiary or Parent of the Company or is a Non-
Employee Director who shall cease to serve on the Board by reason of death or Disability, as the case may be,
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all Options and SARs held by the Optionee shall automatically vest and become exercisable in full as of the date that the Optionee’s employment with
the Company or any Subsidiary or Parent of the Company or service on the Board ceased; and

          (x) In the event that an Optionee ceases to be employed by the Company or any Subsidiary or Parent of the Company or to serve on the Board, as
the case may be, as a result of such Optionee’s Retirement, all Options and SARs held by the Optionee which are not vested on the date of Retirement
shall continue to vest and become exercisable in accordance with their original vesting schedule during the two-year period following such Optionee’s
Retirement. Any Options or SARs which remain unvested on the second anniversary of such Optionee’s Retirement shall forthwith terminate on such
date. In the event of the death or Disability of such Optionee during the two-year period following Retirement, all Options or SARs held by the Optionee
shall automatically vest and become exercisable in full.

          (f) Except as otherwise provided by the Plan Administrator, the purchase price of each Share purchased pursuant to an Option shall be paid in full at the
time of each exercise (the “Payment Date”) of the Option (i) in cash; (ii) by delivering to the Company a notice of exercise with an irrevocable direction to a
registered broker-dealer under the Securities Exchange Act of 1934, as amended, to sell a sufficient portion of the Shares and deliver the sale proceeds
directly to the Company to pay the exercise price; (iii) through the delivery to the Company (by attestation of Share ownership or as otherwise provided by
the Plan Administrator) of previously-owned Shares having an aggregate fair market value equal to the price of the Shares being purchased pursuant to the
Option; provided, however, that Shares delivered in payment of the Option price must have been purchased in the open market or held by the Participant for
at least six (6) months in order to be utilized to pay the purchase price of the Option or must meet such other conditions as established by the Plan
Administrator; or (iv) through any combination of the payment procedures set forth in subsections (i)-(iii) of this Section 5(f).

          (g) Exercise of an Option or SAR in any manner shall result in a decrease in the number of Shares which thereafter may be available under the Option
or SAR by the number of Shares as to which the Option or SAR is exercised. In addition, in the event of an Option granted in tandem with an SAR, the
exercise of the Option in any manner shall result in a decrease in the number of Shares which thereafter may be available under the SAR by the number of
Shares as to which the Option is exercised, and the exercise of the SAR in any manner shall result in a decrease in the number of Shares which thereafter may
be available under the Option by the number of Shares as to which the SAR is exercised.

          (h) The Plan Administrator, in its discretion, may authorize the issuance of “stock retention Options” under this Plan which provide, upon the exercise
of an Option granted under this Plan or under any other stock plan (a “prior Option”) and payment of the purchase price using previously-owned Shares, for
the automatic issuance of a new Option under this Plan for up to the number of Shares equal to the number of previously-owned Shares delivered in payment
of the exercise price of the prior Option, with an exercise price equal to the current Fair Market Value and for a term equal to the term of the prior Option.
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          (i) The Plan Administrator may include such other terms and conditions of Options or SARs not inconsistent with the foregoing as the Plan
Administrator shall approve. Without limiting the generality of the foregoing sentence, the Plan Administrator shall be authorized to determine that Options
or SARs shall be exercisable in one or more installments during the term of the Option or SAR as determined by the Plan Administrator.

     Section 6. Performance Share Awards, Performance Unit Awards, Restricted Stock Awards, Restricted Unit Awards, Share Awards and Stock
Unit Awards.

          (a) Subject to the terms of this Plan, including Section 3(c) hereof, Performance Share Awards, Performance Unit Awards, Restricted Stock Awards,
Restricted Unit Awards, Share Awards or Stock Unit Awards may be issued by the Plan Administrator to Eligible Individuals, either alone, in addition to, or
in tandem with other Awards granted under the Plan and/or cash awards made outside of this Plan. Such Awards shall be evidenced by a written document
(including an electronic version thereof) containing any provisions regarding (i) the number of Shares or Stock Units subject to such Award or a formula for
determining such, (ii) the purchase price of the Shares or Stock Units, if any, and the means of payment for the Shares or Stock Units, (iii) the performance
criteria, if any, and level of achievement versus these criteria that shall determine the number of Shares or Stock Units granted, issued, retainable and/or
vested, (iv) such terms and conditions on the grant, issuance, vesting and/or forfeiture of the Shares or Stock Units as may be determined from time to time by
the Plan Administrator, including continued employment or service, (v) restrictions on the transferability of the Shares or Stock Units and (vi) such further
terms and conditions in each case not inconsistent with this Plan as may be determined from time to time by the Plan Administrator.

          (b) The grant, issuance, retention and/or vesting of Shares or Stock Units pursuant to any Performance Share Award, Performance Unit Award,
Restricted Stock Award or Restricted Unit Award shall occur at such time and in such installments as determined by the Plan Administrator or under criteria
established by the Plan Administrator and consistent with this Plan, including Section 3(c) hereof. The Plan Administrator shall have the right to make the
timing of the grant and/or the issuance, ability to retain and/or vesting of Shares or Stock Units subject to continued employment, passage of time and/or such
performance criteria as deemed appropriate by the Plan Administrator and consistent with this Plan, including Section 3(c) hereof. Notwithstanding anything
to the contrary herein, the performance criteria for any Award that is intended to satisfy the requirements for “performance-based compensation” under
Section 162(m) of the Code shall be a measure based on one or more Qualifying Performance Criteria selected by the Plan Administrator and specified at the
time the Award is granted.

          (c) Notwithstanding the foregoing, no single Share Award or Stock Unit Award to any one Grantee in any fiscal year shall be for more than 200 Shares.

          (d) With respect to any Performance Share Award, Performance Unit Award, Restricted Stock Award or Restricted Unit Award:

          (i) If, prior to a Change in Control, the designated goals have not been achieved within the designated period or the Grantee ceases to be employed
by the Company or ceases to serve on the Board for any reason other than death, Disability or
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Retirement prior to the lapse of any restrictions or vesting of the Award, the Grantee shall forfeit such Award;

          (ii) In the event that a Grantee ceases to be an Employee or to serve on the Board as a result of such Grantee’s death, Disability or Retirement, all
outstanding Awards held by such Grantee shall automatically vest and all restrictions shall lapse as of the date of such Grantee’s death, Disability or
Retirement;

          (iii) Notwithstanding anything to the contrary contained in this Plan, each Award held by an Employee who is terminated by the Company or any
Subsidiary or Parent of the Company for any reason during the two-year period following a Change in Control or a Non-Employee Director who is
removed from the Board for any reason during the two-year period following a Change in Control shall automatically vest and all restrictions shall lapse
as of the date of such Grantee’s termination of employment or cessation of Board service; and

          (iv) During the lifetime of the Grantee, the Award shall not be transferable otherwise than by will or by the laws of descent and distribution or
pursuant to a domestic relations order.

          (e) Except as otherwise provided by the Plan Administrator, a Grantee who has received a Restricted Stock Award shall have all rights of a shareowner
in such Shares including, but not limited to, the right to vote and receive dividends with respect thereto from and after the date of grant of such Award;
provided, however, that Shares awarded pursuant to the Plan which have not vested or which contain restrictions or conditions may not be sold or otherwise
transferred by the Grantee and stock certificates representing such Shares may bear a restrictive legend to that effect.

     Section 7. Incentive Bonus Awards.

          (a) Each Incentive Bonus Award will confer upon the Employee the opportunity to earn a future payment tied to the level of achievement with respect
to one or more performance criteria established for a performance period established by the Plan Administrator.

          (b) Each Incentive Bonus Award shall be evidenced by a document containing provisions regarding (a) the target and maximum amount payable to the
Employee, (b) the performance criteria and level of achievement versus these criteria that shall determine the amount of such payment, (c) the term of the
performance period as to which performance shall be measured for determining the amount of any payment, (d) the timing of any payment earned by virtue of
performance, (e) restrictions on the alienation or transfer of the bonus prior to actual payment, (f) forfeiture provisions and (g) such further terms and
conditions, in each case not inconsistent with this Plan as may be determined from time to time by the Plan Administrator. The maximum amount payable as a
bonus may be a multiple of the target amount payable, but the maximum amount payable pursuant to that portion of an Incentive Bonus Award granted under
this Plan for any fiscal year to any Employee that is intended to satisfy the requirements for “performance-based compensation” under Section 162(m) of the
Code shall not exceed $2,000,000.
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          (c) The Plan Administrator shall establish the performance criteria and level of achievement versus these criteria that shall determine the target and
maximum amount payable under an Incentive Bonus Award, which criteria may be based on financial performance and/or personal performance evaluations.
The Plan Administrator may specify the percentage of the target incentive bonus that is intended to satisfy the requirements for “performance-based
compensation” under Section 162(m) of the Code. Notwithstanding anything to the contrary herein, the performance criteria for any portion of an Incentive
Bonus Award that is intended by the Plan Administrator to satisfy the requirements for “performance-based compensation” under Section 162(m) of the Code
shall be a measure based on one or more Qualifying Performance Criteria selected by the Plan Administrator and specified at the time the Incentive Bonus
Award is granted. The Plan Administrator shall certify the extent to which any Qualifying Performance Criteria has been satisfied, and the amount payable as
a result thereof, prior to payment of any incentive bonus that is intended to satisfy the requirements for “performance-based compensation” under Section
162(m) of the Code.

          (d) The Plan Administrator shall determine the timing of payment of any incentive bonus. The Plan Administrator may provide for or, subject to such
terms and conditions as the Plan Administrator may specify, may permit an election for the payment of any incentive bonus to be deferred to a specified date
or event. An Incentive Bonus Award may be payable in Shares, Stock Units or in cash or other property, including any Award permitted under this Plan.

          (e) Notwithstanding satisfaction of any performance goals, the amount paid under an Incentive Bonus Award on account of either financial performance
or personal performance evaluations may be reduced by the Plan Administrator on the basis of such further considerations as the Plan Administrator shall
determine.

     Section 8. Non-Employee Director Awards.

          Notwithstanding anything to the contrary contained in this Plan, each Non-Employee Director shall only be entitled to receive the following Awards
under this Plan, which Awards will be made on the day following the first regular Board meeting of each fiscal year beginning in fiscal year 2004:

          (a) Each Non-Employee Director shall receive a Nonstatutory Stock Option to purchase up to 5,000 shares, as determined by the Board, at Fair Market
Value, such Option to Vest as to exercisability in 3 equal, annual installments and to have a term of ten (10) years.

          (b) Each Non-Employee Director shall receive a Restricted Stock Award for Shares with a Fair Market Value of up to $10,000, as determined by the
Board, rounded to the nearest whole Share. Such Awards shall vest and the restrictions on transfer shall lapse as to one-third of the Shares subject to the
Award on each anniversary of the date of grant provided that the Non-Employee Director continues to serve on the Board.

          (c) Each new Non-Employee Director shall receive, as of the first date of service on the Board, a Nonstatutory Stock Option to purchase twice the
number of Shares provided in the Nonstatutory Stock Option most recently granted to the Non-Employee Directors
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(other than the lead director) and a Restricted Stock Award based on the number of Shares provided in the Restricted Stock Award most recently granted to
the Non-Employee Directors (other than the lead director) but pro rated for the amount of the fiscal year remaining as of the first date of service.

     Section 9. Tax Withholding.

          (a) Whenever Shares are to be issued under the Plan, the Company shall have the right to require the Grantee to remit to the Company an amount
sufficient to satisfy federal, state and local tax withholding requirements prior to the delivery of any certificate for such Shares; provided, however, that in the
case of a Grantee who receives an Award of Shares under the Plan which is not fully vested, the Grantee shall remit such amount on the first business day
following the Tax Date. The “Tax Date” for purposes of this Section 9 shall be the date on which the amount of tax to be withheld is determined. If an
Optionee makes a disposition of Shares acquired upon the exercise of an Incentive Stock Option within the applicable disqualifying period, the Optionee shall
promptly notify the Company and the Company shall have the right to require the Optionee to pay to the Company an amount sufficient to satisfy federal,
state and local tax withholding requirements.

          (b) A Participant who is obligated to pay the Company an amount required to be withheld under applicable tax withholding requirements may pay such
amount (i) in cash; (ii) in the discretion of the Plan Administrator, through the withholding by the Company of Shares otherwise deliverable to the Participant
or through the delivery by the Participant to the Company of previously-owned Shares in each case having an aggregate Fair Market Value on the Tax Date
equal to the tax obligation; or (iii) in the discretion of the Plan Administrator, through a combination of the foregoing.

     Section 10. Adjustment of Number and Price of Shares.

          (a) In the event of a corporate transaction involving the Company (including, without limitation, any stock dividend, stock split, reverse stock split,
extraordinary cash dividend, recapitalization, reorganization, merger, consolidation, split-up, spin-off, combination or exchange of shares), the Plan
Administrator may adjust Awards to preserve the benefits or potential benefits of the Awards. Action by the Plan Administrator may include: (i) adjustment of
the number and kind of securities which may be delivered under the Plan; (ii) adjustment of the number and kind of securities subject to outstanding Awards;
(iii) adjustment of the exercise price of outstanding Options and SARs; (iv) adjustment of the share limitations contained in this Plan; and (v) any other
adjustments that the Plan Administrator determines to be equitable. Any such adjustment shall be effective and binding for all purposes of the Plan and on
each outstanding Award.

          (b) Without limiting the foregoing, in the event that, by reason of a corporate merger, consolidation, acquisition of property or stock, separation,
reorganization or liquidation, the Board shall authorize the issuance or assumption of an Option in a transaction to which Section 424(a) of the Code applies,
then, notwithstanding any other provision of the Plan, the Plan Administrator may grant an Option upon such terms and conditions as it may deem appropriate
for the purpose of assumption of the old Option, or substitution of a new Option for
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the old Option, in conformity with the provisions of Code Section 424(a) and the rules and regulations thereunder, as they may be amended from time to time.

          (c) No adjustment or substitution provided for in this Section 10 shall require the Company to issue or to sell a fractional share and the total adjustment
or substitution with respect to each Award agreement shall be limited accordingly.

          (d) Without limiting the foregoing, and notwithstanding anything to the contrary contained in the Plan or any document with respect to any Award, in
the event of a Business Combination under the terms of which the holders of Capital Stock of the Company will receive upon consummation thereof cash for
each share of Capital Stock of the Company surrendered pursuant to such Business Combination (the “Cash Purchase Price”), the Plan Administrator may
provide that all outstanding Awards representing the right to purchase or receive Shares shall terminate upon consummation of the Business Combination and
each such Award, including each Option and SAR, shall receive, in exchange therefor, a cash payment equal to the amount (if any) by which (i) the Cash
Purchase Price multiplied by the number of Shares subject to such Award held by such Grantee exceeds (ii) the aggregate purchase or exercise price, if any,
thereof.

     Section 11. Change in Control. Unless the Board shall determine by resolution prior to a Change in Control, in the event of a Change in Control, the
following provisions shall apply to Awards previously granted under the Plan, notwithstanding any provision herein or in any agreement to the contrary:

          (a) All Options which provide for exercise in one or more installments shall become immediately exercisable in full immediately prior to the Change in
Control; and

          (b) All Awards which have not previously vested shall become vested and all restrictions on Awards shall lapse immediately prior to the Change in
Control.

     Section 12. Termination of Employment and Forfeiture. Notwithstanding any other provision of the Plan (other than provisions regarding Change in
Control, which shall apply in all events), a Participant shall have no right to exercise any Option or vest in any Shares awarded under the Plan if following the
Participant’s termination of employment with the Company or any Subsidiary or Parent of the Company and within a period of two years thereafter, the
Participant engages in any business or enters into any employment which the Board in its sole discretion determines to be either directly or indirectly
competitive with the business of the Company or substantially injurious to the Company’s financial interest (the occurrence of an event described above shall
be referred to herein as “Injurious Conduct”). Furthermore, notwithstanding any other provision of the Plan to the contrary, in the event that a Participant
receives or is entitled to the delivery or vesting of cash or Shares pursuant to an Award made during the 12-month period prior to the Participant’s termination
of employment with the Company or any Subsidiary or Parent of the Company or during the 24-month period following the Participant’s termination of such
employment, then the Board, in its sole discretion, may require the Participant to return or forfeit to the Company the cash or Capital Stock received with
respect to such Award (or its economic value as of (i) the date of the exercise of the Option
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or (ii) the date of grant or payment with respect to any other Award, as the case may be) in the event that the participant engages in Injurious Conduct.

     Section 13. Amendment and Discontinuance. The Board may alter, amend, suspend or discontinue the Plan, provided that no such action shall deprive
any person without such person’s consent of any rights theretofore granted pursuant hereto and, provided further, that the Board may not materially amend
this Plan without shareowner approval.

     Section 14. Compliance with Governmental Regulations. Notwithstanding any provision of the Plan or the terms of any agreement entered into
pursuant to the Plan, the Company shall not be required to issue any securities hereunder prior to registration of the Shares subject to the Plan under the
Securities Act of 1933, as amended, or the Exchange Act, if such registration shall be necessary, or before compliance by the Company or any Participant
with any other provisions of either of those acts or of regulations or rulings of the Securities and Exchange Commission thereunder, or before compliance
with other federal and state laws and regulations and rulings thereunder, including the rules of the New York Stock Exchange, Inc. and any other exchange or
market on which the Shares are listed or quoted. The Company shall use its reasonable best efforts to effect such registrations and to comply with such laws,
regulations and rulings forthwith upon advice by its counsel that any such registration or compliance is necessary.

     Section 15. Compliance with Section 16. With respect to persons subject to Section 16 of the Exchange Act, transactions under this Plan are intended to
comply with all applicable conditions of Rule 16b-3 (or its successor rule). To the extent that any grant of an Award fails to so comply, it shall be deemed null
and void to the extent permitted by law and to the extent deemed advisable by the Plan Administrator.

     Section 16. Participation by Foreign Nationals. The Plan Administrator may, in order to fulfill the purposes of the Plan and without amending the Plan,
modify grants to foreign nationals or United States citizens employed abroad in order to recognize differences in local law, tax policy or custom.

     Section 17. No Right to Employment. The Plan shall not confer upon any Participant any right with respect to continuation of any employment or
consulting relationship with the Company or membership on the Board, nor shall it interfere in any way with the right to terminate such Participant’s
employment or consulting relationship at any time, with or without cause.

     Section 18. Governing Law. The validity, constrictions and effect of this Plan, agreements entered into pursuant to the Plan, and of any rules, regulations,
determinations or decisions made by the Plan Administrator relating to the Plan or such agreements, and the rights of any and all persons having or claiming
to have any interest therein or thereunder, shall be determined exclusively in accordance with applicable federal laws and the laws of the Commonwealth of
Pennsylvania, without regard to its conflict of laws principles.

     Section 19. Effective Date of Plan/Duration. The Plan shall become effective upon approval of the Plan by the affirmative vote of holders of a majority
of the outstanding Shares
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present and voting at a meeting of shareowners; provided that at least a majority of the outstanding Shares votes for, against or abstains on the matter and at
least a majority of these Shares votes in favor of the Plan. No Award may be granted under the Plan after July 23, 2012. Awards granted on or prior to July 23,
2012 shall remain outstanding in accordance with this Plan and their respective terms.
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Exhibit 99.1

     
 FROM: KENNAMETAL INC.

  P.O. Box 231
  Latrobe, PA 15650

  724-539-6141
   

   Investor Relations
   Contact: Beth A. Riley
    
   Media Relations
   Contact: Joy Chandler
    
 DATE: October 27, 2004
    
 FOR RELEASE: Immediate

KENNAMETAL REPORTS STRONG START TO FISCAL 2005

– Q1 05 sales up 20 percent
 

– Strong performance in all business units
 

– Earnings per diluted share (EPS) of $0.61, up 79 percent
 

– Raising EPS outlook for FY05 to $2.80 and $3.00

LATROBE, Pa., October 27, 2004 - Kennametal Inc. (NYSE: KMT) today reported fiscal 2005 first-quarter EPS of $0.61 compared with prior year adjusted
EPS of $0.34. First quarter EPS exceeded previous guidance and there were no special items. Reported EPS in last year’s 1st quarter were $0.24 and included
special items totaling $0.10. The effective tax rate in first quarter was 36 percent compared to prior year’s rate of 32 percent.

EPS Summary

Company Guidance (9/15/04): $0.55 to $0.60

Analyst Estimate Range (10/18/04): $0.50 to $0.60

Reported EPS: $0.61

Kennametal Chairman, President and Chief Executive Officer, Markos I. Tambakeras, said, “We are very pleased to build on our successes of last year with a
strong start to Fiscal 2005. We are particularly encouraged by the performance across all our North American businesses, including J&L Industrial Supply.
For our Metalworking business, growth in the North American and developing markets was augmented by a return to modest growth in Europe. The
investments we have made in the Kennametal Value Business System (KVBS) over the past several years are translating into strong results as the markets we
serve continue to perform well.”
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Highlights of the Fiscal 2005 First Quarter

• Record sales up 20 percent on 15 percent organic sales growth, 3 percent benefit from foreign currency exchange and 2 percent from acquisitions.

• Reported net income was $22.7 million versus $8.8 million in the same quarter last year, as improved sales volume was leveraged against a more
productive operating structure in the current quarter.

• Net cash flow from operations was $32 million versus $12 million last year. Free operating cash flow totaled $17 million for the quarter versus $2 million
in last year’s comparable quarter, due to improved earnings and lower tax payments, partially offset by increased capital investment.

• As of September 30, 2004, total debt was $435 million, down $5 million from June 2004 and down $85 million from September 30, 2003.

• Debt to capital decreased to 31.6 percent versus 40.5 percent at the end of September in the prior year.

• Adjusted Return on Invested Capital improved 210 basis points to 7.6 percent.

Outlook

Demand levels experienced in the fiscal first quarter continue to support expectations of economic strength in the manufacturing sector throughout the
remainder of fiscal 2005 in North America and rest-of-world markets. European markets are expected to continue a modest recovery in industrial activity.

Tambakeras said, “We are confident that the talent and drive of our employees, coupled with sound execution of the KVBS processes, will deliver substantial
top and bottom line growth throughout 2005. We expect to offset significantly higher raw material prices through pricing and operational efficiencies, and are
closely monitoring the potential for a negative impact from capacity constraints. Despite these challenges, we are determined to continue to deliver superior
financial performance in the coming quarters. We are focused on continuing to build on our successful start to fiscal 2005 by taking advantage of our broad
geographic footprint, lean operating structure and world-class product and service technology to deliver competitive advantage to our customers and value for
our shareholders.”
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Organic sales for the second quarter of fiscal 2005 are expected to grow 13 to 15 percent. Reported EPS is expected to be $0.60 to $0.65. The assumed
effective tax rate for the second quarter is approximately 20%. The expected tax rate for the full year remains approximately 32%, consistent with original
guidance. As the Company indicated previously, it plans to execute a business strategy that will lower its tax rate in one quarter during the fiscal year.

For the full year, organic sales are expected to grow 8 to 10 percent. Reported EPS are expected to be $2.80 to $3.00, up 30 to 40 percent.

Kennametal anticipates net cash flow provided by operating activities of approximately $180 to $220 million in fiscal 2005. Purchases of property, plant and
equipment, net of proceeds from disposals of property, plant and equipment are expected to be approximately $70 to $80 million. Adjusting net cash flow
provided by operating activities for the above items, Kennametal expects to generate between $110 and $140 million of free operating cash flow for fiscal
2005.

Kennametal advises shareholders to note monthly order trends, for which the company makes a disclosure ten business days after the conclusion of each
month. This information is available on the Investor Relations section of Kennametal’s corporate web site at www.kennametal.com.

Dividend Declared

Kennametal also announced its Board of Directors declared a quarterly cash dividend of $0.17 cents per share, payable November 22, 2004, to shareowners of
record as of the close of business on November 10, 2004.

First quarter results will be discussed in a live Internet broadcast at 10:00 a.m. (Eastern) today. Access the live or archived conference by visiting the Investor
Relations section of Kennametal’s corporate web site at www.kennametal.com.
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This release contains “forward-looking” statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities
Exchange Act of 1934. You can identify these forward-looking statements by the fact they use words such as “should,” “anticipate,” “estimate,”
“approximate,” “expect,” “may,” “will,” “project,” “intend,” “plan,” “believe,” and others words of similar meaning and expression in connection with
any discussion of future operating or financial performance. One can also identify forward-looking statements by the fact that they do not relate strictly to
historical or current facts. These statements are likely to relate to, among other things, our goals, plans and projections regarding our financial position,
results of operations, market position and product development, which are based on current expectations that involve inherent risks and uncertainties,
including factors that could delay, divert or change any of them in the next several years. Although it is not possible to predict or identify all factors, they may
include the following: global economic conditions; future terrorist attacks; epidemics; risks associated with integrating and divesting businesses and
achieving the expected savings and synergies; demands on management resources; risks associated with international markets such as currency exchange
rates, and social and political environments; competition; labor relations; commodity prices; demand for and market acceptance of new and existing
products; and risks associated with the implementation of restructuring plans and environmental remediation matters. We can give no assurance that any
goal or plan set forth in forward-looking statements can be achieved and readers are cautioned not to place undue reliance on such statements, which speak
only as of the date made. We undertake no obligation to release publicly any revisions to forward-looking statements as a result of future events or
developments.

Kennametal Inc. aspires to be the premier tooling solutions supplier in the world with operational excellence throughout the value chain and best-in-class
manufacturing and technology. Kennametal strives to deliver superior shareowner value through top-tier financial performance. The company provides
customers a broad range of technologically advanced tools, tooling systems and engineering services aimed at improving customers’ manufacturing
competitiveness. With about 13,500 employees worldwide, the company’s annual sales approximate $2.0 billion, with nearly half coming from sales outside
the United States. Kennametal is a five-time winner of the GM “Supplier of the Year” award and is represented in more than 60 countries. Kennametal
operations in Europe are headquartered in Fürth, Germany. Kennametal Asia Pacific operations are headquartered in Singapore. For more information, visit
the company’s web site at www.kennametal.com.
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FINANCIAL HIGHLIGHTS

Consolidated financial highlights for Kennametal Inc. (NYSE: KMT) for the quarter ended September 30, 2004 and 2003 are shown in the following tables
(in thousands, except per share amounts).

Consolidated Statements of Income (Unaudited)

         
  Quarter Ended

  
September 30,

  
2004

 
2003

Sales  $531,436  $444,575 
Cost of goods sold (1)   358,041   300,468 

   
 
   

 
 

Gross profit   173,395   144,107 
Operating expense (2)   130,949   121,239 
Restructuring and asset impairment charges   —   550 
Amortization of intangibles   537   470 

   
 
   

 
 

Operating income   41,909   21,848 
Interest expense   6,456   6,600 
Other (income) expense, net   (1,574)   1,337 

   
 
   

 
 

Income before provision for income taxes and minority interest   37,027   13,911 
Provision for income taxes   13,330   4,452 
Minority interest   977   695 
   

 
   

 
 

Net income  $ 22,720  $ 8,764 
   

 

   

 

 

Basic earnings per share  $ 0.62  $ 0.25 
   

 

   

 

 

Diluted earnings per share  $ 0.61  $ 0.24 
   

 

   

 

 

Dividends per share  $ 0.17  $ 0.17 
   

 

   

 

 

Basic weighted average shares outstanding   36,373   35,336 
   

 

   

 

 

Diluted weighted average shares outstanding   37,363   35,989 
   

 

   

 

 

1) For the quarter ended September 30, 2003, these amounts include charges of $0.1 million for integration activities related to the Widia acquisition and
$2.8 million related to restructuring programs.

 
2) For the quarter ended September 30, 2003, these amounts include charges of $1.4 million for integration activities related to the Widia acquisition.
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FINANCIAL HIGHLIGHTS (Continued)

In addition to reported results under U.S. GAAP, the following financial highlight tables also include, where appropriate, a reconciliation of results excluding
special items and free operating cash flow (which are non-GAAP measures), to the most directly comparable GAAP measures. Management believes that
each of these non-GAAP financial measures is useful to investors to more easily compare the Company’s financial performance period to period.

For the quarter ended September 30, 2004, there were no special items.

RECONCILIATION TO GAAP - QUARTER ENDED SEPTEMBER 30, 2003 (Unaudited)

                     
                  Diluted
      Operating  Operating  Net  Earnings

  
Gross Profit

 
Expense

 
Income

 
Income

 
Per Share

2003 Reported Results  $144,107  $121,239  $21,848  $ 8,764  $0.24 
MSSG Restructuring   2,843   —   3,393   2,307   0.07 
Widia Integration Costs - MSSG   63   (1,448)   1,511   1,027   0.03 
Widia Integration Costs - AMSG   48   —   48   33   — 

   
 
   

 
   

 
   

 
   

 
 

2003 Results Excluding Special Items  $147,061  $119,791  $26,800  $12,131  $0.34 
   

 

   

 

   

 

   

 

   

 

 

EPS for the quarter ended September 30, 2004 of $0.61 is up 79 percent from EPS, excluding special charges, of $0.34 and 154 percent from EPS, as
reported, of $0.24 for the quarter ended September 30, 2003.
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FINANCIAL HIGHLIGHTS (Continued)

     SEGMENT DATA (Unaudited):

         
  Quarter Ended

  
September 30,

  
2004

 
2003

Outside Sales:         
Metalworking Solutions and Services Group  $315,870  $271,129 
Advanced Materials Solutions Group   117,886   93,631 
J&L Industrial Supply   61,417   48,139 
Full Service Supply   36,263   31,676 
   

 
   

 
 

Total Outside Sales  $531,436  $444,575 
   

 

   

 

 

Sales By Geographic Region:         
Within the United States  $277,147  $232,614 
International   254,289   211,961 
   

 
   

 
 

Total Outside Sales  $531,436  $444,575 
   

 

   

 

 

Operating Income (Loss), as reported:         
Metalworking Solutions and Services Group  $ 38,872  $ 23,502 
Advanced Materials Solutions Group   14,533   11,822 
J&L Industrial Supply   5,721   2,685 
Full Service Supply   120   (281)
Corporate and Eliminations (1)   (17,337)   (15,880)
   

 
   

 
 

Total Operating Income  $ 41,909  $ 21,848 
   

 

   

 

 

Operating Income (Loss), excluding special charges:         
Metalworking Solutions and Services Group  $ 38,872  $ 28,406 
Advanced Materials Solutions Group   14,533   11,870 
J&L Industrial Supply   5,721   2,685 
Full Service Supply   120   (281)
Corporate and Eliminations (1)   (17,337)   (15,880)
   

 
   

 
 

Total Operating Income  $ 41,909  $ 26,800 
   

 

   

 

 

(1) Includes corporate functional shared services and intercompany eliminations.
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FINANCIAL HIGHLIGHTS (Continued)

OPERATING INCOME / (LOSS) RECONCILIATION (Unaudited):

For the quarter ended September 30, 2004, there were no special items.

QUARTER ENDED SEPTEMBER 30,

                         

  
MSSG

 
AMSG

 
J&L

 
FSS

 
Corp. & Elim.

 
Total

2003 Reported Operating Income (Loss)  $23,502  $11,822  $2,685  $(281)  $(15,880)  $21,848 
Restructuring   3,393   —   —   —   —   3,393 
Widia Integration Costs   1,511   48   —   —   —   1,559 

   
 
   

 
   

 
   

 
   

 
   

 
 

2003 Operating Income (Loss) Excluding Special Items  $28,406  $11,870  $2,685  $(281)  $(15,880)  $26,800 
   

 

   

 

   

 

   

 

   

 

   

 

 

RECONCILIATION TO FREE OPERATING CASH FLOW INFORMATION (Unaudited)

         
  Quarter Ended

  
September 30,

  
2004

 
2003

Net income  $ 22,720  $ 8,764 
Other non-cash items   5,282   6,473 
Depreciation and amortization   15,468   15,351 
Change in inventory   (13,022)   3,728 
Change in accounts receivable   (3,058)   5,054 
Change in accounts payable   (3,178)   (12,512)
Change in other assets and liabilities   7,595   (14,673)
   

 
   

 
 

Net cash flow provided by operating activities   31,807   12,185 
Purchase of property, plant and equipment   (15,219)   (10,594)
Proceeds from disposals of property, plant and equipment   506   534 
   

 
   

 
 

Free operating cash flow  $ 17,094  $ 2,125 
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FINANCIAL HIGHLIGHTS (Continued)

CONDENSED BALANCE SHEETS (Unaudited)

                     

  
09/30/04

 
06/30/04

 
03/31/04

 
12/31/03

 
09/30/03

ASSETS                     
Cash and equivalents  $ 28,688  $ 25,940  $ 27,528  $ 15,086  $ 14,720 
Trade receivables, net of allowance   369,008   364,725   357,795   324,509   327,464 
Receivables securitized   (115,309)   (117,480)   (108,916)   (101,422)   (95,318)
   

 
   

 
   

 
   

 
   

 
 

Accounts receivable, net   253,699   247,245   248,879   223,087   232,146 
Inventories   404,478   388,077   387,202   386,250   387,877 
Deferred income taxes   96,144   95,240   87,651   88,020   86,888 
Other current assets   37,178   40,443   38,803   39,460   47,003 
   

 
   

 
   

 
   

 
   

 
 

Total current assets   820,187   796,945   790,063   751,903   768,634 
   

 
   

 
   

 
   

 
   

 
 

Property, plant and equipment, net   487,616   484,475   481,793   487,530   489,242 
Goodwill and Intangible assets, net   545,901   542,014   554,614   500,890   484,662 
Other assets   116,319   115,229   59,641   72,802   67,108 
   

 
   

 
   

 
   

 
   

 
 

Total  $1,970,023  $1,938,663  $ 1,886,111  $1,813,125  $1,809,646 
   

 

   

 

   

 

   

 

   

 

 

LIABILITIES                     
Short-term debt, including notes payable  $ 116,446  $ 126,807  $ 8,193  $ 12,872  $ 11,375 
Accounts payable   146,543   148,216   132,246   112,563   107,653 
Accrued liabilities   220,496   214,359   202,460   183,835   197,578 
   

 
   

 
   

 
   

 
   

 
 

Total current liabilities   483,485   489,382   342,899   309,270   316,606 
   

 
   

 
   

 
   

 
   

 
 

Long-term debt   318,989   313,400   486,119   468,455   508,763 
Deferred income taxes   63,113   64,571   38,045   36,087   41,368 
Other liabilities   162,627   167,926   192,546   191,585   180,258 
   

 
   

 
   

 
   

 
   

 
 

Total liabilities   1,028,214   1,035,279   1,059,609   1,005,397   1,046,995 
   

 
   

 
   

 
   

 
   

 
 

MINORITY INTEREST   17,377   16,232   16,598   16,286   16,089 
   

 
   

 
   

 
   

 
   

 
 

SHAREOWNERS’ EQUITY   924,432   887,152   809,904   791,442   746,562 
   

 
   

 
   

 
   

 
   

 
 

Total  $1,970,023  $1,938,663  $ 1,886,111  $1,813,125  $1,809,646 
   

 

   

 

   

 

   

 

   

 

 

         
Debt to Capital Reconciliation

(Unaudited)         
         
  September 30,

  
2004

 
2003

Total Debt  $ 435,435  $ 520,138 
Total Shareowners’ Equity   924,432   746,562 
   

 
   

 
 

Debt to Equity, GAAP   47.1%   69.7%
Total Debt  $ 435,435  $ 520,138 
Minority Interest   17,377   16,089 
Total Shareowners’ Equity   924,432   746,562 
   

 
   

 
 

Total Capital  $ 1,377,244  $ 1,282,789 
Debt to Capital   31.6%   40.5%
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FINANCIAL HIGHLIGHTS (Continued)

RETURN ON INVESTED CAPITAL (Unaudited)

For the Period Ended September 30, 2004

                         

Invested Capital  
9/30/2004

 
6/30/2004

 
3/31/2004

 
12/31/2003

 
9/30/2003

 
Average

Debt  $ 435,435  $ 440,207  $ 494,312  $ 481,327  $ 520,138  $ 474,284 
Acct. Rec. Securitized   115,309   117,480   108,916   101,422   95,318   107,689 
Minority Interest   17,377   16,232   16,598   16,286   16,089   16,516 
Equity   924,432   887,152   809,904   791,442   746,562   831,899 
   

 
   

 
   

 
   

 
   

 
   

 
 

Total  $1,492,553  $1,461,071  $1,429,730  $1,390,477  $1,378,107  $1,430,388 
   

 

   

 

   

 

   

 

   

 

   

 

 

                     
          Quarter Ended     

Interest Expense  
9/30/2004

 
6/30/2004

 
3/31/2004

 
12/31/2003

 
Total

Interest Expense  $6,456  $6,405  $6,332  $6,547  $25,740 
Securitization Interest   580   443   356   483   1,862 
   

 
   

 
   

 
   

 
   

 
 

Total Interest Expense  $7,036  $6,848  $6,688  $7,030  $27,602 
   

 

   

 

   

 

   

 

   

 

 

Income Tax Benefit                   9,109 
                   

 
 

Total Interest Expense, net of tax                  $18,493 
                   

 

 

                     
          Quarter Ended     

Total Income  
9/30/2004

 
6/30/2004

 
3/31/2004

 
12/31/2003

 
Total

Net Income, as reported  $22,720  $29,852  $24,070  $10,892  $ 87,534 
Minority Interest Expense   977   (36)   533   404   1,878 
MSSG Restructuring   —   —   —   1,109   1,109 
AMSG Restructuring   —   —   —   1,018   1,018 
Pension Curtailment   —   —   —   883   883 
Gain on Toshiba Investment   —   —   —   (2,990)   (2,990)
Strong Tool Note Receivable   —   —   —   1,360   1,360 
   

 
   

 
   

 
   

 
   

 
 

Total Income, excluding special charges  $23,697  $29,816  $24,603  $12,676  $ 90,792 
   

 

   

 

   

 

   

 

   

 

 

Total Income, excluding special charges                  $ 90,792 
Total Interest Expense, net of tax                   18,493 
                   

 
 

                  $ 109,285 
Average Invested Capital                  $1,430,388 
                   

 
 

Adjusted Return on Invested Capital                   7.6%
                   

 

 

Return on Invested Capital calculated utilizing Net Income, as reported is as follows:

                     
Net Income, as reported                  $ 87,534 
Total Interest Expense, net of tax                   18,493 

                   
 
 

                  $ 106,027 
Average Invested Capital                  $1,430,388 

                   
 
 

Return on Invested Capital                   7.4%
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FINANCIAL HIGHLIGHTS (Continued)

For the Period Ended September 30, 2003

                         

Invested Capital  
9/30/2003

 
6/30/2003

 
3/31/2003

 
12/31/2002

 
9/30/2002*

 
Average

Debt  $ 520,138  $ 525,687  $ 580,135  $ 617,016  $ 596,715  $ 567,938 
Acct. Rec. Securitized   95,318   99,316   93,614   100,000   94,319   96,514 
Minority Interest   16,089   18,880   18,070   17,594   13,001   16,727 
Equity   746,562   721,577   756,511   737,729   713,427   735,161 
   

 
   

 
   

 
   

 
   

 
   

 
 

Total  $1,378,107  $1,365,460  $1,448,330  $1,472,339  $1,417,462  $1,416,340 
   

 

   

 

   

 

   

 

   

 

   

 

 

                     
          Quarter Ended     

Interest Expense  
9/30/2003

 
6/30/2003

 
3/31/2003

 
12/31/2002

 
Total

Interest Expense  $6,600  $9,108  $8,979  $ 9,594  $34,281 
Securitization Interest   397   413   406   536   1,752 
   

 
   

 
   

 
   

 
   

 
 

Total Interest Expense  $6,997  $9,521  $9,385  $10,130  $36,033 
   

 

   

 

   

 

   

 

   

 

 

Income Tax Benefit                   11,531 
                   

 
 

Total Interest Expense, net of tax                  $24,502 
                   

 

 

                     
          Quarter Ended     

Total Income  
9/30/2003

 
6/30/2003

 
3/31/2003

 
12/31/2002

 
Total

Net Income, as reported  $ 8,764  $ (4,868)  $ 9,699  $ 2,470  $ 16,065 
Minority Interest Expense   695   74   739   709   2,217 
MSSG Restructuring   2,307   2,194   754   3,394   8,649 
AMSG Restructuring   —   857   773   1,577   3,207 
Corporate Restructuring   —   (69)   195   670   796 
J&L Restructuring   —   (45)   561   327   843 
FSS Restructuring   —   —   6   20   26 
Widia Integration Costs - MSSG   1,027   1,758   1,337   967   5,089 
Widia Integration Costs - AMSG   33   818   13   3   867 
AMSG Electronics Impairment   —   15,269   —   —   15,269 
   

 
   

 
   

 
   

 
   

 
 

Total Income, excluding special charges  $12,826  $15,988  $14,077  $10,137  $ 53,028 
   

 

   

 

   

 

   

 

   

 

 

Total Income, excluding special charges                  $ 53,028 
Total Interest Expense, net of tax                   24,502 
                   

 
 

                  $ 77,530 
Average Invested Capital                  $1,416,340 
                   

 
 

Adjusted Return on Invested Capital                   5.5%
                   

 

 

Return on Invested Capital calculated utilizing Net Income, as reported is as follows:

                     
Net Income, as reported                  $ 16,065 
Total Interest Expense, net of tax                   24,502 
                   

 
 

                  $ 40,567 
Average Invested Capital                  $1,416,340 
                   

 
 

Return on Invested Capital                   2.9%
                   

 

 

* The September 30,2002 invested capital components utilized represent average balances for the three months ended September 30,2002 due to the Widia
acquisition in August 2002.

-end-

11


