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PART I

Item 1. Business.
(a) General Development of Business.

Harsco Corporation (‘“the Company”) is a diversified, multinational provider of market-leading industrial services and
engineered products. The Company’s operations fall into two reportable segments: Harsco Infrastructure (formerly
Access Services) and Harsco Metals (formerly Mill Services), plus an “all other” category labeled Harsco Minerals &
Rail. The Company has locations in 50 countries, including the United States. The Company was incorporated in
1956.

The Company’s executive offices are located at 350 Poplar Church Road, Camp Hill, Pennsylvania 17011. The
Company’s main telephone number is (717) 763-7064. The Company’s Internet website address is

www.harsco.com. Through this Internet website (in the “Investor Relations” link) the Company makes available, free of
charge, its Annual Report on Form 10-K, Quarterly Reports on Form 10-Q and Current Reports on Form 8-K and all
amendments to those reports, as soon as reasonably practicable after those reports are electronically filed or furnished

to the Securities and Exchange Commission. Information contained on the Company’s website is not incorporated by
reference into this Annual Report on Form 10-K, and should not be considered as part of this Annual Report on Form
10-K.

The Company’s principal lines of business and related principal business drivers are as follows:
Principal Lines of Business Principal Business Drivers

- Highly engineered scaffolding, concrete - Infrastructure and non-residential construction
forming and shoring, and other access-related - Infrastructure plant maintenance requirements
services, rentals and sales

- Outsourced, on-site services to steel mills - Global metals production and capacity utilization
and other metals producers - Outsourcing of services by metals producers

- Minerals and recycling technologies - Demand for industrial co-product materials

- Railway track maintenance services and - Global railway track maintenance-of-way capital
equipment spending
- Outsourcing of track maintenance and new track
construction by railroads

- Industrial grating products - Industrial plant and warehouse construction and
expansion

- Air-cooled heat exchangers - Natural gas compression, transmission and demand

- Industrial abrasives and roofing granules - Industrial and infrastructure surface preparation and
restoration

- Residential roof replacement

- Heat transfer products and powder - Commercial and institutional boiler and water heater
processing equipment requirements
- Pharmaceutical, food and chemical production
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The Company reports segment information using the “management approach” in accordance with SFAS No. 131,
“Disclosures about Segments of an Enterprise and Related Information™ (“SFAS 131”). This approach is based on the way
management organizes and reports the segments within the enterprise for making operating decisions and assessing
performance. The Company’s reportable segments are identified based upon differences in products, services and

markets served. These segments and the types of products and services offered are more fully described in section (c)
below.

In 2008, 2007 and 2006, the United States contributed sales of $1.3 billion, $1.2 billion and $1.0 billion, equal to 32%,
31% and 32% of total sales, respectively. In 2008, 2007 and 2006, the United Kingdom contributed sales of $0.7
billion in each year, equal to 17%, 20% and 22% of total sales, respectively. One customer, ArcelorMittal,
represented approximately 10% of the Company’s sales during 2008, 2007 and 2006. There were no significant

inter-segment sales.
3




Edgar Filing: HARSCO CORP - Form 10-K

(b) Financial Information about Segments

Financial information concerning industry segments is included in Note 14, Information by Segment and Geographic
Area, to the Consolidated Financial Statements under Part II, Item 8, “Financial Statements and Supplementary Data.”

(c) Narrative Description of Business
(1) A narrative description of the businesses by reportable segment is as follows:
Harsco Infrastructure Segment — 39% of consolidated sales for 2008

The Harsco Infrastructure Segment includes the Company’s brand names of SGB Group, Hiinnebeck Group and Patent
Construction Systems. The Harsco Infrastructure Segment is one of the world’s most complete knowledge-based
global organizations for highly engineered rental scaffolding, shoring, concrete forming and other access-related
solutions. The U.K.-based SGB Group operates from a network of international branches throughout Europe, the
Middle East and Asia/Pacific; the Germany-based Hiinnebeck Group serves Europe, the Middle East and South
America, while the U.S.-based Patent Construction Systems serves North America including Mexico, Central America
and the Caribbean. Major services include the rental of concrete shoring and forming systems; scaffolding for
non-residential and infrastructure projects; as well as a variety of other infrastructure services including project
engineering and equipment erection and dismantling and, to a lesser extent, equipment sales.

The Company’s infrastructure services are provided through branch locations in over 30 countries plus export sales
worldwide. In 2008, this Segment’s revenues were generated in the following regions:

Harsco Infrastructure

Segment
2008
Percentage
of

Region Revenues
Western
Europe 59%
North
America 20%
Middle East
and Africa 11%
Eastern
Europe 8%
Asia/Pacific 1%
Latin
America (a) 1%
(a)
Including
Mexico.

For 2008, 2007 and 2006, the Harsco Infrastructure Segment’s percentage of the Company’s consolidated sales was
39%, 39% and 36%, respectively.

Harsco Metals Segment — 40% of consolidated sales for 2008
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The Harsco Metals Segment is the world’s largest provider of on-site, outsourced services to the global metals
industries. Harsco Metals provides its services on a long-term contract basis, supporting each stage of the
metal-making process from initial raw material handling to post-production by-product processing and on-site
recycling. Working as a specialized, value-added services provider, Harsco Metals rarely takes ownership of its
customers’ raw materials or finished products. This Segment’s multi-year contracts had estimated future revenues of
$4.1 billion at December 31, 2008. This provides the Company with a substantial base of long-term

revenues. Approximately 65% of these revenues are expected to be recognized by December 31, 2011. The
remaining revenues are expected to be recognized principally between January 1, 2012 and December 31, 2017.

4
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Harsco Metals operates in over 30 countries. In 2008, this Segment’s revenues were generated in the following
regions:

Harsco Metals Segment

2008
Percentage
of

Region Revenues
Western
Europe 52%
North
America 20%
Latin
America (a) 13%
Asia/Pacific 6%
Middle East
and Africa 5%
Eastern
Europe 4%
(a)
Including
Mexico.

For 2008, 2007 and 2006, the Harsco Metals Segment’s percentage of the Company’s consolidated sales was 40%, 41%
and 45%, respectively.

All Other Category - Harsco Minerals & Rail — 21% of consolidated sales for 2008

The All Other Category includes the Excell Minerals, Reed Minerals, Harsco Rail, IKG Industries, Air-X-Changers
and Patterson-Kelley Divisions. Approximately 84% of this category’s revenues originate in the United States.

Export sales for this Category totaled $102.7 million, $57.1 million and $96.6 million in 2008, 2007 and 2006,
respectively. In 2008, 2007 and 2006, export sales for the Harsco Rail Division were $68.1 million, $21.8 million and
$51.5 million, respectively, which included sales to Canada, Mexico, Europe, Asia, the Middle East and Africa. A
significant backlog exists at December 31, 2008 in the Harsco Rail Division as a result of orders received in 2007
from the Chinese Ministry of Railways.

Excell Minerals is a multinational company that extracts high-value metallic content for production re-use on behalf
of leading steelmakers and also specializes in the development of minerals technologies for commercial applications,
including agriculture fertilizers.

Reed Minerals’ industrial abrasives and roofing granules are produced from power-plant utility coal slag at a number
of locations throughout the United States. The Company’s BLACK BEAUTY® abrasives are used for industrial
surface preparation, such as rust removal and cleaning of bridges, ship hulls and various structures. Roofing granules
are sold to residential roofing shingle manufacturers, primarily for the replacement roofing market. This Division is
the United States’ largest producer of slag abrasives and third largest producer of residential roofing granules.

Harsco Rail is a global provider of equipment and services to maintain, repair and construct railway track. The
Company’s railway track maintenance services support railroad customers worldwide. The railway track maintenance
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equipment product class includes specialized track maintenance equipment used by private and government-owned
railroads and urban transit systems worldwide.

IKG Industries manufactures a varied line of industrial grating products at several plants in North America. These
products include a full range of bar grating configurations, which are used mainly in industrial flooring, and safety and
security applications in the power, paper, chemical, refining and processing industries.

Air-X-Changers is a leading supplier of custom-designed and manufactured air-cooled heat exchangers for the natural
gas industry. The Company’s heat exchangers are the primary apparatus used to condition natural gas during recovery,
compression and transportation from underground reserves through the major pipeline distribution channels.

Patterson-Kelley is a leading manufacturer of heat transfer products such as boilers and water heaters for commercial
and institutional applications, and also powder processing equipment such as blenders, dryers and mixers for the
chemical, pharmaceutical and food processing industries.

For 2008, 2007 and 2006, the All Other Category’s percentage of the Company’s consolidated sales was 21%, 20% and
19%, respectively.
5
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(1) (1) The products and services of the Company include a number of product groups. These product groups are more
fully discussed in Note 14, Information by Segment and Geographic Area, to the Consolidated Financial
Statements under Part II, Item 8, “Financial Statements and Supplementary Data.” The product groups that
contributed 10% or more as a percentage of consolidated sales in any of the last three fiscal years are set forth
in the following table:

Percentage of Consolidated Sales
Product Group 2008 2007 2006
Services and equipment for
infrastructure construction and

maintenance 39% 39% 36%
On-site services to metal 40% 41% 45%
producers

(1) (ii) New products and services are added from time to time; however, in 2008 none required the investment of a
material amount of the Company’s assets.

(1) (iii) The manufacturing requirements of the Company’s operations are such that no unusual sources of supply for
raw materials are required. The raw materials used by the Company for its limited product manufacturing
include principally steel and, to a lesser extent, aluminum, which are usually readily available. The
profitability of the Company’s manufactured products is affected by changing purchase prices of steel and
other materials and commodities. If steel or other material costs associated with the Company’s manufactured
products increase and the costs cannot be passed on to the Company’s customers, operating income would be
adversely impacted. Additionally, decreased availability of steel or other materials could affect the Company’s
ability to produce manufactured products in a timely manner. If the Company cannot obtain the necessary raw
materials for its manufactured products, then revenues, operating income and cash flows will be adversely
affected. Certain services performed by the Excell Minerals Division result in the recovery, processing and
sale of specialty steel scrap concentrate and ferro alloys to its customers. The selling price of the by-product
material is principally market-based and varies based upon the current market value of its components.
Therefore, the revenue amounts recorded from the sale of such by-product material varies based upon the
market value of the commodity components being sold. The Company has executed hedging instruments
designed to reduce the volatility of the revenue from the sale of the by-products material at varying market
prices. However, there can be no guarantee that such hedging strategies will be fully effective in reducing the
variability of revenues from period to period.

(1) (iv)  While the Company has a number of trademarks, patents and patent applications, it does not
consider that any material part of its business is dependent upon them.

(1)(v) The Company furnishes products and materials and certain industrial services within the Harsco Infrastructure
and the All Other Category that are seasonal in nature. As a result, the Company’s sales and net income for the
first quarter ending March 31 are normally lower than the second, third and fourth quarters. Additionally, the
Company has historically generated the majority of its cash flows in the second half of the year. This is a
direct result of normally higher sales and income during the latter part of the year. The Company’s historical
revenue patterns and cash provided by operating activities were as follows:

Historical Revenue from Continuing Operations Patterns
(In millions) 2008 2007 2006 2005 2004

First Quarter Ended March 31 $ 987.8 $ 8400 % 682.1 $ 558.0 $ 478.7
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Second Quarter Ended June 30 1,099.6 946.1 766.0 606.0 534.6
Third Quarter Ended September 30 1,044.9 927.4 773.3 599.5 532.9
Fourth Quarter Ended December 31 835.5 974.6 804.2 632.5 616.8
Totals $ 3,978 $ 3,6882@ $ 3,0256 $ 23960 $ 2,163.0
6
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Historical Cash Provided by Operations

(In millions) 2008 2007 2006 2005 2004
First Quarter Ended March 31 $ 320 $ 417 $ 698 $ 481 % 324
Second Quarter Ended June 30 178.5 154.9 114.5 86.3 64.6
Third Quarter Ended September 30 171.6 175.7 94.6 98.1 68.9
Fourth Quarter Ended December 31 192.2 994 130.3 82.7 104.6
Totals $ 5743 $ 4717 % 4092 $ 315.3(a) $ 270.5
(a) Does

not total

due to

rounding.

(1)(vi) The practices of the Company relating to working capital are similar to those practices of other industrial
service providers or manufacturers servicing both domestic and international industrial services and
commercial markets. These practices include the following:

e Standard accounts receivable payment terms of 30 days to 60 days, with progress payments required for certain
long-lead-time or large orders. Payment terms are longer in certain international markets.
e Standard accounts payable payment terms of 30 days to 90 days.
¢ Inventories are maintained in sufficient quantities to meet forecasted demand. Due to the time required to
manufacture certain railway maintenance equipment to customer specifications, inventory levels of this business
tend to increase for an extended time during the production phase and then decline when the equipment is sold.

(1) (vii) One customer, ArcelorMittal, represented approximately 10% of the Company’s sales in 2008, 2007 and
2006. The Harsco Metals Segment is dependent largely on the global steel industry, and in 2008, 2007 and
2006 there were two customers that each provided in excess of 10% of this Segment’s revenues under multiple
long-term contracts at numerous mill sites. ArcelorMittal was one of those customers in 2008, 2007 and
2006. The Company expects ArcelorMittal sales in 2009 to be less than 10% of the Company’s sales due
primarily to reduced steel production levels; the Company’s exiting of certain underperforming contracts with
ArcelorMittal; and a stronger U.S. dollar. The loss of any one of the contracts would not have a material
adverse effect upon the Company’s financial position or cash flows; however, it could have a material effect
on quarterly or annual results of operations. Additionally, these customers have significant accounts
receivable balances. Further consolidation in the global steel industry is possible. Should transactions occur
involving some of the Company’s larger steel industry customers, it would result in an increase in
concentration of credit risk for the Company. If a large customer were to experience financial difficulty, or
file for bankruptcy protection, it could adversely impact the Company’s income, cash flows and asset
valuations. As part of its credit risk management practices, the Company closely monitors the credit standing
and accounts receivable position of its customer base. See Note 10, Commitments and Contingencies, to the
Consolidated Financial Statements under Part II, Item 8, “Financial Statements and Supplementary Data” for
additional Information regarding a customer breach of contract.

(1)(viii) Backlog of manufacturing orders from continuing operations was $639.7 million and $448.1 million as of
December 31, 2008 and 2007, respectively. A significant backlog exists at December 31, 2008 in the Harsco
Rail Group as a result of orders received in 2007 from the Chinese Ministry of Railways. It is expected that
approximately 47% of the total backlog at December 31, 2008 will not be filled during 2009. Exclusive of
certain orders received by Harsco Rail such as the order from the Chinese Ministry of Railways, the
Company’s backlog is seasonal in nature and tends to follow in the same pattern as sales and net income
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which is discussed in section (1)(v) above. Order backlog for scaffolding, shoring and forming services of
the Harsco Infrastructure Segment is excluded from the above amounts. These amounts are generally not
quantifiable due to short order lead times for certain services, the nature and timing of the products and
services provided and equipment rentals with the ultimate length of the rental period often

unknown. Backlog for roofing granules and slag abrasives is not included in the total backlog because it is
generally not quantifiable, due to the short order lead times of the products provided. Backlog for minerals
and recycling technologies is not included in the total backlog amount because it is generally not quantifiable
due to short order lead times of the products and services provided. Contracts for the Harsco Metals
Segment are also excluded from the total backlog. These contracts have estimated future revenues of $4.1
billion at December 31, 2008. For additional information regarding backlog, see the Backlog section
included in Part II, Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of
Operations.”

14
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(1) (ix) At December 31, 2008, the Company had no material contracts that were subject to renegotiation of profits or
termination at the election of the U.S. Government.

(1)(x) The Company encounters active competition in all of its activities from both larger and smaller companies who
produce the same or similar products or services, or who produce different products appropriate for the same
uses.

(1) (xi) The expense for product development activities was $5.3 million, $3.2 million and $2.8 million in 2008, 2007
and 2006, respectively. For additional information regarding product development activities, see the Research
and Development section included in Part II, Item 7, “Management’s Discussion and Analysis of Financial
Condition and Results of Operations.”

(1) (xii) The Company has become subject, as have others, to stringent air and water quality control legislation. In
general, the Company has not experienced substantial difficulty complying with these environmental
regulations in the past, and does not anticipate making any material capital expenditures for environmental
control facilities. While the Company expects that environmental regulations may expand, and that its
expenditures for air and water quality control will continue, it cannot predict the effect on its business of such
expanded regulations. For additional information regarding environmental matters see Note 10,
Commitments and Contingencies, to the Consolidated Financial Statements included in Part II, Item 8,
“Financial Statements and Supplementary Data.”

1 (xiii) As of December 31, 2008, the Company had approximately 21,500 employees.
(d) Financial Information about Geographic Areas
Financial information concerning foreign and domestic operations is included in Note 14, Information by Segment
and Geographic Area, to the Consolidated Financial Statements under Part II, Item 8, “Financial Statements and
Supplementary Data.” Export sales from the U.S. totaled $105.7 million, $61.7 million and $99.6 million in 2008,
2007 and 2006, respectively.

(e) Available Information

Information is provided in Part I, Item 1 (a), “General Development of Business.”

Item 1A. Risk Factors.

Set forth below and elsewhere in this report and in other documents the Company files with the Securities and

Exchange Commission are risks and uncertainties that could cause the Company’s actual results to materially differ
from the results contemplated by the forward-looking statements contained in this report and in other documents the

Company files with the Securities and Exchange Commission.

Market risk.

In the normal course of business, the Company is routinely subjected to a variety of risks. In addition to the market
risk associated with interest rate and currency movements on outstanding debt and non-U.S. dollar-denominated assets
and liabilities, other examples of risk include customer concentration in Harsco Metals and certain businesses of the
“All Other” Category, collectibility of receivables, volatility of the financial markets and their effect on pension plans,
and global economic and political conditions.
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The financial markets in the United States, Europe and Asia experienced extreme disruption in the last half of 2008
and into 2009, including, among other things, severely diminished liquidity and credit availability for many business
entities, declines in consumer confidence, negative economic growth, declines in real estate values, increases in
unemployment rates, significant volatility in equities, rating agency downgrades, and uncertainty about economic
stability. This has led to a global recession. Governments across the globe have taken unprecedented actions,
including economic stimulus programs, intended to address these difficult market conditions. These economic
uncertainties affect all businesses in a number of ways, making it difficult to accurately forecast and plan future
business activities.

8
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The continuing disruption in the credit markets has severely restricted access to capital for many companies. If credit
markets continue to deteriorate, the Company’s ability to incur additional indebtedness to fund operations or refinance
maturing obligations as they become due may be significantly constrained. The Company is unable to predict the
likely duration and severity of the current disruptions in the credit and financial markets and adverse global economic
conditions. While these conditions have not impaired the Company’s ability to access credit markets and finance
operations at this time, if the current uncertain economic conditions continue or further deteriorate, the Company’s
business and results of operations could be materially and adversely affected.

Cyclical industry and economic conditions may adversely affect the Company’s businesses.

The Company’s businesses are subject to general economic slowdowns and cyclical conditions in the industries
served. In particular,

e The Company’s Harsco Infrastructure Segment may be adversely impacted by slowdowns in non-residential or
infrastructure construction and annual industrial and building maintenance cycles;

e The Company’s Harsco Metals Segment may be adversely impacted by slowdowns in steel mill production, excess
capacity, consolidation or bankruptcy of steel producers or a reversal or slowing of current outsourcing trends in the
steel industry;

¢ The railway track maintenance services and equipment business may be adversely impacted by developments in the
railroad industry that lead to lower capital spending or reduced maintenance spending;

e The reclamation recycling services business may be adversely impacted by slowdowns in customer production or a
reduction in the selling price of its materials, which is market-based and varies based upon the current fair value of
the components being sold. Therefore, the revenue amounts recorded from the sale of such recycled materials vary
based upon the fair value of the commodity components being sold;

e The roofing granules and abrasives business may be adversely impacted by reduced home resales or economic
conditions that slow the rate of residential roof replacement, or by slowdowns in the industrial and infrastructure
refurbishment industries;

e The industrial grating products business may be adversely impacted by slowdowns in non-residential construction
and industrial production;

e The air-cooled heat exchangers business is affected by cyclical conditions present in the natural gas
industry. Therefore, a slowdown in natural gas production could adversely affect this business;

e The Company’s access to capital and the associated costs of borrowing may be adversely impacted by the tightening
of credit markets. Capital constraints and increased borrowing costs may also adversely impact the financial
position and operations of the Company’s customers across all business segments.

The Company’s defined benefit pension expense is directly affected by the equity and bond markets and a downward
trend in those markets could adversely impact the Company’s future earnings.

In addition to the economic issues that directly affect the Company’s businesses, changes in the performance of equity
and bond markets, particularly in the United Kingdom and the United States, impact actuarial assumptions used in
determining annual pension expense, pension liabilities and the valuation of the assets in the Company’s defined
benefit pension plans. Further financial market deterioration would most likely have a negative impact on the
Company’s pension expense and the accounting for pension assets and liabilities. This could result in a decrease to
Stockholders’ Equity and an increase in the Company’s statutory funding requirements.
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The Company’s earnings may be positively or negatively impacted by the amount of income or expense the Company
records for defined benefit pension plans. The Company calculates income or expense for the plans using actuarial
valuations that reflect assumptions relating to financial market and other economic conditions. The most significant
assumptions used to estimate defined benefit pension income or expense for the upcoming year are the discount rate
and the expected long-term rate of return on plan assets. If there are significant changes in key economic indicators,
these assumptions may materially affect the Company’s financial position, results of operations, or cash flows. These
key economic factors would also likely affect the amount of cash the Company would contribute to the defined benefit
pension

9
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plans. For a discussion regarding how the Company’s financial statements can be affected by defined benefit pension
plan accounting policies, see the Pension Benefits section of the Application of Critical Accounting Policies in Part II,
Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations”.

In response to adverse market conditions during 2002 and 2003, the Company conducted a comprehensive global
review of its defined benefit pension plans in order to formulate a plan to make its long-term pension costs more
predictable and affordable. In 2008, as a response to worsening economic conditions, the Company implemented
design changes for additional defined benefit plans, of which the principal change involved converting future pension
benefits for many of the Company’s non-union employees in the United Kingdom from a defined benefit plan to a
defined contribution plan. Defined benefit pension expense is expected to increase by approximately $28 million in
2009 when compared with 2008.

The Company’s pension committee continues to evaluate alternative strategies to further reduce overall pension
expense including: conversion of certain remaining defined benefit plans to defined contribution plans; the on-going
evaluation of investment fund managers’ performance; the balancing of plan assets and liabilities; the risk assessment
of all multi-employer pension plans; the possible merger of certain plans; the consideration of incremental cash
contributions to certain plans; and other changes that are likely to reduce future pension expense volatility and
minimize risk.

In addition to the Company’s defined benefit pension plans, the Company also participates in numerous
multi-employer pension plans throughout the world. Within the United States, the Pension Protection Act of 2006
may require additional funding for multiemployer plans that could cause the Company to be subject to higher cash
contributions in the future. Additionally, market conditions may affect the funded status of multi-employer plans and
consequently any Company withdrawal liability, if applicable. The Company continues to monitor and assess any full
and partial withdrawal liability implications associated with these plans.

The Company’s global presence subjects it to a variety of risks arising from doing business internationally.

The Company operates in 50 countries, including the United States. The Company’s global footprint exposes it to a
variety of risks that may adversely affect results of operations, cash flows or financial position. These include the
following:
e periodic economic downturns in the countries in which the Company does business;
e fluctuations in currency exchange rates;
® imposition of or increases in currency exchange controls and hard currency shortages;
e customs matters and changes in trade policy or tariff regulations;

e changes in regulatory requirements in the countries in which the Company does business;

e changes in tax regulations, higher tax rates in certain jurisdictions and potentially adverse tax consequences
including restrictions on repatriating earnings, adverse tax withholding requirements and “double taxation”;

¢ longer payment cycles and difficulty in collecting accounts receivable;
e complications in complying with a variety of international laws and regulations;

e political, economic and social instability, civil unrest and armed hostilities in the regions or countries in which the
Company does business;
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¢ inflation rates in the countries in which the Company does business;

e laws in various international jurisdictions that limit the right and ability of subsidiaries to pay dividends and remit
earnings to affiliated companies unless specified conditions are met; and,

e uncertainties arising from local business practices, cultural considerations and international political and trade
tensions.
10
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If the Company is unable to successfully manage the risks associated with its global business, the Company’s financial
condition, cash flows and results of operations may be negatively impacted.

The Company has operations in several countries in the Middle East, including Bahrain, Egypt, Saudi Arabia, United
Arab Emirates and Qatar, which are geographically close to Iraq, Iran, Israel, Lebanon and other countries with a
continued high risk of armed hostilities. During 2008, 2007 and 2006, the Company’s Middle East operations
contributed approximately $66.7 million, $44.6 million and $34.8 million, respectively, to the Company’s operating
income. Additionally, the Company has operations in and sales to countries that have encountered outbreaks of
communicable diseases (e.g., Acquired Immune Deficiency Syndrome (“AIDS”) and others). In countries in which such
outbreaks occur, worsen or spread to other countries, the Company may be negatively impacted through reduced sales

to and within those countries and other countries impacted by such diseases.

Exchange rate fluctuations may adversely impact the Company’s business.

Fluctuations in foreign exchange rates between the U.S. dollar and the over 40 other currencies in which the Company
conducts business may adversely impact the Company’s operating income and income from continuing operations in
any given fiscal period. Approximately 68% and 69% of the Company’s sales and approximately 61% and 68% of the
Company’s operating income from continuing operations for the years ended December 31, 2008 and 2007,
respectively, were derived from operations outside the United States. More specifically, approximately 17% and 20%
of the Company’s revenues were derived from operations in the United Kingdom during 2008 and 2007,

respectively. Additionally, approximately 26% of the Company’s revenues were derived from operations with the euro
as their functional currency during both 2008 and 2007. Given the structure of the Company’s revenues and expenses,
an increase in the value of the U.S. dollar relative to the foreign currencies in which the Company earns its revenues
generally has a negative impact on operating income, whereas a decrease in the value of the U.S. dollar tends to have
the opposite effect. The Company’s principal foreign currency exposures are to the British pound sterling and the
euro.

Compared with the corresponding period in 2007, the average values of major currencies changed as follows in
relation to the U.S. dollar during 2008, impacting the Company’s sales and income:

. British pound sterling Weakened by 10%

. euro Strengthened by 6%
. South African rand Weakened by 17%

. Brazilian real Strengthened by 5%
. Canadian dollar Relatively constant

. Australian dollar Relatively constant

. Polish zloty Strengthened by 13%

Compared with exchange rates at December 31, 2007, the values of major currencies changed as follows as of
December 31, 2008:

. British pound sterling Weakened by 36%

. euro Weakened by 5%

. South African rand Weakened by 37%
. Brazilian real Weakened by 30%
. Canadian dollar Weakened by 22%
. Australian dollar Weakened by 23%
. Polish zloty Weakened by 20%

The Company’s foreign currency exposures increase the risk of income statement, balance sheet and cash flow
volatility. If the above currencies change materially in relation to the U.S. dollar, the Company’s financial position,
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results of operations, or cash flows may be materially affected.

To illustrate the effect of foreign currency exchange rate changes in certain key markets of the Company, in 2008,
revenues would have been approximately 1% or $30.8 million less and operating income would have been
approximately 1% or $3.3 million less if the average exchange rates for 2007 were utilized. A similar comparison for
2007 would have decreased revenues approximately 5% or $166.9 million, while operating income would have been
approximately 4% or $16.5 million less if the average exchange rates for 2007 would have remained the same as
2006. If the U.S. dollar weakens in relation to the euro and British pound sterling, the Company would expect to see a

positive impact on future sales and income from continuing operations as a result of foreign currency translation.
11
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Additionally, based on current foreign currency exchange rates, earnings for 2009 will be significantly negatively
impacted in comparison to 2008. Currency changes also result in assets and liabilities denominated in local currencies
being translated into U.S. dollars at different amounts than at the prior period end. If the U.S. dollar weakens in
relation to currencies in countries in which the Company does business, the translated values of the related assets and
liabilities, and therefore stockholders’ equity, would increase. Conversely, if the U.S. dollar strengthens in relation to
currencies in countries in which the Company does business, the translated values of the related assets, liabilities, and
therefore stockholders’ equity, would decrease.

Although the Company engages in foreign currency forward exchange contracts and other hedging strategies to
mitigate foreign exchange risk, hedging strategies may not be successful or may fail to offset the risk. The Company
has a Foreign Currency Risk Management Committee that develops and implements strategies to mitigate these risks.

In addition, competitive conditions in the Company’s manufacturing businesses may limit the Company’s ability to
increase product prices in the face of adverse currency movements. Sales of products manufactured in the United
States for the domestic and export markets may be affected by the value of the U.S. dollar relative to other
currencies. Any long-term strengthening of the U.S. dollar could depress demand for these products and reduce sales
and may cause translation gains or losses due to the revaluation of accounts payable, accounts receivable and other
asset and liability accounts. Conversely, any long-term weakening of the U.S. dollar could improve demand for these
products and increase sales and may cause translation gains or losses due to the revaluation of accounts payable,
accounts receivable and other asset and liability accounts.

Negative economic conditions may adversely impact the demand for the Company’s services, the ability of the
Company’s customers to meet their obligations to the Company on a timely basis and the valuation of the Company’s
assets.

The current tightening of credit in financial markets may lead businesses to postpone spending, which may impact the
Company’s customers, causing them to cancel, decrease or delay their existing and future orders with the

Company. Continual decline in the economy may further impact the ability of the Company’s customers to meet their
obligations to the Company on a timely basis and could result in bankruptcy filings by them. If customers are unable
to meet their obligations on a timely basis, it could adversely impact the realizability of receivables, the valuation of
inventories and the valuation of long-lived assets across the Company’s businesses. The risk remains that certain
significant Harsco Metals customers may file for bankruptcy protection, be acquired or consolidate in the

future. Additionally, the Company may be negatively affected by contractual disputes with customers and attempts by
customers to unilaterally change the terms and pricing of certain contracts to their sole advantage without adequate
consideration to the Company which could have an adverse impact on the Company’s income and cash flows. For
more information concerning contractual disputes, see Note 10, Commitments and Contingencies, to the Consolidated
Financial Statements under Part II, Item 8, “Financial Statements and Supplementary Data.”

Furthermore, this could negatively affect the forecasts used in performing the Company’s goodwill impairment testing
under SFAS No. 142, “Goodwill and Other Intangible Assets.” In accordance with SFAS 142, the Company is required
to test acquired goodwill for impairment on an annual basis based upon a fair value approach, rather than amortizing it
over time. If the fair market value of the Company’s reporting units is less than their book value, the Company could
be required to record an impairment charge. The valuation of reporting units requires judgment in estimating future
cash flows, discount rates and other factors. The basis of this discount rate calculation is derived from several internal
and external factors. These factors include, but are not limited to, the average market price of the Company’s stock,
the number of shares of stock outstanding, the book value of the Company’s debt, a long-term risk-free interest rate,
and both market and size-specific risk premiums. Additionally, assessments of future cash flows would consider, but
not be limited to the following: infrastructure plant maintenance requirements; global metals production and capacity
utilization; global railway track maintenance-of-way capital spending; and other drivers of the Company’s

businesses. Changes in the overall interest rate environment may also impact the fair market value of the Company’s
reporting units as this would directly influence the discount rate utilized for discounting operating cash flows, and
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ultimately determining a reporting unit’s fair value. The Company’s overall market capitalization is also a factor in
evaluating the fair market values of the Company’s reporting units. While the Company’s stock price has declined
approximately 57% during 2008, the Company’s market capitalization continues to exceed its book value as of
December 31, 2008. As a result of this and other factors, the Company concluded that an interim impairment test was
not required subsequent to its annual test performed as of October 1, 2008. Further significant declines in the overall
market capitalization of the Company could lead to the determination that the book value of one or more of the
Company’s reporting units exceeds their fair value.

If management determines that goodwill or other assets are impaired or that inventories or receivables cannot be
realized at recorded amounts, the Company will be required to record a write-down in the period of determination,
which will reduce net income for that period. Although any potential impairment would be a non-cash charge, the
amount could be significant and could have a significant adverse effect on the Company’s results of operations for the
period in which the charge is recorded.

12
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A negative outcome on personal injury claims against the Company may adversely impact results of operations and
financial condition.

The Company has been named as one of many defendants (approximately 90 or more in most cases) in legal actions
alleging personal injury from exposure to airborne asbestos. In their suits, the plaintiffs have named as defendants
many manufacturers, distributors and repairers of numerous types of equipment or products that may involve
asbestos. Most of these complaints contain a standard claim for damages of $20 million or $25 million against the
named defendants. If the Company was found to be liable in any of these actions and the liability was to exceed the
Company’s insurance coverage, results of operations, cash flows and financial condition could be adversely
affected. For more information concerning this litigation, see Note 10, Commitments and Contingencies, to the
Consolidated Financial Statements under Part II, Item 8, “Financial Statements and Supplementary Data.”

The Company may lose customers or be required to reduce prices as a result of competition.
The industries in which the Company operates are highly competitive.

e The Harsco Infrastruc