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PART 1. FI NANCI AL | NFORMVATI ON
Iltem1. Financial Statenents

ALLEGHENY TECHNOLOG ES | NCORPORATED AND SUBSI DI ARI ES
CONSOLI DATED BALANCE SHEETS
(In mllions except share and per share anounts)

Sept ember 30,

2000
(Unaudited)
ASSETS
Cash and cash equival ents $ 43.6
Accounts receivabl e 345.0
I nventories 608. 5
Deferred i nconme taxes 59.9
Prepai d expenses and ot her current assets 18.7
Total Current Assets 1, 075.7
Property, plant and equi pnent 898. 9
Prepai d pensi on cost 600. 5
Cost in excess of net assets acquired 194.8
Q her assets 92.0
Total Assets $ 2,861.9
LI ABI LI TI ES AND STOCKHOLDERS' EQUITY
Account's payabl e $ 165.4
Accrued liabilities 190. 6
Short-termdebt and current portion of |ong-term
debt 6.1
Total Current Liabilities 362.1
Long-term debt 599. 9
Accrued postretirenent benefits 530. 2
Q her 306. 4
Total Liabilities 1, 798. 6

St ockhol ders' Equity:
Preferred stock, par value $0.10: authorized-

50, 000, 000 shares; issued-none Ya
Common stock, par value $0. 10, authorized-500, 000, 000

shares; issued-98, 951, 490 shares at Septenber 30,

2000 and Decenber 31, 1999; out standi ng-80, 651, 597

shares at Septenber 30, 2000 and 90, 368, 196 shares

at Decenber 31, 1999 9.9
Addi ti onal paid-in capital 481.1
Ret ai ned ear ni ngs 1, 066. 9

Treasury stock: 18,299, 893 shares at
Sept enber 30, 2000 and 8, 583, 294 shares

at Decenber 31, 1999 (481. 6)
Forei gn currency translation | osses (16.6)
Unrealized gains on securities 3.6

Total Stockhol ders’ Equity 1,063. 3
Total Liabilities and Stockhol ders’ Equity $ 2,861.9

The acconpanyi ng notes are an integral part of these statenents.

Decenber 31
1999

$ 50.7
341. 2
558. 3

62.6

20.7
1,033.5
912. 4
503.7
204.2
96. 8

$ 2,750.6

$ 172.9
214. 4

152.7
540.0
200. 3
544.8
265.3
1,550. 4

Y

O b
© ©
PP o
1o ©

(288.7)
(3.7)

7.2

1, 200. 2
$ 2,750.6



ALLEGHENY TECHNOLOG ES | NCORPORATED AND SUBSI DI ARl ES

CONSCLI DATED STATEMENTS CF | NCOVE

(In mllions except

(Unaudi t ed)

Sal es

Costs and expenses:
Cost of sales
Selling and administrative expenses
I nterest expense, net

Ear ni ngs before other income
Q her income

I ncone from continuing operations
bef ore income taxes

Provi sion for incone taxes

I ncone from continuing operations
bef ore extraordi nary gains

I ncone from di scontinued operations,
net of tax

Extraordi nary gains on sal es of
operations, net of tax

Net incone

Basi ¢ net incone per common share
I ncone from continuing operations
bef ore extraordi nary gains
I ncone from di scontinued operations
Extraordi nary gains on sal es of
oper ati ons
Basi ¢ net incone per common share

Diluted net income per common share
I ncone from continuing operations
bef ore extraordi nary gains
I ncone from di scontinued operations
Extraordi nary gains on sal es of
oper ati ons
Diluted net income per common share

Di vi dends decl ared per common share

The acconpanyi ng notes are an integral

per share anounts)

Three Mont hs Ended
Sept ember 30,

N ne Mont hs Ended
Sept ember 30,

2000 1999 2000 1999
$ 612.0 $562.5 $1,875. 7 $1,720.7
490. 5 471. 3 1,516.0 1,392.6
45.0 56.7 149.0 159.1
11.0 2.3 25.3 19.7
546.5 530.3 1,690.3 1,571. 4
65.5 32.2 185.4 149. 3
0.8 0.4 14.7 3.6
66. 3 32.6 200.1 152.9
24.2 11.7 73.0 55.0
42.1 20.9 127.1 97.9
- 17.1 - 58.0
- 129.6 - 129.6
$ 42.1 $ 167.6 $ 127.1 $ 285.5
$ 0.52 $ 0.22 $ 1.52 $ 1.02
- 0.18 - 0. 60
- 1.36 - 1.35
$ 0.52 $ 1.76 $ 1.52 $ 2.97
$ 0.52 $ 0.21 $ 1.52 $ 1.01
- 0.18 - 0. 60
- 1.36 - 1.34
$ 0.52 $ 1.75 $ 1.52 $ 2.95
$ 0.20 $ 0.32 $ 0. 60 $ 0.96

part of these statenents.



ALLEGHENY TECHNOLOG ES | NCORPORATED AND SUBSI DI ARl ES

CONSOLI DATED STATEMENTS OF CASH FLOAS
(In mllions)
(Unaudi t ed)

Qperating Activities:
Net i ncome
Adjustrments to reconcile net incone to net cash
provi ded by operating activities:
Extraordi nary gains on sal es of operations, net
I ncone from di scontinued operations, net of tax
Depreci ation and anorti zation
Def erred i nconme taxes
Gai ns on sal es of investnents and busi nesses
Change in operating assets and liabilities:
Prepai d pensi on cost
I nventories
Accounts payabl e
Accounts receivabl e
Accrued income taxes
Q her
Cash provided by operating activities

Investing Activities:
Purchases of property, plant and equi prent
Pur chases of businesses and i nvestnment in ventures
Proceeds fromthe sales of investnents and busi nesses
Di sposal s of property, plant and equi prent
Q her

Cash used in investing activities

Fi nanci ng Activities:
Net borrow ngs (paynents) under
Borrowi ngs on | ong-term debt
Paynents on |l ong-termdebt and capita

Net increase (decrease) in debt

Purchases of treasury stock
Cash di vi dends
Exerci ses of stock options

Cash used in financing activities

credit agreenents

| eases

Cash provi ded by di scontinued operations
Decrease in cash and cash equival ents

Cash and cash equival ents at begi nning of the year

Cash and cash equival ents at end of period

The acconpanyi ng notes are an integral

N ne Mont hs Ended
Sept ember 30,

2000 1999
$ 127.1 $285.5
- (129. 6)
- (58.0)
75.6 71.5
51. 6 4.1
(11.1) -
(96.7) (77.6)
(43.2) (0.9)
(7.5) 21.8
(3.8) (27.5)
0.1 40. 2
(41. 4) 47.4
50. 7 176.9
(45.1) (57.6)
(25. 4) (6.9)
16.7 1.3
4.5 8.7
(8.0) 0.9
(57.3) (53.6)
251. 4 (196. 6)
4.8 -
(1.1) (1.5)
255. 1 (198. 1)
(207. 3) (148. 3)
(50.0) (92.2)
1.7 6.4
(0.5) (432.2)
- 283.7
(7.1) (25.2)
50. 7 74.2
$ 43.6 $  49.0

part of these statenents.



ALLEGHENY TECHNOLOG ES | NCORPORATED AND SUBSI DI ARl ES
NOTES TO CONSCLI DATED FI NANCI AL _STATEMENTS

Note 1. Accounting Policies

Basi s of Presentation

The interimconsolidated financial statenents include the accounts of
Al | egheny Technol ogi es I ncorporated and its subsidiaries. Unless the context
requi res otherw se, “Allegheny Technol ogi es” and the “Conpany” refer to
Al | egheny Technol ogi es I ncorporated and its subsidiaries.

Certain anmounts from 1999 have been reclassified to conformw th the 2000
presentation, including classification of conpanies spun-off and sold as
di sconti nued operati ons.

At a stockhol ders’ neeting held on Novenber 11, 1999, the Company’s
st ockhol ders approved a reduction in the authorized nunber of shares of the
Conpany’ s common stock and a one-for-two reverse stock split of the conmmon
stock. The reverse stock split was effective i mediately foll owi ng the spin-
of fs of Tel edyne Technol ogi es | ncorporated and Water Pik Technol ogi es, Inc. on
Novenber 29, 1999. Al references in the financial statenents and notes to the
nunmber of shares and per share anounts, have been restated to reflect this
reverse stock split.

These unaudi ted consolidated financial statenents have been prepared in
accordance with generally accepted accounting principles for interimfinancia
information and with the instructions for Form 10-Q and Article 10 of
Regul ation S-X. Accordingly, they do not include all of the information and
note di scl osures required by generally accepted accounting principles for
conplete financial statenents. 1In the opinion of the Conpany, all adjustnents
(which include only normal recurring adjustnents) considered necessary for a
fair presentation have been included. These unaudited consolidated financia
statenents should be read in conjunction with the consolidated financia
statenents and notes thereto included in the Conpany’s 1999 Annual Report. The
results of operations for these interimperiods are not necessarily indicative
of the operating results for a full year

Accounti ng Pronouncenents

Fi nanci al Accounting Standards Board (“FASB’) Statenent No. 133
“Accounting for Derivative Instruments and Hedging Activities” was issued in
June 1998, and anended in June 2000, pursuant to FASB Staterment No. 138
“Accounting for Certain Derivative Instrunents and Certain Hedging Activities:
an amendrment of FASB No. 133”. These statenents establish accounting and
reporting standards for derivative instruments and hedgi ng activities. They
require that an entity recognize all derivatives as either assets or
liabilities in the statement of financial position and neasure those
instrunents at fair value. In June 1999, FASB Statement No. 137, “Accounting
for Derivative Instruments and Hedging Activities: Deferral of the Effective
Date of FASB Statenent No. 133" was issued. This statenent del ayed the
effective date of FASB Statenent No. 133 to all fiscal quarters of all fisca
years begi nning after June 15, 2000. Effective January 1, 2001, the Conpany
will apply this Standard to its derivative instrunments, which are principally
used to mitigate raw material comodity price and foreign exchange risks. Upon
adoption, the Conpany will report its derivative contracts on the bal ance sheet
at fair val ue.

In March 2000, the Financial Accounting Standards Board issued
Interpretation No. 44 (“FIN 44”) "Accounting for Certain Transactions involving
St ock Conpensation--an interpretation of APB Opinion No. 25". Anong ot her
issues, FIN 44 clarifies the application of Accounting Principles Board Opi ni on
No. 25 (“APB 25”) regarding (a) the definition of enployee for purposes of
applying APB 25, (b) the criteria for determ ning whether a plan qualifies as a
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nonconpensatory plan, (c) the accounting consequence of various nodifications
to the ternms of a previously fixed stock option or award, and (d) the
accounting for an exchange of stock conpensation awards in a business

conbi nation. The provisions of FIN 44 do not have a material inmpact on the
Conpany’ s results of operations or financial condition

I n Decenber 1999, the SEC issued Staff Accounting Bulletin No. 101, "Revenue
Recognition in Financial Statements" (“SAB 101"), which provi des gui dance on
the recognition, presentation and disclosure of revenue in financia
statenents. Al though SAB 101 does not change exi sting accounting rules on
revenue recognition, changes in accounting to apply the guidance in SAB 101 may
be accounted for as a change in accounting principle. The provisions of SAB
101 do not have a nmaterial inpact on the Conpany’s results of operations or
financial condition

Note 2. Discontinued Operations

On January 19, 1999, the Conpany announced its plans to effect a ngjor
strategic transformati on of the Conpany that included the sales of several of
t he Company’ s busi nesses and the spin-offs of certain businesses in two of the
Conpany’ s forner business segnments into i ndependent, publicly-traded conpanies
(the “spin-offs”). Tel edyne Technol ogi es I ncorporated (“Tel edyne”) is
conpri sed of certain businesses in the Conpany’s former Aerospace and
El ectroni cs segnment. Water Pik Technol ogies, Inc. (“Water Pik”) is conprised
of the Conpany’s forner Consumer segnent.

Prior to the spin-offs, the Conmpany received a tax ruling fromthe Interna
Revenue Service that the spin-offs would be tax-free to the Conpany and to the
Conpany’ s st ockhol ders.

On Novenmber 29, 1999, the Conpany distributed all of the common stock of
Tel edyne and Water Pik to the Conpany’s stockhol ders of record as of
Novenber 22, 1999. Stockhol ders of record recei ved one share of Tel edyne
common stock for every seven shares of Al |l egheny Technol ogi es comon stock and
one share of Water Pik comon stock for every twenty shares of Allegheny
Technol ogi es comon stock, based on the nunber of shares of All egheny
Technol ogi es common stock they held prior to the reverse split. Imediately
followi ng the spin-offs, the Conpany effected a one-for-two reverse split of
its common stock and changed its nanme from Al | egheny Tel edyne Incorporated to
Al | egheny Technol ogi es | ncor por at ed

In 1999, the Conpany sold its unmanned aerial vehicle and its pyrotechnic
conponents and systens busi nesses, known as Ryan Aeronautical and MCorn ck
Sel ph Ordnance Unit, respectively, as well as the pressure relief valve,
vehicl e control valve, nitrogen gas springs, consumer drinkware, construction
and m ni ng equi prent and material handling businesses. The Conpany recogni zed
extraordi nary gains of $129.6 mllion, net of $79.9 mllion in taxes, in the
1999 third quarter in connection with the sales of these businesses.

Di scontinued operations include all conpanies that were spun-off or sold
Resul ts of discontinued operations were as follows (in mllions):

Three Mont hs Ni ne Mont hs
Ended Ended

Sept ember 30, Sept ember 30,
1999 1999
Net sal es $ 293.3 $ 987.7
| ncone before taxes 26. 6 90.5
Provi sion for incone taxes 9.5 32.5
I ncone from discontinued operations $ 17.1 $ 58.0

Note 3. Inventories



Inventories were as follows (in mllions):

Sept ember 30, Decenber 31

2000 1999

Raw materials and supplies $ 120.7 $ 108.1

Wor k- i n- process 515.8 437.8

Fi ni shed goods 106. 0 113.1

Total inventories at current cost 742.5 659.0
Less al |l owances to reduce current cost

values to LI FO basis (126. 3) (95.0)

Progress paynents (7.7 (5.7)

Total inventories $ 608.5 $ 558. 3

Note 4. Business Segnents

I nformation on the Conpany’s busi ness segnents was as follows (in mllions):

Three Mont hs Ended N ne Mont hs Ended
Sept ember 30, Sept ember 30,
2000 1999 2000 1999
Total sal es
Fl at - Rol | ed Products $ 364.9 $ 334.2 $1,138.8 $ 975.9
H gh Performance Metals 202.7 191.0 600. 9 606. 7
I ndustrial Products 69. 8 67.0 212.8 214.0
637. 4 592.2 1,952.5 1,796.6
I nt er segnent sal es:
Fl at - Rol | ed Products 10.1 7.8 26.7 18. 6
H gh Performance Metals 15.3 21.9 50.1 57.3
25.4 29.7 76.8 75.9
Sal es to external customners:
Fl at - Rol | ed Products 354.8 326. 4 1,112.1 957.3
H gh Performance Metal s 187.4 169.1 550. 8 549.4
I ndustrial Products 69. 8 67.0 212.8 214.0
$ 612.0 $ 562.5 $1,875.7 $1,720.7
Qperating Profit:
Fl at - Rol | ed Products $ 31.6 $ 11.9 $ 100.6 $ 73.8
H gh Performance Metals 24.2 16.5 55.9 65.7
I ndustrial Products 4.7 1.8 18. 7 10.2
Total operating profit 60.5 30.2 175.2 149. 7
Cor por at e expenses (6.6) (10.8) (22.5) (27.8)
I nt erest expense, net (11.0) (2.3) (25.3) (19.7)
Gai ns on asset sal es and ot her (3.9 (0.7) 0.1 5.2
Excess pension income 27.3 16.2 72.6 45.5
I ncone from conti nuing
oper ations before income
t axes $ 66.3 $ 32.6 $ 200.1 $ 152.9

Excess pension income represents the anmount of pension income in excess of
amounts al l ocated to business segnents to offset pension and ot her
postretirenent benefit expenses.

Note 5. Net Income Per Share

The following table sets forth the conputati on of basic and dil uted net
i ncome per comon share (in millions, except per share amunts):
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Nurrer at or :

I ncone from continuing operations
bef ore extraordi nary gains

I ncome from di scontinued
oper ati ons

Extraordi nary gains on sal es of
oper ati ons

Nurrer at or for basic and diluted
net income per comon share —
Net income

Denomi nat or
Wei ght ed average shares
Conti ngent issuabl e stock
Denomi nat or for basic net
i ncome per comon share

Effect of dilutive securities:
Enpl oyee stock options
Dilutive potential comon

shares

Denom nator for diluted net
i ncome per comon share —
adj usted wei ghted average shares

Basi ¢ net incone per common share
I ncone from continuing operations
bef ore extraordi nary gains
I ncome from di scontinued
oper ati ons
Extraordi nary gains on sal es of
oper ati ons
Basi ¢ net incone per common share

Diluted net income per conmon
share
I ncone from continuing operations
bef ore extraordi nary gai ns
I ncome from di scontinued
oper ati ons
Extraordi nary gains on sal es of
oper ati ons
Diluted net income per common share

Three Mont hs Ended

Sept ember 30,

N ne Mont hs Ended
Sept ember 30,

2000 1999 2000 1999
$ 42.1 $ 20.9 $ 127.1 $ 97.9
- 17.1 - 58.0
- 129.6 - 129.6
$ 42,1 $ 167.6 $ 127.1 $ 285.5
81.1 95.2 83.7 96.1
0.1 0.1 0.1 0.2
81.2 95.3 83.8 96. 3
0.1 0.4 0.1 0.5
0.1 0.4 0.1 0.5
81.3 95.7 83.9 96. 8
$ 0.52 $ 0.22 $ 1.52 % 1.02
- 0.18 - 0. 60
- 1.36 - 1.35
$ 0.52 % 1.76 $ 1.52 $ 2.97
$ 052 $ 0.21 $ 1.52 % 1.01
- 0.18 - 0. 60
- 1.36 - 1.34
$ 0.52 $ 1.75 $ 1.52 $ 2.95




Not e 6. Conprehensive | ncome

The components of conprehensive income, net of tax, were as follows (in
mllions):

Three Mont hs N ne Mont hs
Ended Ended
Sept ember 30, Sept ember 30,
2000 1999 2000 1999
Net incone $42.1 $167.6 $127.1 $285.5
Forei gn currency translation gains
(1 osses) 0.3 1.7 (12.9) (3.4)
Less: foreign currency translation
| osses due to sale of foreign
entities - (4.9 - (4.9
0.3 6.6 (12.9) 1.5
Unrealized gains (losses) on
securities:
Unreal i zed hol di ng gains arising
during period 2.1 0.7 3.8 5.3
Less: realized gains included in
net income - - 7.4 -
2.1 0.7 (3.6) 5.3
Conpr ehensi ve i ncone $44.5 $174.9 $110.6 $292.3

Note 7. Stockhol ders’ Equity

Al | egheny Technol ogi es paid a cash dividend of $0.20 per share of common
stock in each of the 2000 first, second and third quarters and paid a cash
di vidend of $0.32 per share of common stock in each of the 1999 first, second
and third quarters

On Cctober 1, 1998, the Conpany’'s Board of Directors authorized a stock
repurchase programto acquire up to 10 nillion shares of Al egheny Technol ogi es

conmon stock. | n Decenber 1999, the Conpany’s Board of Directors increased the
nunmber of shares authorized for purchase in the stock repurchase program by 10
mllion shares. In Septenber 2000, the Board of Directors authorized an

increase of an additional 5 million shares authorized for repurchase in the
program bringing the total authorization to 25 nmillion shares. These shares
may be purchased fromtime-to-tine in the open nmarket or in negotiated
transactions. In the first nine nonths of 2000, the Conpany had repurchased
10.3 nmillion shares for $207.3 million under this program Fromthe inception
of the share repurchase programthrough Qctober 27, 2000, the Conpany has
repurchased 19.7 nillion shares at a cost of $517.9 million. For the third
guarter 2000, average diluted shares outstanding are down 15 percent fromthe
same year ago period

Note 8. Conmitnments and Contingencies

The Company is subject to various domestic and international environmenta
laws and regul ations which require that it investigate and renedi ate the
effects of the release or disposal of materials at sites associated with past
and present operations, including sites at which the Conpany has been
identified as a potentially responsible party under the federal Superfund | aws
and conparable state laws. The Conpany is currently involved in the
i nvestigation and renedi ati on of a nunmber of sites under these |aws.

Environnental liabilities are recorded when the Conpany’s liability is
probabl e and the costs are reasonably estimble. In many cases, however,
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i nvestigations are not yet at a stage where the Conpany has been able to
determine whether it is liable or, if liability is probable, to reasonably
estimate the | oss or range of |oss, or certain conponents thereof. Estinmates
of the Conpany’s liability are further subject to uncertainties regarding the
nature and extent of site contami nation, the range of renediation alternatives
avai |l abl e, evol ving renedi ati on standards, inprecise engi neering eval uations
and estimates of appropriate cleanup technol ogy, nethodol ogy and cost, the
extent of corrective actions that may be required, and the nunber and financia
condition of other potentially responsible parties, as well as the extent of
their responsibility for the remediation. Accordingly, as investigation and
remedi ati on of these sites proceed, it is likely that adjustrments in the
Conpany’ s accruals will be necessary to reflect new information. The anounts
of any such adjustments could have a material adverse effect on the Conpany’s
results of operations in a given period, but the amounts, and the possible
range of |loss in excess of anounts accrued, are not reasonably estimabl e.
Based on currently avail abl e information, however, nanagenent does not believe
future environmental costs in excess of those accrued with respect to sites

wi th which the Conpany has been identified are likely to have a materia
adverse effect on the Conpany’s financial condition or results of operation
The resolution in any reporting period of one or nore of these matters could
have a nmaterial adverse effect on the Conpany’s results of operation of that

period. |In addition, there can be no assurance that additional future
devel opnments, administrative actions or liabilities relating to environnmenta
matters will not have a material adverse effect on the Conpany’s financia

condition or results of operations.

At Septenber 30, 2000, the Conpany’s reserves for environmental renediation
obligations total ed approxi mately $52.1 million, of which approxi mately
$13.2 mllion was included in other current liabilities. The reserve includes
esti mated probable future costs of $16.9 million for federal Superfund and
conpar abl e state-managed sites; $3.6 mllion for fornmerly owned or operated
sites for which the Conpany has renediation or indemification obligations;
$18.5 mllion for owned or controlled sites at which Conpany operations have
been di scontinued; and $13.1 million for sites utilized by the Conpany inits
ongoi ng operations. The Conpany is evaluating whether it nmay be able to
recover a portion of future costs for environmental liabilities fromthird
parties other than participating potentially responsible parties.

The tim ng of expenditures depends on a nunber of factors that vary by site
i ncluding the nature and extent of contam nation, the nunmber of potentially
responsi ble parties, the timng of regulatory approvals, the conplexity of the
i nvestigation and renedi ati on, and the standards for renmediation. The Conpany
expects that it will expend present accruals over nany years, and will conplete
remedi ation of all sites for which it has identified renediation obligations in
up to thirty years

Various clains (whether based on U S. CGovernnent or Conpany audits and
i nvestigations or otherw se) have been or may be asserted agai nst the Conpany
related to its U S. Government contract work, principally related to the forner
operations of Teledyne, Inc., including clainm based on business practices and
cost classifications. The Conmpany also learns fromtine to time that it has
been naned as a defendant in civil actions filed under seal pursuant to the
Fal se Cains Act, principally related to the former operations of Tel edyne
Inc. Although such clains are generally resolved by detailed fact-finding and
negotiati on, on those occasi ons when they are not so resolved, civil or
crimnal legal or administrative proceedi ngs may ensue. Dependi ng on the
ci rcunstances and the outcone, such proceedings could result in fines,
penal ti es, conpensatory and trebl e damages or the cancellation or suspension of
paynents under one or nore U.S. Government contracts. Under government
regul ati ons, a conpany, or one or nore of its operating divisions
or units, can also be suspended or debarred from government contracts based on
the results of investigations. Gven the linmted extent of the Conpany’s
business with the U S. CGovernnent, the Company believes that a suspension or
debarnent of the Conpany woul d not have a material adverse effect on the future
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operating results and consolidated financial condition of the Conpany. Although
the outcone of these matters cannot be predicted with certainty, managenent
does not believe there is any audit, review or investigation currently pending
agai nst the Company of which managenent is aware that is likely to have a
material adverse effect on the Conpany’s financial condition or liquidity,

al t hough the resolution in any reporting period of one or nore of these matters
could have a nmaterial adverse effect on the Conpany’s results of operations for
that period. Cenerally, since False Oains Act cases are under seal, the
Conpany does not in all cases possess sufficient information to deternine

whet her the Conpany will sustain a material |oss in connection with such cases,
or to reasonably estimate the anount of any loss attributable to such cases.

In the spin-offs of Tel edyne and Water Pik, conpleted in Novenber 1999, the
new conpani es agreed to assune and to defend and hol d the Conpany harni ess
against all liabilities (other than certain income tax liabilities) associated
with the historical operations of their businesses, including all government
contracting, environnental, product liability and other clainms and demands,
whenever any such clains or demands might arise or be made. |f the new
conpani es were unable or otherwise fail to satisfy these assuned liabilities,

t he Company could be required to satisfy them which could have a materia
adverse effect on the Conpany’s results of operations and financial condition

In connection with the spin-offs of Tel edyne and Water Pik, the Conpany
received a tax ruling fromthe Internal Revenue Service stating that the spin-
offs will be tax-free to the Conpany and the Conpany’s stockhol ders. Wile the
tax ruling, as supplemented, relating to the qualification of the spin-offs as
tax-free distributions within the neaning of the Internal Revenue Code
generally is binding on the Internal Revenue Service, the continuing validity
of the tax ruling, as supplenented, is subject to certain factua
representations and uncertainties that, among other things, require the new
conpanies to take or refrain fromtaking certain actions. |If a spin-off were
not to qualify as a tax-free distribution within the meaning of the Interna
Revenue Code, the Conpany woul d recogni ze taxable gain generally equal to the
amount by which the fair market value of the comron stock distributed to the
Conpany’ s stockhol ders in the spin-off exceeded the Conpany’s basis in the new
conpany’s assets. |n addition, the distribution of the new conpany’s conmon
stock to Conpany stockhol ders would generally be treated as taxable to the
Conpany’ s stockhol ders in an anmount equal to the fair market value of the
common stock they received. |If a spin-off qualified as a distribution within
the neaning of the Internal Revenue Code but was disqualified as tax-free to
t he Conmpany because of certain post-spin-off circunstances, the Conpany woul d
recogni ze taxabl e gain as described in the precedi ng sentence, but the
di stribution of the new conpany’s common stock to the Conpany’s stockhol ders in
the spin-off would generally be tax-free to each Conpany stockholder. In the
spi n-offs, the new conpani es executed tax sharing and i ndemification
agreenents in which each agreed to be responsible for any taxes inposed on and
ot her amounts paid by the Conpany, its agents and representatives and its
stockhol ders as a result of the failure of the spin-off to qualify as a tax-
free distribution within the meaning of the Internal Revenue Code if the
failure or disqualification is caused by post-
spi n-of f actions by or with respect to that company or its stockhol ders.
Potential liabilities under these agreenents coul d exceed the respective new
conpany’s net worth by a substantial amount. |[If either or both of the spin-
offs were not to qualify as tax-free distributions to the Conpany or its
st ockhol ders, and either or both of the new conpani es were unabl e or otherwi se
failed to satisfy the liabilities they assumed under the tax sharing and
i ndemni fi cati on agreenents, the Conpany could be required to satisfy them
wi t hout full recourse against the new conpanies. This could have a materia
adverse effect on the Conpany’s results of operations and financial condition
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A nunber of other lawsuits, clainms and proceedi ngs have been or may be
asserted agai nst the Conpany relating to the conduct of its business, including
those pertaining to product liability, patent infringement, comercial
enpl oynent, enpl oyee benefits, tax, and stockholder matters. Wile the outcone
of litigation cannot be predicted with certainty, and sonme of these |awsuits,
claims or proceedings may be determ ned adversely to the Conpany, managenent
does not believe that the disposition of any such pending matters is likely to
have a naterial adverse effect on the Conpany’s financial condition or
liquidity, although the resolution in any reporting period of one or nore of
these matters could have a material adverse effect on the Conpany’s results of
operations for that period

Item 2. Managenent's Discussion and Anal ysis of Financial Condition and
Resul ts of Operations

Resul ts of Operations

Al | egheny Technol ogies is one of the |argest and nost diversified producers
of specialty materials in the world. It operates in the follow ng three
busi ness segnments whi ch accounted for the foll ow ng percentages of total sales
for the 2000 and 1999 ni ne nonths:

2000 1999
Fl at - Rol | ed Products 59% 56%
H gh Performance Metal s 30% 32%
I ndustrial Products 11% 12%

For the 2000 nine nonths, operating profit was $175.2 mllion conpared to
$149.7 mllion for the same 1999 period. Sales increased 9.0 percent to
$1,875.7 mllion for the 2000 nine nonths conpared to $1,720.7 million for the
same 1999 peri od

I ncome from continui ng operati ons before extraordi nary gai ns was $127.1
mllion, or $1.52 per diluted share, for the 2000 ni ne nonths, conpared to
$97.9 mllion, or $1.01 per diluted share, for the 1999 nine months. Net
i ncone was $127.1 million, or $1.52 per diluted share for the 2000 ni ne nonths,
conpared to $285.5 mllion, or $2.95 per diluted share, for the sane 1999
period. Net income for the 1999 nine nonths included $58.0 mllion of net
i ncone from discontinued operations and $129.6 nillion of net extraordinary
gains in connection with the sales of businesses. Net inconme in the first nine
nont hs of 2000 was increased by $5.0 nmillion, or $0.06 per share, which
included a gain on the sale of a mnority interest in Qul Technol ogi es
Si ngapore Ltd., partially offset by a charge for exiting the tungsten mll
products busi ness of Metal worki ng Products.

In safety, the Conpany’s OSHA Total Recordable Incident Rate inproved by
34 percent and Lost Wrkday Case Rate inproved by 39 percent as conpared to
1999. This perfornmance exceeds the Conpany’s 25 percent safety inprovenent
target for 2000. In addition, $24 mllion in cost reductions were realized
during the third quarter, increasing year-to-date cost reductions to
$70 mllion. The Conpany is on track to achieve its $90 million cost reduction
programin 2000.

Sal es and operating profit for the Conpany's three business segnents are
di scussed bel ow.

Fl at - Rol | ed Products Segrent
Third quarter 2000 operating profit increased to $31.6 million from $11.9
mllion in the sane year-ago period in spite of significantly higher raw

material costs. Third quarter 2000 sales increased 8.7 percent to $354.8
mllion conpared to the prior year third quarter. For the nine-nonth period
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operating profit increased to $100.6 mllion and sal es increased 16.2 percent
to $1,112.1 mllion fromthe conparable 1999 period. The overall inprovenent
in sales and operating profit resulted fromrevised raw material surcharge base
| evel s and a diversified product m x. The segnment al so continued to benefit
from on-goi ng cost reduction efforts.

The average prices of flat-rolled products in the third quarter and nine
nont hs of 2000 were $2,392 and $2, 363 per ton, respectively, conpared to $1, 940
and $1, 993, respectively, per ton in the same 1999 periods. This increase was
due primarily to the inmpact of revised raw nmaterial s surcharge base |evel s and
an inproved product mx. H gher margin product shiprments (including strip
Precision Rolled Strip® super stainless steel, nickel alloy and titanium
products) increased 10 percent in the third quarter substantially replacing
| ower margin sem-finished product shipnents. Tons shipped in the third
guarter and nine nonth periods of 2000 were 148, 325 tons and 470, 669 tons
respectively, conpared to 168,181 tons and 480,242 tons for the sanme periods of
1999. Included in tons shipped were 138 tons of sem -finished products in the
2000 third quarter conpared to 15,300 tons in the conparable 1999 period

H gh Performance Metal s Segnent

Qperating profit increased 46.7 percent and decreased 14.9 percent conpared
to the 1999 third quarter and 1999 nine nonths, respectively. Sales for the
2000 third quarter increased 10.8 percent conpared to the 1999 period and 2000
nine nonths were flat conpared to the 1999 nine nonths. Quarter over quarter
sal es benefited fromincreased demand for nickel -based superal |l oys and
specialty steel alloys fromthe growing markets for electrical power generation
tur bi nes and bi onedi cal products and i nproving conditions in aerospace and oi
and gas markets. In addition, shipnents were strong for niobiumtitani um
al | oys for superconducting applications, nickel-titanium shape nmenory all oys
for cellular phones, nickel-titanium super-elastic alloys for the nedica
i ndustry, and hafnium alloys used in the production of superalloys for
aer ospace applications.

Conparative information on the segnment’s major products is provided in the
followi ng table

Three Mont hs Ended Ni ne Mont hs
Ended
Sept ember 30, Sept ember 30,
2000 1999 2000 1999

Vol une (000’ s pounds):
Ni ckel - based and specialty steel alloys 11, 147 10, 709 35, 041 33, 681
Titaniumm || products 6, 110 5, 352 18, 068 17, 539
Zirconiumand related all oys 1, 014 793 2,990 3, 067

Aver age prices (per pound):
Ni ckel - based and specialty steel alloys $ 5.92 $ 5.84 $ 581 $595
Titaniumm || products $10.78 $11.76 $10.85 $11.92
Zirconiumand rel ated all oys $37.07 $35. 34 $33.49  $30. 36

I ndustrial Products Segment

Qperating profit for the 2000 third quarter was $4.7 mllion conpared to
$1.8 mllion for the same quarter of 1999, and sal es increased 4.2 percent to
$69.8 mllion conpared to the sanme prior period. For the 2000 ni ne nonths,
operating profit increased 83.3 percent to $18.7 nmillion while sales decreased
slightly. Sales and operating profit at Metal working Products, the |argest
conpany in the segment, inproved conpared to the same 1999 periods due to
stronger industrial demand and cost savings, including workforce reductions.
On June 20, 2000, the Conpany announced its intention to sell Portland Forge
and Casting Service, which are the other two compani es that conprise this
segnent .
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Corporate Itens

Cor por at e expenses decreased to $6.6 mllion for the 2000 third quarter and
decreased to $22.5 mllion for the 2000 ni ne nonths, conpared to the respective
1999 periods, due to continued cost controls and 21 percent fewer corporate
enpl oyees over the 1999 third quarter. Net interest expense increased to $11.0
million for the third quarter 2000 from$2.3 nillion for the third quarter
1999. Net interest expense increased to $25.3 nillion for the 2000 ni ne nonths
conpared to $19.7 mllion for the 1999 nine nonths. The increase in interest
expense was primarily due to borrow ngs used to finance the Conpany’s share
repurchase program Excess pension inconme increased to $27.3 mllion for the
2000 third quarter and increased to $72.6 mllion for the 2000 ni ne nonths
conpared to $16.2 million and $45.5 mllion, respectively, in the same 1999
periods due to higher pension assets as a result of strong investnent
performance during 1999. Third quarter 2000 excess pension income increased
$4.6 mllion fromthe 2000 second quarter due to reduced post-retirenent
benefit liabilities.

Special Itens

N ne months 2000 results include first quarter special itens of $5.0
mllion, or $0.06 per share. These itens include a gain on the sale of a
mnority interest in Gul Technol ogi es Singapore Ltd., included in other incone,
partially offset by a charge for exiting the tungsten mll products business of
Met al wor ki ng Products included in cost of sales. Net incone in the second and
third quarters of 2000 and 1999 were not inpacted by special itens.

New Accounting Pronouncenents

Fi nanci al Accounting Standards Board (“FASB’) Statenent No. 133, “Accounting
for Derivative Instruments and Hedgi ng Activities” was issued in June 1998, and
amended in June 2000, pursuant to FASB Statenent No. 138, “Accounting for
Certain Derivative Instruments and Certain Hedgi ng Activities: an anmendnent of
FASB No. 133.” These statenents establish accounting and reporting standards
for derivative instruments and hedgi ng activities. They require that an entity
recogni ze all derivatives as either assets or liabilities in the statenent of
financial position and neasure those instruments at fair value. In June 1999
FASB Statenent No. 137, “Accounting for Derivative Instruments and Hedgi ng
Activities: Deferral of the Effective Date of FASB Statenment No. 133" was
issued. This statement delays the effective date of FASB Statenment No. 133 to
all fiscal quarters of all fiscal years beginning after June 15, 2000.

Ef fective January 1, 2001, the Conpany will apply this Standard to derivative
instrunments, which are principally used to nitigate certain raw materia
comodity price and foreign exchange risks. Upon adoption, the Conpany will
report its derivative contracts on the bal ance sheet at fair value

In March 2000, the Financial Accounting Standards Board issued
Interpretation No. 44 (“FIN 44”) "Accounting for Certain Transactions involving
St ock Conpensation--an interpretation of APB Opi nion No. 25."Anmong ot her
issues, FIN 44 clarifies the application of Accounting Principles Board Opi ni on
No. 25 (“APB 25”) regarding (a) the definition of enployee for purposes of
applying APB 25, (b) the criteria for determ ning whether a plan qualifies as a
nonconpensatory plan, (c) the accounting consequence of various nodifications
to the ternms of a previously fixed stock option or award, and (d) the
accounting for an exchange of stock conpensation awards in a business
conbi nation. The provisions of FIN 44 do not have a material inmpact on the
Conpany’ s results of operations or financial condition

I n Decenber 1999, the SEC issued Staff Accounting Bulletin No. 101, "Revenue
Recognition in Financial Statements" (SAB 101), which provi des gui dance on the
recognition, presentation and disclosure of revenue in financial statenents.

Al t hough SAB 101 does not change existing accounting rules on revenue
recognition, changes in accounting to apply the guidance in SAB 101 may be
accounted for as a change in accounting principle. SAB 101 is not expected to
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have a material inpact on the Conpany’s results of operations or financia
condi tion

| ncone Taxes

The Company’s effective tax rate from continuing operations was 36.5 percent
for the 2000 third quarter and nine nonths, conpared to 35.9 percent and 36.0
percent, respectively, for the sane periods in 1999. The effective tax rates
are affected by permanent book to tax differences such as non- deductible
goodwi | I, | obbyi ng expenses and state tax nexus items. The 2000 and 1999 rates
al so reflect benefits fromfederal and state tax planning initiatives.

Fi nancial Condition and Liquidity

Working capital increased to $713.6 million at Septenber 30, 2000, conpared
to $493.5 nmillion at Decenber 31, 1999. The current ratio increased to 3.0
from1.9 in this sane period. The increase in working capital was primarily
due to the shifting of short-termdebt to | ong-term debt and hi gher inventory.

In the first nine nonths of 2000, cash generated from operations of
$50.7 mllion, proceeds fromthe net increase in debt of $255.1 mllion and
proceeds fromthe sale of investnments and busi nesses of $16.7 mllion were used
to repurchase shares for $207.3 mllion, pay dividends of $50.0 mllion and
invest $70.5 nillion in capital equipnent and business expansion. Cash
transactions plus cash on hand at the begi nning of the year resulted in a cash
position of $43.6 nillion at Septenber 30, 2000.

Capi tal expenditures for 2000 are expected to approxi mate $65.0 mllion, of
which $45.1 million had been expended through Septenber 30, 2000.

On Cctober 1, 1998, the Conpany’'s Board of Directors authorized a stock
repurchase programto acquire up to 10 nillion shares of Al egheny Technol ogi es

comon stock. | n Decenber 1999, the Conpany’s Board of Directors increased the
nunmber of shares authorized for purchase in the stock repurchase program by 10
mllion shares. In Septenber 2000, the Board of Directors authorized an

increase of an additional 5 million shares authorized for repurchase in the
program bringing the total authorization to 25 nillion shares. The shares may
be purchased fromtinme-to-tine in the open market or in negotiated
transactions. In the first nine nonths of 2000, the Conpany has repurchased
approxi mately 10.3 mllion shares for $207.3 mllion under this program From
the inception of the share repurchase programthrough Cctober 27, 2000, the
Conpany has repurchased 19.7 million shares at a cost of $517.9 million. For
the third quarter 2000, average diluted shares outstanding are down 15 percent
fromthe same year ago period

At a stockhol ders’ neeting held on Novenber 11, 1999, the Company’s
st ockhol ders approved a one-for-two reverse split of the Conpany’s stock. The
reverse split was effective inmediately followi ng the spin-offs of Tel edyne and
Water Pi k on Novenber 29, 1999. Share and per share anmounts have been adjusted
for all periods presented to reflect this one-for-two reverse stock split.

The Company believes that internally generated funds, current cash on hand
and borrowing fromexisting credit lines will be adequate to neet foreseeable
needs. The Conpany may choose, however, to issue additional debt dependi ng on
mar ket condi ti ons.
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QG her Matters

Price Increases

I n Septenber 2000, Allegheny Ludlum an Allegheny Technol ogi es conpany,
announced that it would increase base prices by approximately 5 to 7 percent on
super stainless steel, nickel-based alloy and superal |l oy grades of sheet,
standard strip, Precision Rolled Strip® plate-mll-plate and continuous-ml]|-
pl ate products as well as silicon electrical steel. These price increases were
effective with orders received after the cl ose of business on Septenber 29
2000 except for silicon steel which are effective January 2, 2001. Allegheny
Ludl um al so announced in Septenber 2000 that it would increase base prices by
approximately 4 to 5 percent on comercially pure titaniumcoil, sheet and
pl ate products effective with new orders received after Septenber 4, 2000. In
July 2000, Allvac, an Al legheny Technol ogi es conpany, announced that it would
i ncrease prices by approximately 8 percent to 10 percent on its nickel - based
titaniumand specialty steel products. Wile price increases should have some
i mpact on performance in 2000, the price increases are expected to primarily
benefit 2001 performance.

Energy Costs

Prices and availability of nost energy resources are subject to market
conditions. These market conditions are often affected by political and
econonic factors that are generally outside of the Conpany’s control. The
uncertainty surrounding the price of oil and the political environment in the
M ddl e East are factors that nay inpact petrol eumcosts. The U S. governnent
is also forecasting that supplies of natural gas may be at historical |ow
| evel s during the winter of 2000-2001. These factors, anong other things, my
contribute to increased production costs that could have a material inpact on
the results of operations of the Conmpany. The Conpany is eval uating energy
factors with regard to production costs including negotiating with an energy
partner to assist in cost containnent and control of energy consunption

Gowh Strategy Analysis

In June 2000, the Company announced the results of its growh strategy
anal ysis. The Conpany’s objective is to reach an annualized sales rate that is
at |l east 75 percent higher by the end of 2003 than in 1999, while maintaining
the Company’s historically high Ilevel of return on capital enployed.

Envi r onnent al

The Company is subject to various domestic and international environmenta
laws and regul ations which require that it investigate and renedi ate the
effects of the release or disposal of materials at sites associated with past
and present operations, including sites at which the Conpany has been
identified as a potentially responsible party under the Conprehensive
Envi ronnent al Response, Conpensation and Liability Act, conmonly known as
Superfund, and conparable state laws. The Conpany is currently involved in the
i nvestigation and remedi ati on of a nunber of sites under these |laws. The
Conpany's reserves for environmental investigation and renediation totaled
approxi mately $52.1 million at Septenber 30, 2000. Based on currently
avai |l abl e i nformati on, managenment does not believe future environnmental costs
at sites with which the Conpany has been identified in excess of those accrued
with respect to sites with which the Conpany has been identified are likely to
have a naterial adverse effect on the Conpany’s financial condition or
liquidity. The resolution in any reporting period of one or nore of these
matters could have a material adverse effect on the Conpany’s results of
operations for that period

Wth respect to proceedi ngs brought under the federal Superfund |aws, or
simlar state statutes, the Conpany has been identified as a potentially
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responsi bl e party at approxi mately 33 such sites, excluding those at which it
believes it has no future liability. The Conpany's involvenent is very linted
or de mnins at approxinmately 13 of these sites, and the potential |oss
exposure with respect to any of remaining 20 sites is not considered to be

mat eri al

For additional discussion of environnmental matters, see Note 8 to the
consol i dated financial statenents of the Conpany.

Governnent Contracts

One of the Conpany’s operating conpanies directly performs work on contracts
with the U S. Government. Various clainms (whether based on U S. Governnent or
Conpany audits and investigations or otherw se) have been or may be asserted
agai nst the Conpany related to its U S. Governnent contract work, including
cl ai ms based on business practices and cost classifications and actions under
the False Clainms Act. Under the False Clains Act, a person nay assert the
rights of the U S. Governnent by initiating a suit under seal against a
contractor. For the claimto be successful, the person nust have information
that the contractor falsely subnmtted a claimto the U S. Government for
paynent. If it chooses, the U S. Covernnent may intervene and assume contro
of the case

Covernnent contracting clains may be resolved by detailed fact-finding and
negotiation. Wen they are not resolved in that way, civil or crimnal |ega
or administrative proceedi ngs may ensue. Depending on the circunstances and
t he outconme, such proceedings could result in fines, penalties, conpensatory
and trebl e danages or the cancell ation or suspension of payments under one or
nore U.S. Government contracts. Under government regul ations, a company, or
one or nmore of its operating divisions or units, can also be suspended or
debarred from governnent contracts based on the results of investigations

Gven the limted extent of the Conpany’s business with the U S. Governnent,
t he Company believes that a suspension or debarnment of the Conmpany woul d not
have a naterial adverse effect on the future operating results and consoli dated
financial condition of the Conpany. Although the outcome of these matters
cannot be predicted with certainty, managenent does not believe there is any
audit, review or investigation currently pendi ng agai nst the Conpany of which
managenent is aware that is likely to have a material adverse effect on the
Conpany’ s financial condition or liquidity. The resolution in any reporting
period of one or nore of these matters could have a material adverse effect on
the Company’s results of operations for that period

For additional discussion of government contract matters, see Note 8 to the
consol i dated financial statenents of the Conpany.

Forwar d- Looki ng St at enents

Fromtine to time the Conpany has made and may continue to nmake forward-
| ooki ng statements. Certain forward-|ooking statenents are contained in
“Managenent’ s Di scussion and Anal ysis of Financial Condition and Results of
Operations” and Note 8 to the consolidated financial statenents of the Conpany,
i ncluding those statenents concerning: the results of its growh strategy
analysis and initiatives; projected | evels of sales, earnings and earni ngs per
share, financial performance, growh and segnent nmargins; operational actions
taken to respond to market conditions; product denmand; benefits expected to be
realized fromdiversified markets and product mx; prices and price increases;
raw material availability and costs; energy costs and actions taken to contro
costs; working capital; cash flow and the Conpany’s focus on generating cash
flow, anticipated business, econom c and nmarket conditions; aerospace, oil and
gas, autonotive and other industry trends; cost reductions and cost reduction
prograns; expected capital expenditures; projected returns on sales of surplus
assets; potential repurchases of the Conpany’s stock; results of |abor
negoti ati ons; foreign currency fluctuations; the outcone of any government
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inquiries, litigation or other proceedings related to government contracts or
other matters; and future environmental costs. These forward-I| ooking
statenents are based on managenent’s current expectations and include known and
unknown risks, uncertainties and other factors, many of which the Conpany is
unable to predict or control, that may cause the Conpany’s actual results or
performance to materially differ fromany future results or performance
expressed or inplied by such statements. Factors that coul d cause actua
results to differ materially fromthose projected in forward-| ooking
statenents, include, but are not linmted to our ability to achieve our growh
strategi es and cost reduction prograns; cyclical demand for our products;
volatility of prices for and unavailability of critical raw materials; our
ability to inplenent and maintain raw material surcharges and price increases
whi ch may depend on market conditions, including pricing by foreign producers;
the effect of market conditions on the perfornmance of pension assets;
anticipated effects of acquisitions on earnings; the effect of energy costs, as
well as those risks and uncertainties described above under the captions “Q her
Matters — Environmental” and “Qther Matters — Governnent Contracts” and

el sewhere herein. Realization of anticipated benefits described in forward-

| ooki ng statements coul d take | onger than expected and inpl ementation
difficulties, market factors and deterioration in domestic or global economc
conditions could alter anticipated benefits. Additional risk factors are
described fromtine to time in the Conpany’s filings with the Securities and
Exchange Conmi ssion, including its Report on Form 10-K for the year ended
Decenber 31, 1999 and its Reports on Form 10-Q The Conpany assunes ho duty to
update its forward-1|ooking statenents.

Item 3. Quantitative and Qualitative Disclosures About Market Ri sk

The Company uses derivative financial instruments fromtine to time to hedge
ordi nary business risks regarding foreign currencies on product sales and to
partially hedge against volatile raw material cost fluctuations in the Flat-
Rol | ed Products and H gh Performance Metal s segnents.

Forei gn currency exchange contracts are used to linit transactional exposure
to changes in currency exchange rates. The Conpany somnetinmes purchases foreign
currency forward contracts that effectively pernmit it to sell specified anmounts
of foreign currencies expected to be received fromits export sales for pre-
established U S. dollar amounts at specified dates. The forward contracts are
denomi nated in the sane foreign currencies in which export sales are
denom nated. These contracts, which are not financially naterial, are
desi gnat ed as hedges of export sales transactions in which
settlement will occur in future periods, which otherw se would expose the
Conpany, on the basis of its aggregate net cash flows in respective currencies,
to foreign currency risk

A portion of the Conpany’s operations consists of investnments in foreign
subsidiaries. As a result, the Conpany’'s financial results could be affected
by changes in foreign currency exchange rates. To nitigate this foreign
currency translation risk, the Conpany has a practice of recapitalizing
operations using local foreign currency debt to replace direct equity
investnent. The average interest rate to service this foreign debt is
favorable to current U S. interest rates.

As part of its risk managenent strategy, fromtine to tinme, the Conpany
pur chases exchange-traded futures contracts to nanage exposure to changes in
ni ckel prices, a conmponent of raw material cost for sone of its flat-rolled and
hi gh performance netal s products. The nickel futures contracts obligate the
Conpany to nmake or receive a paynent equal to the net change in value of the
contract at its maturity. Some of these contracts can be designated as hedges
of the Conpany’'s firmsales comtnents and are short-termin nature to
correspond to the conmmitnent period. The gains and | osses on these contracts
are deferred and recogni zed in earnings when realized as an adjustnment to cost
of goods sold. Historically, the Conpany has not cl osed any significant
contracts prior to the execution of the underlying sales transactions, nor have
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any of the underlying sales transactions for such significant contracts failed
to occur which resulted in a material adverse effect on the Conpany.

The Company guar ant ees the outstandi ng Al l egheny Ludlumfixed rate
6. 95 percent debentures due in 2025. In a period of declining interest rates,
the Company faces the risk of required interest payments exceedi ng those based
on the then current market rate. To mitigate interest rate risk, the Conpany
attenpts to maintain a reasonabl e bal ance between fixed and variable rate debt
to keep financing costs as | ow as possible

The Company believes that adequate controls are in place to nonitor these
activities, which are not financially material. However, many factors,
i ncl udi ng those beyond the control of the Conpany such as changes in donestic
and foreign political and econonic conditions, as well as the magnitude and
timng of interest rate changes, could adversely affect these activities.
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PART II. OTHER | NFORVATI ON

Item6. Exhibits and Reports on Form 8-K
(a) Exhibits -
27.1 Financial data schedul e — Septenber 30, 2000
(b) Current Reports on Form8-K filed by the Conpany -

None.
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S| GNATURES

Pursuant to the requirenents of the Securities Exchange Act of 1934,

Regi strant has duly caused this report to be signed on its behalf by the
under si gned thereunto duly authorized.

ALLEGHENY TECHNOLOG ES | NCORPORATED
(Regi strant)

Dat e: Novenber 3, 2000 By /s/ R J. Harshman

Ri chard J. Harshnman
Vice President — Controller and Acting
Chi ef Financial Oficer
(Principal Financial Oficer and
Duly Authorized Oficer)

22



EXH BI T | NDEX

Exhi bit No. Descri pti on

27.1 Fi nanci al Data Schedul e for N ne Months Ended
Sept enber 30, 2000.

23



<DOCUMENT>

<TYPE> EX-27.1
<DESCRI PTI ON> FDS- -
<TEXT>
<ARTI CLE> 5
<LEGEND>

The schedul e contains summary financial information extracted fromthe
registrant's consolidated statenment of incone for the nine nonths ended

Sept enber 30, 2000 and consol i dat ed bal ance sheet as of Septenber 30, 2000 and
is qualified inits entirety by reference to such financial statenents.

</ LEGEND>

<Cl K> 0001018963
<NAMVE> Al | egheny Technol ogi es | ncor por at ed
<MULTI PLI ER> 1, 000, 000
<TABLE>

<S> <C

<PERI OD- TYPE> 3- MOS

<FI SCAL- YEAR- END> DEC- 31- 2000
<PERI OD- START> JAN- 01- 2000
<PERI OD- END> SEP- 30- 2000
<CASH> 44

<SECURI Tl ES> 0

<RECEI VABLES> 354
<ALLOWANCES> 9

<l NVENTORY> 608
<CURRENT- ASSETS> 1,076
<PP&E> 1,801
<DEPREC! ATl ON> 902

<TOTAL- ASSETS> 2,862
<CURRENT- LI ABI LI TI ES> 362

<BONDS> 600
<PREFERRED- MVANDATCRY> 0
<PREFERRED> 0

<COVMON> 10

<OTHER- SE> 1,053
<TOTAL- LI ABI LI TY- AND- EQUI TY> 2,862
<SALES> 1,876
<TOTAL- REVENUES> 1,876

<CGCS> 1,516
<TOTAL- COSTS> 1,516
<OTHER- EXPENSES> 0

<LCSS- PROVI SI ON> 0

<| NTEREST- EXPENSE> 25

<| NCOVE- PRETAX> 200

<| NCOVE- TAX> 73

<| NCOVE- CONTI NUI NG> 127

<Dl SCONTI NUED> 0

<EXTRACRDI NARY> 0

<CHANGES> 0

<NET- | NCOVE> 127

<EPS- BASI & 1.52

<EPS- DI LUTED> 1.52

</ TABLE>

</ TEXT>
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