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United States
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

QUARTERLY REPORT

Pursuant to Section 13 or 15(d) of the Securitiesd€éhange Act of 1934
For the Quarterly Period Ended

December 31, 2009
Commission File Number 1-12984

Eagle Materials Inc.

Delaware
(State of Incorporation)

75-2520779
(I.R.S. Employer Identification No.)

3811 Turtle Creek Blvd., Suite 1100, Dallas, Texa&b219

(Address of principal executive offices)

(214) 432-2000

(Registrant’s telephone number)

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pastiags. YesM No O

Indicate by check mark whether the registrant lsmstted electronically and posted on its corpo¥atb site, if any, every Interactive Data
File required to be submitted and posted pursuaRide 405 of Regulation S-T (8§232.405 of this ¢bgpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). Y&3 No [

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, @accelerated filer or a smaller reporting
company. See definition of “large accelerated fil&giccelerated filer” and “smaller reporting commgd in Rule 12b-2 of the Exchange Act.
(Check one):

Large accelerated filc M Accelerated filei O
Non-accelerated file [0 (Do not check if a smaller reporting compa Smaller reporting compar [
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exgle Act.) Yes[O No M

As of February 5, 2010, the number of outstandhayes of common stock was:

Class Outstanding Shares

Common Stock, $.01 Par Val 43,809,87¢
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REVENUES
Gypsum Wallboart
Cementi
Paperboart
Concrete and Aggregat
Other, ne

COSTS AND EXPENSES
Gypsum Wallboart
Cement
Paperboart
Concrete and Aggregat
Other, ne

Corporate General and Administrati

Interest Expense, n

Eagle Materials Inc. and Subsidiaries

Consolidated Statements of Earnings
(dollars in thousands, except share data)

(unaudited)

For the Three Months
Ended December 31,

For the Nine Months
Ended December 31,

2009

2008

2009

2008

EQUITY IN EARNINGS OF UNCONSOLIDATED JOINT

VENTURE

EARNINGS BEFORE INCOME TAXES

Income Taxe:
NET EARNINGS
EARNINGS PER SHARE:

Basic

Diluted

AVERAGE SHARES OUTSTANDING:

Basic
Diluted
CASH DIVIDENDS PER SHARE:

$ 4537+ $ 61,397 $ 159,01« $ 217,37
37,17: 45,87« 135,88t 161,95!
12,90( 15,55¢ 38,29¢ 55,71(

9,08« 14,90: 37,31¢ 54,68:
11C 10€ 197 3,84¢
104,63¢ 137,82 370,71¢ 493,56t
47,66 58,59¢ 156,56: 221,30:
29,69( 32,54« 101,64! 115,64.
9,68¢ 11,517 25,68( 43,61¢
9,18: 14,49: 35,621 50,80:
— — 84 —
3,17( 5,14( 12,31« 14,11(
5,69¢ 7,671 16,92¢ 23,79:
105,08: 129,96( 348,84. 469,26
5,91( 8,681 18,27¢ 25,42
5,461 16,55( 40,15( 49,72¢
788 5,291 11,35: 14,99:

$ 468 ¢ 11,25¢ $§ 28,79t § 34,73

$ 011 ¢ 0.2¢ % 0.6¢ ¢ 0.8C

$ 011 ¢ 0.2¢ % 0.6 ¢ 0.7¢
43,752,95 43,517,84 43,655,14 43,473,36
44,092,80 43,826,78 44,033,92 43,869,47
$ 01C $ 01C % 03C $ 0.5C

1

See notes to unaudited consolidated financial statements.
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Eagle Materials Inc. and Subsidiaries
Consolidated Balance Sheets
(dollars in thousands)

ASSETS

Current Asset-
Cash and Cash Equivalel
Accounts and Notes Receival
Inventories
Prepaid and Other Asse

Total Current Asset

Property, Plant and Equipme-

Less: Accumulated Depreciatit
Property, Plant and Equipment, |

Notes Receivabl

Investment in Joint Ventul
Goodwill and Intangible Asse
Other Asset:

LIABILITIES AND STOCKHOLDERS ' EQUITY
Current Liabilities-

Accounts Payabl

Federal Income Taxes Paya

Accrued Liabilities
Total Current Liabilities

Long-term Debt
Other Lon¢term Liabilities

Deferred Income Taxe
Total Liabilities

Stockholder’ Equity -

Preferred Stock, Par Value $0.01; Authorized 5,000,Shares

None Issuet

Common Stock, Par Value $0.01; Authorized 100,000 Bhares; Issued and Outstanding 43,809,8'

and 43,589,775 Shares, respecti\
Capital in Excess of Par Val

Accumulated Other Comprehensive Los
Retained Earning

Total Stockholder Equity

See notes to the unaudited consolidated financial statements.

2

December 31

March 31,
2009 2009
(unaudited)

$ 2244; $ 17,79
38,26: 44,26.
99,51¢ 107,06:
4,55¢ 6,167
164,77. 175,28:
1,100,53. 1,089,611
(455,96() (419,66
644,57 669,94.
7,02¢ 6,301
33,791 39,52:
152,33! 152,81.
24,06t 22,81(
$1,026,56°  $1,066,66:
$ 1646( $ 19,64
3,81 —
38,08¢ 44,60
58,36: 64,24¢
300,00 355,00(
100,09( 97,10
118,89( 122,48t
577,341 638,84.
43¢ 43¢
16,87¢ 11,16¢
(6,040) (6,040
437,94¢ 422,26!
449,22: 427,82
$1,026,56°  $1,066,66:
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Eagle Materials Inc. and Subsidiaries
Consolidated Statements of Cash Flows
(unaudited — dollars in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES
Net Earnings
Adjustments to Reconcile Net Earnings to Net CasiviBed by Operating Activitie-
Depreciation, Depletion and Amortizati
Gain on Sale of Property, Plant and Equipn
Deferred Income Tax Provisic
Stock Compensation Expen
Equity in Earnings of Unconsolidated Joint Vent
Excess Tax Benefits from Share Based Payment Aerangts
Distributions from Joint Ventur
Changes in Operating Assets and Liabilit
Accounts and Notes Receival
Inventories
Accounts Payable and Accrued Liabilit
Other Asset:
Income Taxes Payab
Net Cash Provided by Operating Activiti
CASH FLOWS FROM INVESTING ACTIVITIES
Property, Plant and Equipment Additic
Proceeds from Sale of Property, Plant and Equip!

Net Cash Used in Investing Activitis
CASH FLOWS FROM FINANCING ACTIVITIES
Decrease in Lor-term Debi
Dividends Paid to Stockholde
Proceeds from Stock Option Exerci:
Excess Tax Benefits from Share Based Payment Aerangts
Net Cash Used in Financing Activiti
NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD
CASH AND CASH EQUIVALENTS AT END OF PERIOD

See notes to the unaudited consolidated financial statements.

3

For the Nine Months
Ended December 31,

2009

2008

$28,79¢ $34,73¢
38,25: 38,53
— (2,596)
(3,599 (1,827
2,47¢ 4,83¢
(18,276 (25,42
(1,766) (60%)
24,000  27,50(
5276 12,79
7,54¢ (3,529
(5,796 (25,78
144 (1,43¢)
4,63 4,86:
81,69¢ 62,06
(12,207 (12,84
— 3,99¢
(12,20) (8,850
(55,000 —
(13,000 (26,08
1,47C 1,13¢
1,76€ 60:
(64,85) (24,349
4,64, 28,86
17,79¢  18,96(
$2244: $ 47,82
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Eagle Materials Inc. and Subsidiaries
Notes to Unaudited Consolidated Financial Statemesat
December 31, 2009

(A) BASIS OF PRESENTATION

The accompanying unaudited consolidated finant@#ésments as of and for the three and nine monibgseended December 31, 2009,
include the accounts of Eagle Materials Inc. asdrigjority owned subsidiaries (the “Company”, “os™we”) and have been prepared by the
Company, without audit, pursuant to the rules awlifations of the Securities and Exchange Comnmis3ibese unaudited consolidated
financial statements should be read in conjunatiiih the audited consolidated financial statemamis the notes thereto included in our
Annual Report on Form 10-K filed with the Secustend Exchange Commission on May 27, 2009.

Certain information and footnote disclosures nolyniakluded in financial statements prepared inoadance with generally accepted
accounting principles have been condensed or ahptiesuant to such rules and regulations, althaugjbelieve that the disclosures are
adequate to make the information presented noeadshg. In our opinion, all adjustments (consissotely of normal recurring adjustments)
necessary to present fairly the information inftiilowing unaudited consolidated financial statetsesf the Company have been included.
The results of operations for interim periods asenecessarily indicative of the results for thié year.

The preparation of financial statements in conftymiith accounting principles generally acceptethia United States requires
management to make estimates and assumptiondfitthe reported amounts of assets and liakslgied disclosures of contingent assets
and liabilities at the date of the financial stagens and the reported amounts of revenues and seenring the reporting period. Actual
results could differ from those estimates.

Certain prior year balances, primarily prepaid eygas and deferred taxes, have been reclassifleal ¢onsistent with the current year
presentation.

We evaluated all events or transactions that oeduafter December 31, 2009 up through Februar@B0,2he date we issued these
financial statements. During this period, we did Inve any material recognizable subsequent events.

Recent Accounting Pronouncements

Effective with the quarter ended December 31, 20@9adopted the Financial Accounting Standards @(BASB) Accounting
Standards Codification Topic 105, “Generally AcezbAccounting Principles” (ASC 105). ASC 105 estdids the FASB Accounting
Standards Codification (“Codification”) as the soeiof authoritative accounting principles recogdibg the FASB to be applied by non-
governmental entities in the preparation of finahstatements in conformity with generally accemedounting principles (GAAP) in the
United States. The FASB will make all future chamteguidance in the Codification by issuing Accing Standards Updates. The
Codification also provides that rules and interpeeteleases of the U. S. Securities and Exchamgendssion (SEC) issued under the
authority of federal securities laws will continizebe sources of authoritative GAAP for SEC regists. The Codification does not create any
new GAAP standards but incorporates existing acthogiand reporting standards into a new topicalctire so that users can more easily
access authoritative accounting guidance. Thergfzgehave updated all references to authoritatizedards to be consistent with those set
forth in the Codification. The adoption of ASC 18&d no impact on our consolidated financial positiesults of operations or cash flows.

4
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In May 2009, the FASB issued guidance on subsecaarits, which sets forth general standards ofuattogy for and disclosure of

events that occur after the balance sheet datedfote financial statements are issued or areablaito be issued. The guidance was adopted
effective for the first fiscal quarter of 2010 adid not have a material impact on our financiatesteents.

In April 2009, the FASB issued guidance on intedisclosures about fair value of financial instrutsemhich requires quarterly
disclosure of information about the fair value iofhcial instruments. The guidance was adopteatafefor the first fiscal quarter of 2010

and did not have a material impact on our finanstatements.

(B) CASH FLOW INFORMATION - SUPPLEMENTAL

Cash payments made for interest were $18.2 mifliwh $24.4 million for the nine months ended Decem3fie 2009 and 2008,
respectively. Net payments made for federal arng st@ome taxes during the nine months ended DeeeBth 2009 and 2008, were $11.0

and $13.1 million, respectively.

(C) STOCKHOLDERS' EQUITY

A summary of changes in stockholders’ equity fobkow

Common Stock-—
Balance at Beginning of Peri
Stock Option Exercise

Balance at End of Peric

Capital in Excess of Par Value-
Balance at Beginning of Peri
Shar-Based Activity
Stock Option Exercise

Balance at End of Peric

Retained Earnings—
Balance at Beginning of Peric

Dividends Declared to Stockholde

Net Earnings

Balance at End of Peric

Accumulated Other Comprehensive Los-

Balance at Beginning of Peri
Balance at End of Peric

Total Stockholders’ Equity

For the Nine Months
Ended December 31, 20(
(dollars in thousands)

$ 43¢
2

43¢

11,16¢
4,24
1,46¢

16,87¢

422,26!
(13,119
28,79

437,94t

(6,040)
(6,040)
$ 449 22

There were no share repurchases during the thoerine month periods ended December 31, 2009. As=oémber 31, 2009, we have

authorization to purchase an additional 717,300esha
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(D) COMPREHENSIVE INCOME
Comprehensive income for the nine month periodgeeémkcember 31, 2009 and 2008 was identical tthneime for the same periods.

As of December 31, 2009, we had an accumulated otreprehensive loss of $6.0 million in connectigth recognizing the differen:
between the fair value of the pension assets angrthjected benefit obligation.

(E) INVENTORIES

Inventories are stated at the lower of average (@@dtuding applicable material, labor, depreciatiand plant overhead) or market, and
consist of the following:

As of
December 31

March 31,

2009 2009

(dollars in thousands)
Raw Materials and Mater-in-Progress $ 27,01¢ $ 32,58(
Gypsum Wallboart 6,97¢ 9,622
Finished Cemer 9,66¢ 11,30:
Paperboart 3,47 4,14;
Aggregate: 11,52¢ 11,68
Repair Parts and Suppli 38,67: 36,42¢
Fuel and Cosa 2,184 1,30z

$ 99,51  $107,06:

(F) ACCRUED EXPENSES
Accrued expenses consist of the following:

As of
December 31 March 31,
2009 2009
(dollars in thousands)
Payroll and Incentive Compensati $ 7,31¢ $10,81:
Benefits 9,91¢ 9,152
Interest 3,00¢ 7,31(C
Insurance 6,681 5,66¢
Property Taxe 3,732 3,91¢
Other 7,43¢ 7,74¢

$ 38,08t $44,60¢

(G) SHARE-BASED EMPLOYEE COMPENSATION
Long-Term Compensation Plans

Our current Incentive Plan (the “Plan”) was inifaddopted during fiscal 2004 and amended duriscali 2006 and fiscal 2010. Under
the terms of the Plan, we can issue stock opti@s$ricted stock units (“RSUs”) and restricted kt@mllectively, the “Equity Awards”) to
employees of the Company and members of the Bddbitectors. The Compensation Committee of our BlaarDirectors specifies the
terms for grants of Equity Awards under the Plame €xercise price of options must be equal to eatgr than the fair market value of a st
of our common stock on the date of grant and thma tff these options may not exceed ten years. Mgsti options granted to employees is

6
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generally based on performance criteria, whileastigranted to members of the Board of Directaedramediately and fully exercisable.
RSUs issued to employees generally are paid ireshased on the achievement of certain performaniteeia. Dividend equivalent units are
accrued on all RSUs that have been earned, byeh@aid out in shares. RSUs granted to membetsedBoard of Directors are generally
paid in shares when the director retires in acamédavith our Director Retirement Policy. Restriosoon restricted shares issued to emplc
generally lapse ratably over a five-to-sewe&ar period. Equity Awards issued under the Plaregaly provide that, in the event of a chang
control, all awards become immediately and fullgreisable.

Options. Stock option expense for all outstanding stockarptiwards totaled approximately $0.3 million andL$8illion for the three
and nine month periods ended December 31, 200%ctsgely, as compared to $1.7 and $3.9 milliontfier three and nine month periods
ended December 31, 2008, respectively. At Dece®bge?009, there was approximately $3.7 million nfacognized compensation cost
related to outstanding stock options which is eigrbto be recognized over a weighted-average pefiddi years.

The following table represents stock option acyifitr the quarter ended December 31, 2009:

Number Weighted-
of Average
Shares Exercise Price
Outstanding Options at Beginning of Per 3,568,43: $ 33.3
Grantec 138,65: $ 27.7-
Exercisec (126,849 $ 27.2¢
Cancellec (124,000 $ 328
Outstanding Options at End of Peri 3,456,23: $ 33.9
Options Exercisable at End of Per; 1,986,23:
Weighte«-Average Fair Value of Options Granted During thed®k $ 9.3¢

The following table summarizes information abowicktoptions outstanding at December 31, 2009:

Qutstanding Options Exercisable Options
Weighted -
Average Weighted - Weighted -
Remaining
Number of Contractual Average Number of Average
Shares Exercise Shares Exercise
Range of Exercise Prices Outstanding Life Price QOutstanding Price
$6.80-$8.15 152,63 1.06 $ 7.6¢ 152,63 $ 7.6
$9.57-$13.43 381,04: 294 $ 12.1C 381,04. $ 12.1C
$21.52- $ 29.08 1,189,84 5.1¢ $ 26.31 1,159,84° $ 26.2i
$ 34.09- $ 40.78 316,67( 394 $ 37.8¢ 236,67( $ 38.2¢
$47.53-$ 62.83 1,416,03! 45¢ $ 48.1C 56,03¢ $ 61.4:
3,456,23: 43¢ $ 33.9C 1,986,23. $ 24.5¢

At December 31, 2009, there was no aggregate sintriralue of stock options outstanding for non-eisable options. The aggregate
intrinsic value of exercisable options at that dages approximately $3.0 million. The total intriosialue of options exercised during the nine
month period ended December 31, 2009 was approsiynd2.0 million.

7



Table of Contents

Restricted Stock Units. We have previously granted RSUs to employees aedtdrs. The value of the RSUs granted to emploigees
being amortized over a three year period, withetkeeption of the RSUs granted on August 21, 2008¢iwwe expensed over a one year
period. The value of the RSUs granted to dired®b®ing amortized over a period not to exceed/gams. Expense related to RSUs was
approximately $0.0 million and $1.2 million for thteree and nine month periods ended December 8B, 28spectively, as compared to $0.4
million and $0.8 million for the three and nine nfoperiods ended December 31, 2008, respectivelipesember 31, 2009, there was
approximately $0.4 million of unearned compensatiom RSUs that will be recognized over a weight®drage period of 5.1 years.

Restricted Stock. We granted 30,000 shares of restricted stock orusiu@l, 2009. The restricted stock was valued pitcegimately $0.8
million, based on the closing price of the stockloam date of the grant. The restrictions lapsenimual increments over a fiweear period, witl
the expense recognized ratably over the same Beeyeriod.

During our Annual Shareholders Meeting, our shadgrs approved a proposal to increase the numbshtayks available under our
Incentive Plan by 3,000,000 shares and approvedineather amendments to the Plan. Shares avaiflabfature stock option and restricted
stock unit grants under existing plans were 3,2821& December 31, 2009.

(H) COMPUTATION OF EARNINGS PER SHARE
The calculation of basic and diluted common shatgstanding is as follows:

For the Three Months For the Nine Months
Ended December 31, Ended December 31,
2009 2008 2009 2008
Weighte«-Average Shares of Common Stock Outstani 43,752,95 43,517,84 43,655,14 43,473,36
Common Equivalent Share
Assumed Exercise of Outstanding Dilutive Optir 1,476,52. 651,48¢ 1,131,219 900,13:
Less Shares Repurchased from Assumed
Proceeds of Assumed Exercised Opti (1,180,27)  (447,29) (835,589 (594,34
Restricted Share 43,59¢ 104,74’ 83,17« 90,33!
Weighte«-Average Common and Common Equivalent Shares Oudlisig 44,092,80 43,826,78 44,033,92 43,869,47
Shares Excluded Due to A-dilution Effects 2,01554! 2,946,97 2,359,38( 2,360,39

() INCOME TAXES

Income taxes for the interim period presented h@en included in the accompanying financial stateémen the basis of an estimated
annual effective tax rate. In addition to the antafrtax resulting from applying the estimated aareffective tax rate to pre-tax income, we
will, when appropriate, include certain items tezhas discrete events to arrive at an estimatedibt@x amount. The effective tax rate for
nine months ended December 31, 2009 was approXinkaeo.

(J) PENSION AND EMPLOYEE BENEFIT PLANS

We sponsor several defined benefit and definedribarion pension plans which together cover sulihiy all our employees. Benefi
paid under the defined benefit plans covering aetiaurly employees are based on years of serviddtee employee’s qualifying
compensation over the last few years of employment.



Table of Contents

The following table shows the components of netgae cost for our plans:

For the Three Months For the Nine Months

Ended December 31, Ended December 31,

2009 2008 2009 2008
(dollars in thousands) (dollars in thousands)

Service Cos— Benefits Earned during the Peri $ 12€ $ 14C $ 404 $ 41¢
Interest Cost of Benefit Obligatiol 26€ 25C 76€ 751
Expected Return on Plan Ass (62 (280) (620) (839
Recognized Net Actuarial Lo 50¢ 77 581 23C
Amortization of Prio-Service Cos (57) 36 97 10¢

Net Periodic Pension Ca $ 782 $ 22% $ 1,23( $ 66¢

(K) FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair value of our long-term debt has been estéth based upon our current incremental borrowatesrfor similar types of
borrowing arrangements. The fair value of our SeNiotes at December 31, 2009 is as follows:

Fair Value

(dollars in thousands
Series 2005A Tranche $ 40,10¢
Series 2005A Tranche $ 78,86(
Series 2005A Tranche $ 76,96¢
Series 2007A Tranche $ 10,01:
Series 2007A Tranche $ 11,54¢
Series 2007A Tranche $ 52,10(
Series 2007A Tranche $ 37,72

All assets and liabilities which are not considdfiaencial instruments have been valued using hicsbcost accounting. The carrying
values of cash and cash equivalents, accounts@pd receivable, accounts payable and accrueditiebapproximate their fair values due
the short-term maturities of these assets anditiabi

(L) CREDIT FACILITIES
Long-term debt consists of the following:

As of
December 31
March 31,
2009 2009
(dollars in thousands)
Bank Credit Facility $ — $ 55,00(
Senior Note! 300,00( 300,00(

$ 300,00( $355,00(

Bank Credit Facility -

We entered into a $350.0 million credit facility becember 16, 2004. On June 30, 2006, we ameneddiathk Credit Facility (the
“Bank Credit Facility”) to extend the expirationtddrom December 2009 to June 2011, and to redhecbdrrowing rates and commitment
fees. Borrowings under the Bank Credit Facility guaranteed by all major operating subsidiarieh@fCompany. Outstanding principal
amounts on the Bank Credit Facility bear interést @ariable rate equal to LIBOR, plus an agreedgingranging from 55 to 150 basis
points), which is to be established quarterly bagamh the Company’s ratio of consolidated EBITDAieh is defined as earnings before
interest, taxes, depreciation and amortizatioitstoonsolidated indebtedness. Interest paymeatpayable monthly or at the end of the
LIBOR advance periods, which can be up to a pesfatdne months at our option.

9



Table of Contents

The Bank Credit Facility has a $25 million lettércoedit facility. Under the letter of credit faityl, the Company pays a fee at a per
annum rate equal to the applicable margin for Eoitadloans in effect from time to time plus a dimae letter of credit fee in an amount
equal to 0.125% of the initial stated amount. AtBraber 31, 2009, we had $7.0 million of lettersrefdit outstanding.

At December 31, 2009, the Company had $343.0 miltibborrowings available under the Bank CreditiltgcUnder the Bank Credit
Facility, we are required to adhere to certainriizial and other covenants, including covenantgingldo the Company’s interest coverage
ratio and consolidated funded indebtedness ratio.

Senior Notes -

We entered into a Note Purchase Agreement on Nosefry 2005 (the “2005 Note Purchase Agreemenidjed to our sale of $200
million of senior, unsecured notes, designatedea®eS 2005A Senior Notes (the “Series 2005A SeNmes”) in a private placement
transaction. The Series 2005A Senior Notes, whielgaaranteed by substantially all of our subsieégmwere sold at par and issued in three
tranches on November 15, 2005. On February 5, 200%epurchased $7.0 million in principal of thei€g 2005A Senior Notes for $6.7
million, leaving $193.0 million outstanding. Follavg the repurchase, the amounts outstanding fdr efithe three tranches are as follows:

Principal Maturity Date Interest Rate
Tranche A $ 38.6 millior November 15, 201 5.25%
Tranche B $ 77.2 millior November 15, 201 5.36%
Tranche C $ 77.2 million November 15, 201 5.48%

Interest for each tranche of Notes is payable semisally on May 15 and November 15 of each yedr alhprincipal is paid for the
respective tranche.

We entered into an additional Note Purchase Agreere October 2, 2007 (the “2007 Note Purchase ément”) related to our sale of
$200 million of senior, unsecured notes, designatge8eries 2007A Senior Notes (the “Series 200tAoB&lotes”) in a private placement
transaction. The Series 2007A Senior Notes, whielgaaranteed by substantially all of our subsiégmwere sold at par and issued in four
tranches on October 2, 2007. On February 5, 2089gpurchased $93.0 million in principal of thei€&e2007A Senior Notes for $88.3
million, leaving $107.0 million outstanding. Follavg the repurchase, the amounts outstanding fdr ebthe four tranches are as follows:

Principal Maturity Date Interest Rate
Tranche A $ 9.5 million October 2, 201 6.06%
Tranche B $ 11.0 millior October 2, 201 6.27%
Tranche C $ 50.0 millior October 2, 201 6.36%
Tranche C $ 36.5 millior October 2, 201 6.4&%

Interest for each tranche of Notes is payable samisally on April 2 and October 2 of each yearlitiprincipal is paid for the
respective tranche.

Our obligations under the 2005 Note Purchase Ageetiand the 2007 Note Purchase Agreement (colldgtreferred to as the “Note
Purchase Agreements”) and the Series 2005A Semitashand the Series 2007A Senior Notes (collegtiraferred to as “the Senior Notes”)
are equal in right of payment with all other senigrsecured debt of the Company, including our deder the Bank Credit Facility. The N
Purchase Agreements contain customary restrictvertants, including covenants that place limit®onconsolidated funded indebtedness
ratio, our ability to encumber our assets, to iredudlitional debt, to sell assets, or to merge asalbidate with third parties, as well as certain
cross covenants with the Bank Credit Facility. Warevin compliance with all financial ratios and ensnts at December 31, 2009.

10
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Pursuant to a Subsidiary Guaranty Agreement, sotislig all of our subsidiaries have guaranteedghectual payment of all principal,
interest, and Make-Whole Amounts (as defined inNbé&e Purchase Agreements) on the Senior Noteshenother payment and performance
obligations of the Company contained in the SeNiotes and in the Note Purchase Agreements. Weegineitped, at our option and without
penalty, to prepay from time to time at least 1(Bthe original aggregate principal amount of th@iBeNotes at 100% of the principal
amount to be prepaid, together with interest actnresuch amount to be prepaid to the date of paymkis a Make-Whole Amount. The
Make-Whole Amount is computed by discounting thea&ing scheduled payments of interest and prihcipthe Senior Notes being
prepaid at a discount rate equal to the sum ofdsslpoints and the yield to maturity of U.S. ttegssecurities having a maturity equal to the
remaining average life of the Senior Notes beirgppid.

(M) COMMITMENTS AND CONTINGENCIES

We have certain deductible limits under our workeosnpensation and liability insurance policies ¥drich reserves are established
based on the undiscounted estimated costs of kaodranticipated claims. We have entered into statetter of credit agreements relating
workers’ compensation and auto and general ligtsktf-insurance. At December 31, 2009, we hadicgant liabilities under these
outstanding letters of credit of approximately $milion.

The following table compares insurance accrualspayinents for our operations:

As of and For the Three Months As of and For the Nine Months
Ended December 31, Ended December 31,
2009 2008 2009 2008

(dollars in thousands) (dollars in thousands)
Accrual Balances at Beginning of Per| $ 6,612 $ 5528 $ 5,79 $ 5,67¢
Insurance Expense Accru 492 90t 2,161 2,63
Payment: (423) (639) (1,279 (2,5617)
Accrual Balance at End of Peri $ 6,681 $ 579 $ 6,68] $ 579

In the ordinary course of business, we executeraotst involving indemnifications typical in our imstries and indemnifications spec
to a transaction such as sale of a business. Tidsmnifications might include claims relating twyaof the following: environmental and tax
matters; intellectual property rights; governmemnégjulations and employment-related matters; custpsupplier, and other commercial
contractual relationships; construction contracts Bfnancial matters. While the maximum amount taoli we may be exposed under such
agreements cannot be estimated, it is the opirfiomamagement that these indemnifications are no¢eted to have a material adverse effect
on our consolidated financial position or resuftgperations. Currently we have no outstanding guizes.

The Internal Revenue Service (the “IRS”) complatesiexamination of our federal income tax retuordiie fiscal years ended
March 31, 2001, 2002, and 2003. The IRS issuedxamBEReport and Notice of Proposed Adjustment ondiayer 9, 2007, in which it
proposes to deny certain depreciation deducticaaimeld by us with respect to assets acquired byons Republic Group LLC in November
2000 (the “Republic Assets”). We completed our WR$peals effort in late August 2009 and were unaébleesolve the case. On September 7,
2009, we were notified that our request for the RSt Appeals Mediation program was approved, and mediation is scheduled for
March 3, 2010.
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If sustained, the adjustment proposed by the IR&ldvesult in additional federal income taxes owgdis of approximately
$27.6 million, plus penalties of $5.7 million angpéicable interest. Moreover, for taxable yearsssgjuent to fiscal 2003, we also claimed
depreciation deductions with respect to the Repukdisets, as originally recorded.

The IRS examination of federal income tax retunidiscal years ended March 31, 2004, 2005 and 2066rrently in process, and the
IRS has indicated they intend to issue a notideémear future challenging the depreciation dedustwith respect to the Republic Assets on
the same basis as set forth in the Notice of Pexpésljustment. If challenged on the same basiegfogh in the Notice of Proposed
Adjustment, additional federal income taxes forybars 2004 — 2006 of approximately $32.0 millipluis applicable interest and possible
civil penalties of up to approximately $24.0 mii@assuming such penalties and interest are assaissbd same basis as the preceding years
could be asserted by the IRS for those periods,/ddditional state income taxes, interest, anitl panalties of approximately $9.3 million
would be owed by us for the fiscal years under egathsubsequent taxable years if the IRS’ posiicustained.

We paid the IRS approximately $45.8 million duridgvember 2007 with respect to tax years 2001 — 2808 h is comprised of $27.6
million in federal income taxes, $5.7 million foemelties and $12.5 million for interest, to avoiltléional imposition of the large corporate
tax underpayment interest rates. In the event aetra settlement with the IRS in mediation or m ¢burts, we will reverse any accrued
interest and penalties in excess of the negotsgtement through the consolidated Statement ofiigs. In the event we are unable to re
a settlement, we believe we have a substantias f@sour tax position, and intend to vigorousiyntst the proposed adjustment in court. At
this time, we are unable to predict with certaitiiy ultimate outcome or how much of the amountd i tax, interest, and penalties to the
IRS and state taxing authorities will be recoveitdny.

We are currently contingently liable for performanmder $8.8 million in performance bonds requbgdertain states and
municipalities, and their related agencies. Thedsare principally for certain reclamation obligat and mining permits. We have
indemnified the underwriting insurance company agfaany exposure under the performance bonds.rlpasi experience, no material cla
have been made against these financial instruments.

(N) SEGMENT INFORMATION

Operating segments are defined as componentseritarprise that engage in business activitiesghat revenues, incur expenses and
prepare separate financial information that is eat&ld regularly by our chief operating decision erak order to allocate resources and as
performance.

We operate in four business segments: Gypsum Walih&€ement, Recycled Paperboard, and Concretdggrgates, with Gypsum
Wallboard and Cement being our principal lines udibess. These operations are conducted in thedJ8iates and include the mining of
gypsum and the manufacture and sale of gypsum @alith mining of limestone and the manufacture, petidn, distribution and sale of
portland cement (a basic construction material tvisdhe essential binding ingredient in concrete),manufacture and sale of recycled
paperboard to the gypsum wallboard industry andrgtaperboard converters and the sale of readyomgrete and the mining and sale of
aggregates (crushed stone, sand and gravel). phedects are used primarily in commercial and mstidl construction, public construction
projects and projects to build, expand and remeids and highways.

We operate four gypsum wallboard plants, two gypstattboard reload centers, a gypsum wallboard iigtion center, four cement
plants, eleven cement distribution terminals, ekl paperboard mill, nine readymix concrete baleimt locations and two aggregates
processing plant locations. The principal marketsour cement products are Texas, northern lllifimisluding Chicago), the Rocky
Mountains, northern Nevada, and northern Califor@gpsum wallboard and recycled paperboard arehliséd throughout the continental
United States. Concrete and aggregates are stdabreadymix producers and paving contractothénAustin, Texas area and northern
California.
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We conduct one of our four cement plant operatidegas Lehigh Cement Company LP in Buda, Texaeutiir a Joint Venture. For
segment reporting purposes only, we proportionatehsolidate our 50% share of the Joint Venture¥@nues and operating earnings, which
is consistent with the way management organizesdbenents within the Company for making operatiegisions and assessing performa

We account for intersegment sales at market prides following table sets forth certain financiaddrmation relating to our operations

by segment:

Revenue:-

Gypsum Wallboart
Cement
Paperboart
Concrete and Aggregat
Other, ne

Sut-total

Less: Intersegment Revent

Less: Joint Ventur
Net Revenue

Intersegment Revenu-

Cement
Paperboart
Concrete and Aggregat

Cement Sales Volume (M Tor-
Wholly — owned Operation

Joint Venture

13

For the Three Months
Ended December 31,

For the Nine Months
Ended December 31,

2009 2008

2009 2008

(dollars in thousands)

(dollars in thousands)

$ 4537/ $ 61,39 $159,01( $217,37
53,41 71,417  188,37( 24346
21,02 25,86+ 65,05 94,46«
9,251 15,13¢ 37,99: 55,41¢
11C 10€ 197 3,84¢
129,17 173,91 450,62  614,56(
(9,206 (12,129 (31,179  (44,92)
(15,327  (23,95) (48,730 (76,079
$104,63¢ $137,82¢ $370,71( $493,56(

For the Three Months
Ended December 31,

For the Nine Months
Ended December 31,

2009 2008

2009 2008

(dollars in thousands)

(dollars in thousands)

$ 91t $ 158: $ 3,748 $ 5/43¢
8,12¢ 10,30¢ 26,75: 38,75¢
167 23¢ 672 734

$ 9,20€ $ 12,12¢ $ 31,170 $ 44,92
418 461 1,49 1,601

16€ 24C 52¢ 765

584 701 2,02¢ 2,36¢
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Operating Earning-
Gypsum Wallboart
Cement
Paperboart
Concrete and Aggregat

Other, ne
Sut-total

Corporate General and Administrati
Earnings Before Interest and Income Ta

Interest Expense, n

Earnings Before Income Tax

Cement Operating Earnin-
Wholly — owned Operation
Joint Venture

Capital Expenditure® -
Gypsum Wallboart
Cement
Paperboart
Concrete and Aggregat
Other

Depreciation, Depletion and Amortizati@® -
Gypsum Wallboart
Cemeni
Paperboart
Concrete and Aggregat
Other, ne

Identifiable Asset® -
Gypsum Wallboart
Cement
Paperboart
Concrete and Aggregat
Corporate and Oth

For the Three Months
Ended December 31,

For the Nine Months
Ended December 31,

2009 2008

2009 2008

(dollars in thousands)

$(2,287) $ 2,80(
13,39° 22,01

3,21¢ 4,03¢
(98) 40€
11C 10€

(dollars in thousands)

$ 2,45:  $ (3,929

52,515 71,73¢
12,61¢ 12,09:
1,692 3,881
112 3,84¢

14,33. 29,36
(3,170 (5,140

69,39 87,62
(12,319 (14,110

11,16: 24,22
(5,695 (7,679

57,07¢ 73,51
(16,929  (23,79)

$ 5467 $16,55(

$40,15C  $49,72¢

$ 7,481  $13,33(
5,91C 8,681

$34,247 $ 46,31
18,27¢ 25,42

$13,39.  $22,01:

$52517 $71,73¢

1,86¢ 1,114

52 13C
26C —
92 5

$ 131 $ 3,55¢

11,25 7,781
222 52¢
50¢ 96%

92 12

$ 233 §$ 1,811

$12,201 $12,84¢

$ 558t $ 5,66¢

3,78( 3,491
2,271 2,27¢
991 1,067
171 23C

$16,82: $17,34:
11,01¢ 10,62:

6,83( 6,80¢
3,00 3,081
588 684

$12,80.  $12,73¢

$38,25¢  $38,53!

As of

December 31

March 31,
2009 2009

$ 459,86!

(dollars in thousands)

$ 489,51t
311,05¢ 317,55!¢
150,01¢ 154,54:
51,31¢ 56,33¢
54,31 48,72(

$1,026,56

$1,066,66!



(@)

Basis conforms with equity method accounti
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Segment operating earnings, including the propoatiely consolidated 50% interest in the revenudseapenses of the Joint Venture,
represent revenues, less direct operating expessgsient depreciation, and segment selling, geaachhdministrative expenses. Corporate
assets consist primarily of cash and cash equitglgeneral office assets and miscellaneous otisets See Footnote (M) of the Unaudited
Consolidated Financial Statements for additionfrimation. The segment breakdown of goodwill i$adl®ws:

As of
December 31

March 31,

2009 2009

(dollars in thousands)
Gypsum Wallboart $ 116,61¢ $116,61¢
Cement 8,35¢ 8,35¢
Paperboart 7,53¢ 7,53¢

$ 132,51!  $132,51!

We perform our annual test of impairment on gooldeiring the fourth quarter of our fiscal year. Dioghe decline in operating
earnings of the gypsum wallboard segment durindatsteyear, and continuing into this year, we haegormed an impairment test at the end
of the third quarter for the gypsum wallboard asseid goodwill, noting that there was no impairnarthat time. We will continue to test for
any potential impairment on a quarterly basis thtmut fiscal year 2010, or until conditions in thallboard industry improve enough for us
to determine that an impairment loss is not likelypccur.

During December 2009, we idled our gypsum manufatgifacility in Bernalillo, N.M. due to low indust utilization. In connection
with the closure, we accrued approximately $0.4ionilin severance and other related costs. Thaiosf the facility is temporary, as we
expect to re-open this facility when business ctmas improve.

Summarized financial information for the Joint \ienat that is not consolidated is set out below @$hi:imarized financial information
includes the total amount for the Joint Venture aatour 50% interest in those amounts):

For the Three Months For the Nine Months
Ended December 31, Ended December 31,
2009 2008 2009 2008
(dollars in thousands) (dollars in thousands)
Revenue! $27,52¢ $44,89¢ $90,37( $144,69:
Gross Margir $12,52( $18,40( $39,49¢ $ 54,61:
Earnings Before Income Tax $11,82. $17,36: $36,55:! $ 50,84:
As of
December 31 March 31,
2009 2009
(dollars in thousands)
Current Asset $ 39,77¢  $47,307
Non-Current Asset $ 37,25. $42,74.
Current Liabilities $ 11,247 $16,25:
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(O) INTEREST EXPENSE
The following components are included in interegiemse, net:

For the Three Months For the Nine Months
Ended December 31, Ended December 31,
2009 2008 2009 2008
(dollars in thousands) (dollars in thousands)
Interest (Income $ 4 $ (14) $ (27 $ (219
Interest Expens 4,54¢ 5,811 13,86¢ 18,61(
Interest Expens- IRS 1,07¢ 1,87¢ 2,77¢ 5,02¢
Other Expense 78 12¢ 31z 37¢
Interest Expense, n $569 $7,671 $16,92¢ $23,79:

Interest income includes interest on investmenexoéss cash. Components of interest expense eoitetest associated with the
Senior Notes, the Bank Credit Facility and commitbfees based on the unused portion of the Ban#itfacility. Interest expense — IRS
relates to interest accrued on our unrecognizetieéaefits. Other expenses include amortizationebt tssuance costs, and bank credit fac
costs.

Item 2. Management’s Discussion and Analysis of Relts of Operations and Financial Condition
EXECUTIVE SUMMARY

Eagle Materials Inc. is a diversified producer a$ig building products used in residential, indastcommercial and infrastructure
construction. Information presented for the thneé mine month periods ended December 31, 2009 @d@, 2espectively, reflects the
Company'’s four business segments, consisting os@ypWallboard, Cement, Recycled Paperboard andré@nand Aggregates. Certain
information for each of Concrete and Aggregatdsdaken out separately in the segment discussions.

We operate in cyclical commaodity businesses thadaectly related to the overall construction @ariment. Our operations, depending
on each business segment, range from local ine&unational businesses. We have operations ariaty of geographic markets, which
subject us to the economic conditions in each gledyraphic market as well as the national markehe@l economic downturns or localized
downturns in the regions where we have operatiengally have a material adverse effect on oummssi, financial condition and results of
operations. Our Wallboard and Paperboard operadibnsore national in scope and shipments are thaoleghout the continental U.S. Our
Cement companies are located in geographic arestsofvthe Mississippi River and the Chicago, llimmetropolitan area. Due to the low
value-to-weight ratio of cement, cement is usushliipped within a 150 mile radius of the plants fagk and up to 400 miles by rail; though
the price of diesel fuel may impact the truck shgpadius. Concrete and Aggregates are even negieral as those operations serve the
areas immediately surrounding Austin, Texas anthnairSacramento, California. Cement, concreteaggtegates demand may fluctuate
more widely because local and regional marketsemotiomies may be more sensitive to changes thamatienal markets.

We conduct one of our cement operations througtind yenture, Texas Lehigh Cement Company LP, wisdbcated in Buda, Texas
(the “Joint Venture”). We own a 50% interest in jbimt venture and account for our interest untiereéquity method of accounting. We
proportionately consolidate our 50% share of thatJdéenture’s revenues and operating earningserptiesentation of our cement segment,
which is the way management organizes the segméthis the Company for making operating decisiond assessing performance.

16



Table of Contents

RESULTS OF OPERATIONS
Consolidated Results

For the Three Months For the Nine Months

Ended December 31, Ended December 31,

2009 2008 Change 2009 2008 Change

(In thousands except share data) (In thousands except share data)

Revenue® $ 129,17. $ 17391 (26%) $ 450,62' $ 614,56(  (27%)
Operating Cost® 114,84( 14455;  (21%) 381,23: 526,93:  (28%)
Operating Profi 14,33: 29,367  (51%) 69,39: 87,621  (21%)
Corporate General and Administrati 3,17( 5,14( (38%) 12,31« 14,11( (13%)
Interest Expense, n 5,69t 7,671 (26%) 16,92¢ 23,79 (29%)
Earnings Before Income Tax 5,46 16,55( (67%) 40,15( 49,72¢ (19%)
Income Taxe: 782 5291  (85%) 11,35: 14,99.  (24%)
Net Earnings $ 468/ $  11,25¢ (58%) $  28,79¢ $  34,73¢ (17%)
Diluted Earnings per Sha $ 0.11 $ 0.2¢€ (58%) $ 0.6t $ 0.7¢ (18%)

@ Total of wholly-owned subsidiaries and proportionately consolidafé interest in the Joint Ventl's results

Net Revenues. Net revenues decreased by 26% and 27% for the éime@ine month periods ended December 31, 208Pectvely, as
compared to the similar periods in 2008. The desgeauring the three and nine month periods ena@edmber 31, 2009 were due primarily
to decreases in both sales prices and sales voliamak of our businesses, as compared to theairperiods in 2008. The decreased sales
volumes and decreased average sales prices ihall businesses, are both related to the contidogdturn in the residential and
commercial construction sectors, which have besprdportionately impacted by the decline in ovesathnomic activity in the U.S. over the
last two years.

Operating Costs. Operating costs decreased 21% and 28% for the éime@ine month periods ended December 31, 208pecévely,
as compared to 2008. The decline in both the figoatter and year to date costs is primarily duag¢areduction in production volumes for
of our segments, caused by reduced demand insidergial and commercial construction markets. Addally, the decline in the costs of
certain critical operating supplies, such as nagaa, fiber and freight have contributed to lowperating costs in fiscal 2010 as compared to
fiscal 2009. The declines in natural gas and frtedgists positively impacted the earnings of oursyyp wallboard and paperboard segments,
while the decline in fiber costs positively impatthe paperboard segment.

Operating Profits. Operating profit decreased 51% to $14.3 milliontfa quarter ended December 31, 2009, as compaf&2bt4
million during the same period in 2008, primarilyedto lower net revenues and average net salessmicdescribed above. Operating profits
declined 21% to $69.4 million for the nine monthipe ended December 31, 2009, as compared to $8iflién during the similar period in
2008, primarily due to lower revenues in fiscal @@k compared to fiscal 2009, partially offset tyer operating expenses during fiscal
2010.

Corporate General and Administrative. Corporate general and administrative expensesniecB8% and 13% for the three and nine
month periods ended December 31, 2009, respectiaglgompared to the similar period in 2008. Tlkesdines were due primarily to lower
incentive compensation in both the three and ninatmperiods, due to lower expected earnings, mapidved overhead efficiency. Corpot
General and Administrative Expenses also declingihd the fiscal third quarter of 2010 as compare#009 due to the vesting of RSU'’s
granted during August 2008, which became fully @dsh August 2009.
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Interest Expense, Net. Net interest expense decreased 26% and 29% dherthitee and nine month periods ended Decemb@(089,
respectively. The decrease in expense is relatedhply to our repurchase of $100 million in priegilacement debt during February 2009,
resulting in lower average borrowings during fis2@lL0, as compared to fiscal 2009. Additionallyerast rates for our revolving line of cre
and unrecognized tax benefits were lower duringhihee and nine month periods ended December 8B, 20 compared to the rates during
the similar periods in 2008.

Income Taxes. As of December 31, 2009 the estimated tax ratéifoal 2010 was 28%, as compared to 30% for fi26@R. The
expected tax rate for the full fiscal year is expddo be 28%, as compared to 30% for fiscal 200@. decline is primarily due to the impact
of percentage depletion on lower earnings.

Net Earnings and Diluted Earnings per Share. Pre-tax earnings for the quarter of $5.5 milliocr@dased 67% from last year's pre-tax
earnings of $16.6 million; while pre-tax earningsd0.2 million for the nine month period ended Beber 31, 2009 decreased 19% from
last year’s pre-tax earnings of $49.7 million. Matnings of $4.7 million and diluted earnings gears of $0.11 for the third quarter of fiscal
2010 both declined 58%, as compared to the thiedtquof fiscal 2009. Net earnings of $28.8 millfon the nine month period ended
December 31, 2009 decreased 17%, as compared minthenonth period ended December 31, 2008, wiiiked earnings per share of $0.65
for the current nine month period decreased 18%oagared to the same nine month period of the fisoal year.

The following table highlights certain operatingarmation related to our four business segments:

For the Three Months For the Nine Months
Ended December 31, Ended December 31,
2009 2008 Percentagt 2009 2008 Percentagt
(In thousands except per unit) Change (In thousands except per unit) Change
Revenue®
Gypsum Wallboart $ 4537¢ $ 61,39 (26%) $ 159,01t $ 217,37 (27%)
Cemeni@ 53,41 71,41 (25%) 188,37 243,46: (23%)
Recycled Paperboa 21,02« 25,86« (19%) 65,05 94,46 (31%)
Concrete and Aggregat 9,251 15,13¢ (39%) 37,99: 55,41¢ (31%)
Other, ne 11C 10€ 4% 197 3,84 (95%)
Gross Revenue $ 129,17. $ 17391 (26%) $ 450,62' $ 614,56( (27%)
Sales Volume
Gypsum Wallboard (MMSF 38¢ 452 (14%) 1,30z 1,65¢ (21%)
Cement (M Tons® 584 701 (17%) 2,02¢ 2,36¢ (14%)
Recycled Paperboard (M Tor 50 52 (4%) 15¢ 18€ (15%)
Concrete (M Yards 95 144 (34%) 38C 501 (24%)
Aggregates (M Tons 46¢ 73t (36%) 1,92¢ 2,83¢ (32%)
Average Net Sales Pric®
Gypsum Wallboart $ 89.00 $ 103.7: (14%) $ 94.1C $ 96.2¢ (2%)
Cemeni@ 84.01 95.0( (12%) 86.3¢ 96.6: (11%)
Recycled Paperboa 415.6: 494.1: (16%) 410.1¢ 499.9° (18%)
Concrete 66.5: 72.7¢ (9%) 67.7¢ 73.47 (8%)
Aggregates 6.25 6.3¢ (2%) 6.3€ 6.5€ (3%)
Operating Earning
Gypsum Wallboart $ (2,287 $ 2,80( (182%) $ 2,45¢ $ (3,929 —
Cemeni@ 13,39: 22,01 (39%) 52,51° 71,73¢ (27%)
Recycled Paperboa 3,21¢ 4,03¢ (20%) 12,61¢ 12,09t 4%
Concrete and Aggregat (98) 40¢€ (124%) 1,692 3,881 (56%)
Other, ne 11C 10€ 4% 11: 3,84¢ (97%)
Net Operating Earning $ 1433: $ 29,36 (51%) $ 69,39! $ 87,62 (21%)

(@)
(@)
®)

Gross revenue, before freight and delivery cc
Includes proportionate share of our Joint Vent
Net of freight and delivery cost
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Gypsum Wallboard Operations. The decrease in revenues during the three andmimeh periods ended December 31, 2009, as
compared to the similar periods in 2008, is dumprily to the 14% and 21% decrease in sales voluespectively. The decline in sales
volume is primarily due to low demand for residahéind commercial construction. Residential androencial demand normally comprises
approximately 70% of the demand for gypsum walldpand sharp declines in demand have reduced treigmotion of gypsum wallboard
by approximately 50% since its peak in 2006. Inithoid to the decline in sales volume for the thirgarter of fiscal 2010, the average net ¢
price decreased 14% as compared to the third gquartiscal 2009. The nine month fiscal 2010 averagt sales price also declined as
compared to the fiscal 2009 nine month averagegily due to the decline in average sales price tive last two fiscal quarters. Operating
earnings for gypsum wallboard decreased duringjtizeter ended December 31, 2009 as compared sintflar quarter in 2008, but
increased during the nine month period ended Deeeih 2009 as compared to 2008. The decreasematopy earnings during the fiscal
third quarter was primarily related to lower averagt sales prices and net sales volumes, offsedlpaby reduced transportation costs. The
increase in operating earnings for the nine moetiod ended December 31, 2009, as compared tartilarsperiod in 2008, is due primarily
to lower operating expenses, primarily natural gasyer and transportation, offset slightly by deses in average net sales price and sales
volume. In response to the decline in demand adidsimy utilization, we idled our Bernalillo wallbahfacility during December 2009. Costs
involved with the shut-down were not significamidavere expensed during the quarter ended Dece®ih&009.

Cement Operations. Revenues decreased during the three and nine mpenitids ended December 31, 2009, as compared tinttilar
periods in 2008, primarily due to the lower salekimes and lower average sales prices. Sales veldawreased in all of our markets except
lllinois where volumes increased slightly, but warere pronounced in the Mountain and Texas marKé#s.declines in the Mountain and
Texas markets included both manufactured and psectheement. Purchased cement sales declined toxapptely 2,000 tons and 45,000
tons during the three and nine month periods emds@mber 31, 2009, respectively, as compared tmajppately 110,000 tons and 411,000
tons during the three and nine month periods em@mber 31, 2008, respectively. The decline imapesales prices during the three and
nine month periods was consistent across all magkad was primarily due to the decline in demanaLinmarkets. Operating earnings
declined during the third quarter and year to daféescal 2010, as compared to the similar periodéscal 2009. These declines are due
primarily to decreases in the sales volumes anthgeesales price. Operating expenses also dedbndide nine month period in fiscal 2010.
These declines were primarily due to declines mspaupplies and outside services, fuel and ébdgtexpenses. On a quarterly basis,
operating expenses remained consistent betweex #8¢0 and 2009.

Recycled Paperboard Operations. Net revenues declined 19% and 31% during the tandenine month periods ended December 31,
2009 as compared to the similar periods in 200&amily due to the 16% and 18% decline in averagfesales price and the 4% and 15%
decline in average sales volume for the three @amelmonth periods, respectively. The decline irs&blume is primarily due to reduced
residential and commercial construction, which &dgersely impacted demand for gypsum paper, raguti gypsum paper representing a
45% and 50% of total sales volume during the tlaregnine month periods ending December 31, 20@@mpared to 52% and 62% of total
sales volume during the similar periods of fisdad@. The decrease in the proportion of the prothigtrepresented by higher priced gypsum
paper also had an adverse impact on the averdggygwice during the three and nine month periedded December 31, 2009, as compared
to December 31, 2008. For the three months endedrbleer 31, 2009, operating earnings were down P0¥harily due to the decrease in
both pricing and volumes, as well as the changales mix. Operating expenses for the fiscal thurdrter of 2010 were lower than operating
expenses for the same quarter of 2009. Duringislealfthird quarter, fiber costs increased, buteafat compared to the prior year’s third
quarter, while natural gas and electricity costsenapproximately 40% lower in fiscal 2010 than &is2009. Operating earnings grew by 4%
for the nine months ended December 31, 2009 as a@dpo 2008, primarily due to decreases in oun@ry operating expenses, hamely
fiber, natural gas, electricity and chemicals. Qpeaton basis, operating costs decreased apprlinis8% during the first half of fiscal 20
as compared to fiscal 2009. The decline in natyaalis due primarily to higher than normal expehsiéng fiscal 2009, while the decline in
fiber expense during the last quarter of fiscal2@ad the first quarter of fiscal 2010 was due prily to the reduced demand for recycled
fiber.
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Concrete and Aggregates Operations. Decreases in sales volumes during the three amdnmamth periods of fiscal 2010, as compare
similar periods in fiscal 2009, was the primarys@afor the decline in revenue for both concretdaggregates. The decline in sales volumes
negatively impacted the average net sales pricasglthese same periods, resulting in averageales price declines for both concrete and
aggregates, as compared to the similar periodsdeDdeember 31, 2008. The decrease in revenuesvanalgg net sales prices were the
primary reason for the decline in operating earsidgring the three and nine month periods ende@mber 31, 2009, as compared to the
similar periods in 2008.

Other, net. Included in net revenues are other income, whiatsists of a variety of items that are non-segmestating in nature and
includes non-inventoried aggregates income, gypsaitboard distribution center income, asset satesather miscellaneous income and
cost items. Included in Other, net during the mimanth period ended December 31, 2008 is approxlyn$fe6 million related to a gain on t
sale of rail cars by our gypsum wallboard division.

GENERAL OUTLOOK

Calendar 2009 has been a very difficult year ecdcally in the United States, and particularly i ttonstruction products businesses.
Despite the passage of the American Recovery am/&ament Act of 2009 (the “Act”), there was kttincrease in infrastructure spending,
and commercial and residential construction agtizitntinued to decline. The portion of the Act tethto infrastructure is expected to have
more impact in calendar 2010 as more infrastrugbuogects are approved. Although we anticipateatth@inistration will continue to address
the current financial crisis throughout calendat@here can be no assurance as to the actuattitiga these legislative initiatives, or any
other similar governmental programs, will have om lobusiness, financial condition or results of @pens.

The U.S. wallboard industry continues to be adugrisepacted by the current downturn in the resiggrand commercial construction
markets, resulting in industry capacity utilizatideclining to approximately 50%. The reduction apacity utilization continues to negatively
impact gypsum wallboard pricing, which is expediedemain depressed throughout fiscal 2010. Waitbocansumption during calendar
2009, as reported by the Gypsum Association, deetkapproximately 27% from consumption in caleryéar 2008. We do not anticipate
wallboard consumption to improve significantly dwgicalendar 2010; however, we expect an increasagacity utilization at our plants
during fiscal 2011 due to the closing of the Beitlvaplant in December 2009.

We anticipate the decline in gypsum paper sale, & a gross basis and as a percentage of oupagiar sales, to continue through
the remainder of fiscal 2010. In response to thpeeted decline in gypsum paper sales, we contmsedk opportunities for sales in new
markets as well as supplying product to the cortdioard market. The cost of two of our major opegagxpenses, electricity and natural |
declined during the three and nine month periodssofl 2010, and due to the worldwide recessiamde not anticipate significant increases
in these costs for the remainder of fiscal 201BeFEianother of our major operating costs, hasrépeed price increases throughout the first
nine months of fiscal 2010, rebounding from thedrisal lows in the last two quarters of fiscal 20@s the generation of Old Cardboard
Containers (“OCC") continues to decline in the shimg economy and the presence of export deman@@g£ remains steady, the price of
fiber is anticipated to continue to rise throughihet rest of fiscal 2010. We closely monitor thee@iand consumption of fiber, electricity and
natural gas as these costs comprise a signifiaatibp of our total production costs.

Cement demand in all U.S. regions continues tarpacted by decreasing residential housing consryahe softening commercial
construction market and state government budgétitdefwhich will hinder cement consumption durithg remainder of fiscal 2010. Cement
consumption in the US declined approximately 26%hafirst eleven months of calendar 2009 as coatptr the first eleven months of
calendar 2008. The U.S. cement industry continoesduce imports of foreign cement with
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imports declining to approximately 8% of total congption during the first eleven months of calen2ia®9, as compared to approximately
12% of total consumption in the first eleven morahsalendar 2008. We have also severely curtaifgmbrting of cement, and do not
anticipate increasing our imports meaningfully dgrthe first half of calendar 2010. The United &ajovernment has included increased
infrastructure spending as part of the stimulukpge passed during the first quarter of calend@®2Bowever, the effects of these
expenditures are not anticipated to meaningfullgaat the cement industry until later this year.

Similarly, we expect concrete and aggregate salksnes to be depressed throughout the remaindecad 2010 in both of our marke
as both residential and infrastructure spendingaiersoft, and any impact from the stimulus bill tidsely will not be realized until later this
year.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The preparation of financial statements in accacdamith accounting principles generally acceptethenUnited States requires
management to adopt accounting policies and maiéfisiant judgments and estimates to develop ansowgflected and disclosed in the
financial statements. In many cases, there armaltiee policies or estimation techniques that ddé used. We maintain a thorough process
to review the application of our accounting pol&cand to evaluate the appropriateness of the nmetingates that are required to prepare our
financial statements. However, even under optirmalimstances, estimates routinely require adjustiased on changing circumstances
the receipt of new or better information.

Information regarding our “Critical Accounting Pciks and Estimates” can be found in our Annual Repde four critical accounting
policies that we believe either require the usthefmost judgment, or the selection or applicatibalternative accounting policies, and are
material to our financial statements, are thosatired to long-lived assets, goodwill, environmefigbilities and accounts receivable.
Management has discussed the development andigrletthese critical accounting policies and esti@s with the Audit Committee of our
Board of Directors and with our independent regétepublic accounting firm. In addition, Note (&) the financial statements in our Annual
Report contains a summary of our significant actiogrpolicies.

Recent Accounting Pronouncements

Effective with the quarter ended December 31, 20@9adopted the Financial Accounting Standards @(RASB) Accounting
Standards Caodification Topic 105, “Generally AcegbAccounting Principles” (ASC 105). ASC 105 estdids the FASB Accounting
Standards Caodification (“Codification”) as the soaiof authoritative accounting principles recogdibg the FASB to be applied by non-
governmental entities in the preparation of finahstatements in conformity with generally accemedounting principles (GAAP) in the
United States. The FASB will make all future chamteguidance in the Codification by issuing Acciing Standards Updates. The
Codification also provides that rules and interpeeteleases of the U. S. Securities and Exchamgen@ssion (“SEC”) issued under the
authority of federal securities laws will continizebe sources of authoritative GAAP for SEC regists. The Codification does not create any
new GAAP standards, but incorporates existing actiog and reporting standards into a new topicaicstire so that users can more easily
access authoritative accounting guidance. Thergfagehave updated all references to authoritatiedards to be consistent with those set
forth in the Codification. The adoption of ASC 18&d no impact on our consolidated financial positiesults of operations or cash flows.

In May 2009, the FASB issued guidance on subsecarits, which sets forth general standards ofuattogy for and disclosure of
events that occur after the balance sheet datedfote financial statements are issued or areablaito be issued. The guidance was adopted
effective for the first fiscal quarter of 2010 adid not have a material impact on our financiatesteents.
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In April 2009, the FASB issued guidance on intedisclosures about fair value of financial instrutsemhich requires quarterly
disclosure of information about the fair value iofahcial instruments. The guidance was adoptedtidffefor the first fiscal quarter of 2010
and did not have a material impact on our finanstatements.

LIQUIDITY AND CAPITAL RESOURCES
Cash Flow.
The following table provides a summary of our clistvs:

For the Nine Months
Ended December 31,

2009 2008
(dollars in thousands)
Net Cash Provided by Operating Activiti $ 81,69¢ $ 62,06
Investing Activities:
Capital Expenditure (12,207 (12,846
Proceeds from Sale of Property, Plant and Equip! — 3,99¢
Net Cash Used in Investing Activitis (12,207 (8,850
Financing Activities:
Excess Tax Benefits from Share Based Payment Aerapgts 1,76€ 603
Increase (Decrease) in Notes Pay: (55,000 —
Dividends Paic (23,090 (26,087
Proceeds from Stock Option Exerci: 1,47(C 1,13¢
Net Cash Used in Financing Activiti (64,859 (24,349
Net Increase in Cas $ 4,64¢ $ 28,86

Cash flow from operating activities increased b9.$Imillion during the nine month period ended Deber 31, 2009, as compared to
the similar period in 2008, primarily due to incsea in cash flows from changes in operating assetdiabilities, partially offset by decreas
in net earnings and earnings of our unconsolidmtied venture. The positive change in assets atillifies was due primarily to reduction in
our inventory of $7.5 million during the nine momghriod ended December 31, 2009, as comparedit@egase in inventory of $3.5 million
during the same period in 2008. Additionally, aautsupayable and accrued expenses decreased b8, as compared to a decrease of
$25.7 million during the same period in 2008.

Net cash used in investing activities increasefil 2 million during the first nine months of fis@910, as compared to $8.9 million
during the first nine months of fiscal 2009. Calpigpenditures were relatively flat over the twaipds; however, railcar sales in the nine
month period of fiscal 2009 generated $4.0 millidrcash flow.

The IRS issued its Exam Report and Notice of Pregdsdjustment to the Company in November 2007 phaposes to disallow a
portion of the depreciation deductions claimedhr €ompany during fiscal years ended March 31, 2P002 and 2003. The adjustment
proposed by the IRS, if sustained, would resui#tdditional federal income taxes of approximately.$2million, plus penalties of $5.7 millic
and applicable interest, and would result in addai state income taxes, including applicable egeand penalties. The Company is pursuing
an administrative appeal and, if necessary, walbreto the courts for a final determination. Thangpany paid the IRS approximately $45.8
million during November 2007, including $27.6 nulli in federal income taxes, the $5.7 million fongkies and $12.5 million of interest, to
avoid additional imposition of the large corport® underpayment interest rates. See Footnote {MedUnaudited Consolidated Financial
Statements for additional information.
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Net cash used in financing activities was $64.9iomilduring the nine month period ended Decembe2809, as compared to $24.3
million during the nine month period ended Decen8#r2008. The increase in cash used in finanaditigities is primarily due to the
repayment of $55 million in debt, which decreasedtotal debt from $355.0 million at March 31, 2009%300.0 million at December 31,
2009. This decrease in debt was partially offsed lofpcrease in dividends paid, due to a reducatiohe dividend rate during the fourth qua
of fiscal 2009. Our debt-to-capitalization ratiosv0.0% at December 31, 2009, as compared to 4&t3%arch 31, 2009 and our net-debt-to-
capitalization ratio was 38.2% at December 31, 2683Tompared to 44.1% at March 31, 2009.

Working capital decreased to $106.4 million at Deber 31, 2009, compared to $111.0 million at Ma&8&h2009, primarily due to
decreased inventory and accounts receivable, affiggitly by increased cash. We do not have anyen@tcontractual obligations related to
long-term capital projects at December 31, 2009 w#&ee in compliance at December 31, 2009 withhelterms and covenants of our credit
agreements and other debt instruments.

Given the relative weakness in the gypsum wallbearmhings over the last year and during the fiusirtgr of this year, we determinet
was necessary to perform an impairment test oagkets and goodwill of the gypsum wallboard segnidrat impairment test was perforn
at the end of the third quarter and was similahtbannual impairment test we perform each yednduhe first quarter of each calendar year.
We estimated the fair value of the gypsum wallboagmbrting unit using the income method, which ¢stesl of estimating future earnings
and cash flows, and discounting these to a singlegmt value, which was compared to the carryihgevdased upon the above analysis, we
noted that there was no impairment at that time viMecontinue to assess the potential impairmeararterly during fiscal year 2010, or until
conditions in the wallboard industry improve enotdighus to determine that impairment loss is nkelij to occur.

Debt Financing Activities.
Bank Credit Facility -

We entered into a $350.0 million credit facility becember 16, 2004. On June 30, 2006, we ameneddlathk Credit Facility (the
“Bank Credit Facility”) to extend the expirationtddrom December 2009 to June 2011, and to redwecbdrrowing rates and commitment
fees. Borrowings under the Bank Credit Facility guaranteed by all major operating subsidiarieh®fCompany. Outstanding principal
amounts on the Bank Credit Facility bear interést @ariable rate equal to LIBOR, plus an agreedgingranging from 55 to 150 basis
points), which is to be established quarterly bagamh the Company’s ratio of consolidated EBITDAieh is defined as earnings before
interest, taxes, depreciation and amortizatioiitstoonsolidated indebtedness. Interest paymeatpayable monthly or at the end of the
LIBOR advance periods, which can be up to a pesfatine months at the option of the Company. UriderBank Credit Facility, we are
required to adhere to certain financial and otloseaants, including covenants relating to the Camgjsainterest coverage ratio and
consolidated funded indebtedness ratio. At Decer@beP009, the Company had $343.0 million of boirms available under the Bank
Credit Facility.

We entered into a Note Purchase Agreement on Nosefry 2005 (the “2005 Note Purchase Agreemenidjed to our sale of $200
million of senior, unsecured notes, designatedaa®S 2005A Senior Notes (the “Series 2005A SeNmtes”) in a private placement
transaction. The Series 2005A Senior Notes, whielgaaranteed by substantially all of our subsiégmwere sold at par and issued in three
tranches on November 15, 2005. On February 5, 200%epurchased $7.0 million in principal of thei€g 2005A Senior Notes for $6.7
million, leaving $193.0 million outstanding. Follavg the repurchase, the amounts outstanding fdr efthe three tranches are as follows:

Principal Maturity Date Interest Rate
Tranche / $38.6 million November 15, 201 5.25%
Tranche E $77.2 million November 15, 201 5.3%
Tranche ( $77.2 million November 15, 201 5.4&%
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Interest for each tranche of Notes is payable samisally on May 15 and November 15 of each yedr alhprincipal is paid for the
respective tranche.

We entered into an additional Note Purchase Agreewre October 2, 2007 (the “2007 Note Purchase é&gent”) related to our sale of
$200 million of senior, unsecured notes, designate8eries 2007A Senior Notes (the “Series 200tAoB&lotes”) in a private placement
transaction. The Series 2007A Senior Notes, whielgaaranteed by substantially all of our subsiégmwere sold at par and issued in four
tranches on October 2, 2007. On February 5, 208%epurchased $93.0 million in principal of thei€&e2007A Senior Notes for $88.3
million, leaving $107.0 million outstanding. Follavg the repurchase, the amounts outstanding fdr ebthe four tranches are as follows:

Principal Maturity Date Interest Rate
Tranche A $9.5 million October 2, 201. 6.08%
Tranche B $11.0 million October 2, 2011 6.27%
Tranche C $50.0 million October 2, 201 6.36%
Tranche C $36.5 million October 2, 201! 6.4&%

Interest for each tranche of Notes is payable samisally on April 2 and October 2 of each yearlwitiprincipal is paid for the
respective tranche.

Our obligations under the 2005 Note Purchase Ageegiand the 2007 Note Purchase Agreement (colldgtreferred to as the “Note
Purchase Agreements”) and the Series 2005A SemitasNand the Series 2007A Senior Notes (collegtiraferred to as “the Senior Notes”)
are equal in right of payment with all other seniorsecured debt of the Company, including our delder the Bank Credit Facility. The N
Purchase Agreements contain customary restrictvertants, including covenants that place limit®onconsolidated funded indebtedness
ratio, our ability to encumber our assets, to ireduditional debt, to sell assets, or to merge asclbidate with third parties, as well as certain
cross covenants with the Bank Credit Facility.

We may, from time to time, purchase our outstandielgt for cash in open market purchases, privaiegotiated transactions or
pursuant to offers made to the holders of such. d&btwill evaluate any such transaction in lightwdrket conditions prevailing at the time,
taking into account our liquidity, our future dedgtrvice requirements and our requirement for fuieeess to capital. The amounts involve
any such transactions, individually or in the aggte, may be material.

Other than the Bank Credit Facility, we have nceotfource of committed external financing in pldoghe event the Bank Credit
Facility was terminated, no assurance can be gageio our ability to secure a new source of finagpcConsequently, if a balance were
outstanding on the Bank Credit Facility at the tiofi¢ermination, and an alternative source of feiag could not be secured, it would have a
material adverse impact on us. None of our detated by the rating agencies.

We do not have any off balance sheet debt, exceptgproximately $12 million of operating leasebjah have an average remaining
term of approximately fifteen years. Also, we haeeoutstanding debt guarantees. We have availaldlerihe Bank Credit Facility a $25
million Letter of Credit Facility. At December 32009, we had $7.0 million of letters of credit datsling that renew annually. We are
contingently liable for performance under $8.7 millin performance bonds relating primarily to auning operations.

We believe that our cash flow from operations available borrowings under our Bank Credit Facistyould be sufficient to meet our
currently anticipated operating needs, capital egjgares and dividend and debt service requirenfentst least the next twelve months.
However, our future liquidity and capital requiremesemay vary depending on a number of factorsugfinoly market conditions in the
construction industry, our ability to maintain caiapce with covenants in our Bank Credit Facilityda
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the Note Purchase Agreements, the level of conipetind general and economic factors beyond ouraoifhese and other developments
could reduce our cash flow or require that we safhitional sources of funding. We cannot predicatdffect these factors will have on our
future liquidity.

Cash used for Share Repurchases.

We did not repurchase any of our shares duringitie month period ended December 31, 2009. As ocebwer 31, 2009, we had a
remaining authorization to purchase 717,300 sh&tesre repurchases may be made from time-to-tirtireeimpen market or in privately
negotiated transactions. The timing and amounhgfrapurchases of shares will be determined by gemant, based on its evaluation of
market and economic conditions and other factors.

Dividends.

Dividends paid in the nine months ended Decembge23029 and 2008 were $13.1 million and $26.1 milliespectively. We reduced
our annual dividend from $0.80 per share to $0&0spare beginning with the February 2009 divideaigiment. Each quarterly dividend
payment is subject to review and approval by owsrB®f Directors, who will continue to evaluate adividend payment amount on a
quarterly basis.

Capital Expenditures.
The following table compares capital expenditures:

For the Nine Months
Ended December 31,

2009 2008
(dollars in thousands)
Land and Quarrie $574¢ $ 29¢
Plants 4,97¢ 9,62¢
Buildings, Machinery and Equipme 1,47¢ 2,924
Total Capital Expenditure $12,20.  $12,84¢

For fiscal 2010, we expect capital expenditureapgdroximately $15.0 to $20.0 million. Historicallye have financed such expenditt
with cash from operations and borrowings underBamk Credit Facility.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

We are exposed to market risks related to fluabnatin interest rates on our Bank Credit Faciisom time-to-time we have utilized
derivative instruments, including interest rate ggyan conjunction with our overall strategy to raga the debt outstanding that is subject to
changes in interest rates. There were no outstgrmtirowings under the Bank Credit Facility at Daber 31, 2009. At present, we do not
utilize derivative financial instruments.
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We are subject to commodity risk with respect iegrhanges principally in coal, coke, natural giag power. We attempt to limit our
exposure to changes in commaodity prices by enténitogcontracts or increasing use of alternativalsu

ltem 4. Controls and Procedures

An evaluation has been performed under the supenvasad with the participation of the Company’s mgement, including the
Company'’s Chief Executive Officer and Chief Finah®fficer, of the effectiveness of the design apération of our disclosure controls and
procedures as of December 31, 2009. Based onvhkiation, the Company’s management, including€hgef Executive Officer and Chief
Financial Officer, concluded that the Company’sHtiisure controls and procedures were effectivef &eoember 31, 2009, to provide
reasonable assurance that the information reqtiree disclosed in the Company’s reports filedursitted under the Securities Exchange
Act of 1934 is processed, summarized and reportddnithe time periods specified in the rules aoidfs of the Securities and Exchange
Commission. There have been no changes in the Guorispaternal controls over financial reporting ohgr the Company’s last fiscal quarter
that have materially affected, or are reasonakBlyito materially affect, the Company’s internahtrols over financial reporting.

Part Il. Other Information
Item la. Risk Factors
We are affected by the level of demand in the construction industry, which is currently experiencing a significant downturn.

Demand for our products is directly related tolthesl of activity in the construction industry, whiincludes residential, commercial
and infrastructure construction. In particular, thesvnturn in residential construction and commemiamstruction has impacted, and will
likely continue to adversely impact, our wallboérsiness. The residential construction industguisently undergoing a significant
downturn. The effects of this downturn have beeacerbated by market disruptions resulting fromstiigprime mortgage crisis, which began
in the second half of 2007, and the ensuing fireraisis affecting the banking system and finalhtiarkets, which became evident in the
third quarter of 2008. A similar downturn has ocedrin commercial construction as well, beginnim@008. Furthermore, activity in the
infrastructure construction business is directlates to the amount of government funding availdbtesuch projects. Any decrease in the
amount of government funds available for such tsjer any decrease in construction activity inegah(including a continued decrease in
residential construction or continued weakeningarhmercial construction) could have a material sslveffect on our business, financial
condition and results of operations.

The value of investments are influenced by economic and market conditions.

The current economic environment could negativelgact the fair value of pension assets, which cmdrease future funding
requirements of the pension trusts.

Our customers participate in cyclical industries, which are subject to industry downturns.

A majority of our revenues are from customers wieia industries and businesses that are cyclicahture and subject to changes in
general economic conditions, including the curesdnomic recession. In addition, since our opematare in a variety of geographic mark
our businesses are subject to the economic conditibpeach such geographic market. General econdomaturns or localized downturns in
the regions where we have operations, includingthieent and any future downturns in the residéntiwommercial construction industries,
generally have an adverse effect on demand fopmgucts. Furthermore, additions to the producti@pacity of industry participants,
particularly in the gypsum wallboard industry, haveated an imbalance between supply and demand,
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which could continue to adversely affect the priaes/hich we sell our products and adversely affeetcollectability of our receivables. In
general, any further downturns in the industries/lbach we sell our products or any further incresisecapacity in the gypsum wallboard,
paperboard and cement industries could have a islad€eiverse effect on our business, financial cibonliand results of operations.

Volatility and disruption of financial markets could affect access to credit.

The current difficult economic environment has elia contraction in the availability, and increaezcost of, credit in the
marketplace. This could potentially reduce the sesiof liquidity for the Company and our customers.

Our businessis seasonal in nature, and this causes our quarterly resultsto vary significantly.

A majority of our business is seasonal with pealeneies and profits occurring primarily in the mantti April through November whe
the weather in our markets is more favorable tastration activity. Quarterly results have varigghsficantly in the past and are likely to
vary significantly from quarter to quarter in thédre. Such variations could have a negative impache price of our common stock.

Our operations and our customers are subject to extensive governmental regulation, which can be costly and burdensome.

Our operations and those of our customers are ciuioj@nd affected by federal, state and local lamg regulations with respect to such
matters as land usage, street and highway usaige, legel and health and safety and environmengdiars. In many instances, various
certificates, permits or licenses are requiredrdeofor us or our customers to conduct busine$graronstruction and related operations.
Although we believe that we are in compliance Imaterial respects with regulatory requiremeriteré can be no assurance that we will not
incur material costs or liabilities in connectioittwregulatory requirements or that demand forpmaducts will not be adversely affected by
regulatory issues affecting our customers. In @idifuture developments, such as the discoveneuof facts or conditions, new or stricter
laws or regulations (including without limitatiocljmate change legislation described below), act&r interpretations of existing laws or
regulations, may impose new liabilities on us, regadditional investment by us or prevent us fragpening or expanding plants or facilities,
any of which could have a material adverse effecvar financial condition or results of operations.

Legislative and regulatory measures to addressigoeese gas emissions are in various phases ofsdistis or implementation at
national, regional and state levels. The potegtakequences of greenhouse gas emission reductiasunes for our operations are potent
significant because (1) the cement manufacturinggss requires the combustion of large amountgadf 2) in our cement manufacturing
process, the production of carbon dioxide is a dgipct of the calcination process, whereby carboride is removed from calcium carbon
to produce calcium oxide, and (3) our gypsum walldamanufacturing process combusts a significamuantnof fuel, especially natural gas.
At this time, it is not possible to accurately estte how laws or regulations addressing greenhgasemissions would impact our business.
Any imposition of raw materials or production lititons, fuel-use or carbon taxes or emission lioites or reductions could have a
significant impact on the cement manufacturing stduand the gypsum wallboard manufacturing induatrd a material adverse effect on us
and our results of operations.

Furthermore, the EPA recently adopted regulatibasinclude extensive greenhouse gas monitoringgmatting requirements
applicable to our industries. The EPA has alsontig@nnounced findings that greenhouse gasesiattnosphere endanger public health
welfare, and that emissions from mobile sourceseau contribute to greenhouse gases in the atretsphhese proposed findings, if
finalized as proposed, would not immediately affaat operations, but standards eventually promatyptirsuant to these findings could
affect our operations and our ability to obtainggrmits for new or modified facilities.
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During 2009, the EPA also issued a proposed rulenaiment to the National Emissions Standards foakms Air Pollutants, or
NESHAP, that would significantly reduce the pergttitevels of emissions of certain air pollutantsrfrPortland cement kilns. The NESH,
amendment would set limits on mercury emissionsifexisting Portland cement kilns and would increasestringency of emission limits
for new kilns. The NESHAP amendment would alsceseission limits for total hydrocarbons, particulatatter and sulfur dioxide from
cement kilns of all sizes and would reduce hydrogblacid emissions from kilns that are large eenétt The NESHAP amendment, if adog
as proposed, would take full effect no earlier tB8t3, and could materially increase our cost ofipction.

The EPA has also stated that it is developing aguis to address the storage and disposal ofcomabustion products, which includes
fly ash and flue gas desulfurization gypsum (sytithgypsum). We use synthetic gypsum in wallboaehuofactured at our Georgetown, SC
plant. The EPA has not yet proposed any rule agcgesposed rule must go through a public commeribgdefore becoming final.
Consequently, at this time, it is not possibledousately estimate how any proposed rule regulatoad combustion products, if implement
would impact our business. However, any regulagioverning the storage and disposal of coal comtrugtioducts, if adopted, could have a
material adverse effect on our business, finargatition and results of operations depending am &oy such regulation impacts our costs
or the demand for our products.

We are subject to therisk of unfavorable weather conditions during peak construction periods and other unexpected operational
difficulties.

Because a majority of our business is seasonayordble weather conditions and other unexpectedatipnal difficulties during peak
construction periods could adversely affect opegaitncome and cash flow and could have a dispragte impact on our results of
operations for the full year.

Our products are commaodities, which are subject to significant changesin supply and demand and price fluctuations.

The products sold by us are commodities and cotgretimong manufacturers is based largely on pHcees are often subject to
material changes in response to relatively minastélations in supply and demand, general econoamiditions and other market conditions
beyond our control. Increases in the industry’ddpition capacity for products such as gypsum walib@r cement or increases in cement
imports tend to create an oversupply of such prizdaicd negatively impact product prices. Therelmano assurance that prices for products
sold by us will not decline in the future or thath declines will not have a material adverse éfbacour business, financial condition and
results of operations.

Our results of operations are subject to significant changesin the cost and availability of fuel, energy and other raw materials.

Major cost components in each of our businessethareost of fuel, energy and raw materials. Sigaift increases in the cost of fuel,
energy or raw materials or substantial decreastieinavailability could materially and adverseffect our sales and operating profits. Pr
for fuel, energy or raw materials used in connectigth our businesses could change significantlg short period of time for reasons outside
our control. Prices for fuel and electrical powehjch are significant components of the costs dassat with our gypsum wallboard and
cement businesses, have fluctuated significanttg@ent years and are expected to increase intheef In the event of large or rapid
increases in prices, we may not be able to passitheases through to our customers in full, whicluld reduce our operating margin.
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We may become subject to significant clean-up, remediation and other liabilities under applicable environmental laws.

Our operations are subject to state, federal aral Environmental laws and regulations, which ingoleebility for cleanup or
remediation of environmental pollution and hazaglmaste arising from past acts. These laws andatgus also require pollution control
and prevention, site restoration and operating fieramd/or approvals to conduct certain of our apens. Certain of our operations may fr
time-totime involve the use of substances that are cladsifs toxic or hazardous substances within thenmegaf these laws and regulatio
Additionally, any future laws or regulations addiieg greenhouse gas emissions would likely havegative impact on our business or
results of operations, either through the impositbraw material or production limitations, fuete or carbon taxes or emission limitation
reductions. We are unable to accurately estimaténtipact on our business or results of operatid@sp such law or regulation at this time.
Risk of environmental liability (including the inaence of fines, penalties or other sanctionstigiion liability) is inherent in the operation
of our businesses. As a result, it is possible ¢énatronmental liabilities and compliance with evimental regulations could have a material
adverse effect on our operations in the future.

Increasesin interest rates could adversely affect demand for our products, which would have an adverse effect on our results of
operations.

Our business is significantly affected by the mogahof interest rates. Interest rates have a dimgzact on the level of residential,
commercial and infrastructure construction activitygher interest rates could result in decreassdahd for our products, which would have
a material adverse effect on our business andtsesiubperations. In addition, increases in interates could result in higher interest expense
related to borrowings under our credit facilities.

Our debt agreements contain restrictive covenants and require usto meet certain financial ratios and tests, which limit our flexibility
and could giverise to a default if we are unableto remain in compliance.

Our amended and restated credit agreement anctaguarchase agreements governing our senior noteain, among other things,
covenants that limit our ability to finance futwperations or capital needs or to engage in othginbss activities, including our ability to:
. Incur additional indebtednes
. Sell assets or make other fundamental char
. Engage in mergers and acquisitio
. Pay dividends and make other restricted paym
. Make investments, loans, advances or guarar
. Encumber the assets of the Company and its restraztbsidiaries
. Enter into transactions with our affiliate

In addition, these agreements require us to mektraxintain certain financial ratios and tests, Whitay require that we take action to
reduce our debt or to act in a manner contrarytdasiness objectives. Events beyond our coritralyding the severity and duration of the
current industry downturn and changes in genersingss and economic conditions may impair our tghkih comply with these covenants or
meet those financial ratios and tests. A breadngfof these covenants or failure to maintain dwgiired ratios and meet the required tests
may result in an event of default under those ageses. This may allow the lenders under those aggats to declare all amounts
outstanding thereunder to be immediately due agédlga, terminate any commitments to extend furtiedit to us and pursue other reme:
available to them under the applicable agreeméittss occurs, our indebtedness may be accelemtddve may not be able to refinance the
accelerated indebtedness on favorable terms,all, ar repay the accelerated indebtedness.
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Our production facilities may experience unexpected equipment failures, catastrophic events and scheduled maintenance.

Interruptions in our production capabilities maysa our productivity and results of operationsdolide significantly during the
affected period. Our manufacturing processes goertent upon critical pieces of equipment. Suchipagent may, on occasion, be out of
service as a result of unanticipated events suéinegs explosions, violent weather conditions nexpected operational difficulties. We also
have periodic scheduled shddwns to perform maintenance on our facilities. Argnificant interruption in production capabilityay require
us to make significant capital expenditures to yr@roblems or damage as well as cause us todes@ue due to lost production time,
which could have a material adverse effect on esults of operations and financial condition.

Significant changesin the cost and availability of transportation could adversely affect our business, financial condition and results
of operations.

Some of the raw materials used in our manufactysiogesses, such as coal or coke, are transportad facilities by truck or rail. In
addition, the transportation costs associated thighdelivery of our wallboard products are a sigaifit portion of the variable cost of our
gypsum wallboard segment. Significant increasakercost of fuel or energy can result in matenatéases in the cost of transportation
which could materially and adversely affect ourmapieg profits. In addition, reductions in the dahility of certain modes of transportation
such as rail or trucking could limit our ability tieliver product and therefore materially and aselraffect our operating profits.

Thisreport includes various forward-looking statements, which are not facts or guarantees of future performance and which are
subject to significant risks and uncertainties.

This report and other materials we have filed df filé with the SEC, as well as information incledin oral statements or other written
statements made or to be made by us, contain orcorggin forward-looking statements within the nmiagrof Section 27A of the Securities
Act of 1933, Section 21E of the Exchange Act of488d the Private Securities Litigation Reform A£1995. You can identify these
statements by the fact that they do not relateatiars of a strictly factual or historical naturedlayenerally discuss or relate to forecasts,
estimates or other expectations regarding futueaisv Generally, the words “believe,” “expect,’ténd,” “estimate,” “anticipate,” “project,”
“may,” “can,” “could,” “might,” “will” and similar expressions identify forward-looking statements|uding statements related to expected
operating and performing results, planned transastiplans and objectives of management, futureldpinents or conditions in the
industries in which we participate, including fugrices for our products, audits and legal proicegsdo which we are a party and other

trends, developments and uncertainties that magtafiur business in the future.

Forward-looking statements are not historical factguarantees of future performance but instepesent only our beliefs at the time
the statements were made regarding future evehishvare subject to significant risks, uncertamit@nd other factors, many of which are
outside of our control. Any or all of the forwaroeking statements made by us may turn out to benma#ly inaccurate. This can occur as a
result of incorrect assumptions, changes in faatscrcumstances or the effects of known risksamekrtainties. Many of the risks and
uncertainties mentioned in this report or otheorepfiled by us with the SEC, including those dssed in the risk factor section of this
report, will be important in determining whetheesle forwardeoking statements prove to be accurate. Conselgu@either our stockholde
nor any other person should place undue reliancauoffiorward-looking statements and should recagttiat actual results may differ
materially from those that may be anticipated hy us

All forward-looking statements made in this repane made as of the date hereof, and the risk thaalaresults will differ materially
from expectations expressed in this report wiltéase with the passage of time. We undertake rigatioin, and disclaim any duty, to
publicly update or revise any forward-looking staémts, whether as a result of new information,rievents, changes in our expectations or
otherwise.
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Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds

The disclosure required under this Item is inclusieldem 2. of this Quarterly Report on Form 10-@lar the heading “Cash Used for
Share Repurchase” and is incorporated herein leyaete.

ltem 6. Exhibits

12.1* Computation of Ratio of Earnings to Fixed Char

31.1* Certification of the Chief Executive Officer of HagVaterials Inc. pursuant to Rules 13a-14 and 14d-
promulgated under the Securities Exchange Act 8418s amende

31.2* Certification of the Chief Financial Officer of HagMaterials Inc. pursuant to Rules 13a-14 and 14d-
promulgated under the Securities Exchange Act 8418s amende

32.1* Certification of the Chief Executive Officer of HagMaterials Inc. pursuant to 18 U.S.C. Section(] 25
adopted pursuant to Section 906 of the Sart-Oxley Act of 2002

32.2* Certification of the Chief Financial Officer of HagMaterials Inc. pursuant to 18 U.S.C. Section(, 25
adopted pursuant to Section 906 of the Sart-Oxley Act 0of2002.

* Filed herewith
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

EAGLE MATERIALS INC.
Registran

February 8, 2010 /sl STEVEN R. ROWLEY
Steven R. Rowle
President and Chief Executive Offic
(principal executive officer

February 8, 2010 /s D. CRAIG KESLEF
D. Craig Kesle
Executive Vice Presider Finance ant
Administration and Chief Financial Offic:
(principal financial officer’

February 8, 2010 /sl WILLIAM R. DEVLIN
William R. Devlin
Senior Vice Presidel- Controller anc
Chief Accounting Office
(principal accounting officer
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Exhibit 12.1

Computation of Ratio of Earnings to Fixed Charges

Nine Months
Ended
December 31 Fiscal Year Ended March 31,
2009 2009 2008 2007 2006 2005
Earnings®:
Earnings before income tax 40,15( 62,18: 144,38: 304,28t 241,06t 158,08¢
Add: Fixed charge 17,35¢ 29,79 27,12] 11,73¢ 8,29( 3,32¢
Add: Cash distributions from equity method investis 24,00( 33,00( 37,75( 29,00( 27,25( 30,91"
Subtract: Income from equity method investme (18,276 (32,426) (33,987 (32,76%) (26,91) (26,92)
Total Earnings 63,23: 92,54¢ 175,27¢ 312,26. 249,68¢ 165,41:
Fixed Charge®:
Interest expens 14,18: 24,43: 20,53( 11,70¢ 8,29( 3,32¢
Interest component of rent expel 211 281 33€ 341 38t 461
Total Fixed Charge 14,39: 24,71« 20,86¢ 12,05( 8,67 3,781

Ratio of Earnings to Fixed Charges 5.4x 4.7x 9.4x 26.9» 29.8» 447>

@ Earnings represent earnings before income taxebefiode income from equity method investments plajsfixed charges; and (b) cash

distributions from equity method investmer
Fixed charges include: (a) interest expense, whetkgensed or capitalized, less interest accruedrfoertain tax positions; and (b) the
portion of operating rental expense which managéielieves is representative of the interest corepbof rent expens
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Exhibit 31.1
Certification of Periodic Report Pursuant to Sectim 302 of the Sarbanes-Oxley Act of 2002
I, Steven R. Rowley, certify that:
1. I have reviewed this report on Form 10-Q of Edghterials Inc.;

2. Based on my knowledge, this report does notadoriny untrue statement of a material fact or dméttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant’s other certifying officer andrk responsible for establishing and maintainisgldsure controls and procedures [as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)]iatetnal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoites designed under our supervision,
to ensure that material information relating to thgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

b) Designed such internal control over financigloting, or caused such internal control over fiahreporting to be designed under our
supervision, to provide reasonable assurance reggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentiisineport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

d) Disclosed in this report any change in the tegig’s internal control over financial reportiftgat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant’s internal comeger financial reporting; and

5. The registrant’s other certifying officer(s) antave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal coravelr financial reporting which are
reasonably likely to adversely affect the regigfeaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that invawaanagement or other employees who have a sigmifiole in the registrant’s internal
control over financial reporting.

Dated: February 8, 2010

By: /s/ STEVEN R. ROWLEY
Steven R. Rowle
President and Chief Executive Offic




Exhibit 31.2
Certification of Periodic Report Pursuant to Sectim 302 of the Sarbanes-Oxley Act of 2002
I, D. Craig Kesler, certify that:
1. I have reviewed this report on Form 10-Q of Edghterials Inc.;

2. Based on my knowledge, this report does notadoriny untrue statement of a material fact or dméttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant’s other certifying officer andrk responsible for establishing and maintainisgldsure controls and procedures [as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)]iatetnal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoites designed under our supervision,
to ensure that material information relating to thgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

b) Designed such internal control over financigloting, or caused such internal control over fiahreporting to be designed under our
supervision, to provide reasonable assurance reggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentiisineport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

d) Disclosed in this report any change in the tegig’s internal control over financial reportiftgat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant’s internal comeger financial reporting; and

5. The registrant’s other certifying officer(s) antave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal coravelr financial reporting which are
reasonably likely to adversely affect the regigfeaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that invawaanagement or other employees who have a sigmifiole in the registrant’s internal
control over financial reporting.

Dated: February 8, 2010

By: /s/ D. CRAIG KESLEF
D. Craig Keslel
Chief Financial Office
(Principal Financial Officer




Exhibit 32.1
Certification of Periodic Report Pursuant to Sectim 906 of the Sarbanes-Oxley Act of 2002

In connection with the Quarterly Report of Eagletétaals Inc. and subsidiaries (the “Company”) omrfrd.0-Q for the period ended
December 31, 2009 as filed with the Securitiesxchange Commission on the date hereof (the “REparSteven R. Rowley, President
and Chief Executive Officer of the Company, certjursuant to 18 U.S.C. section 1350, as adopteslipat to section 906 of the Sarbanes-
Oxley Act of 2002, that, to the best of my knowledg

(i) the Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeoh1934; anc

(i) the information contained in the Report faigyesents, in all material respects, the finaraaldition and results of operations of
the Company

Dated: February 8, 2010

By: /sl STEVEN R. ROWLEY
Steven R. Rowle
President and Chief Executive Offic




Exhibit 32.2
Certification of Periodic Report Pursuant to Sectim 906 of the Sarbanes-Oxley Act of 2002

In connection with the Quarterly Report of Eagletétaals Inc. and subsidiaries (the “Company”) omrfrd.0-Q for the period ended
December 31, 2009 as filed with the SecuritiesExehange Commission on the date hereof (the “R8parD. Craig Kesler, Chief
Financial Officer of the Company, certify, pursugmtl8 U.S.C. section 1350, as adopted pursuasgdtion 906 of the Sarban@sdey Act of
2002, that, to the best of my knowledge:

(i) the Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeoh1934; anc
(i) the information contained in the Report faigyesents, in all material respects, the finaraaldition and results of operations of
the Company

Dated: February 8, 2010

By: /s/ D. CRAIG KESLEFK
D. Craig Keslel
Chief Financial Office
(Principal Financial Officer




