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x

As of August 5, 2010 the registrant had 108,062,315 Common Shares outstanding.
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PART I - FINANCIAL INFORMATION

Item 1. Financial Statements

ALTAIR NANOTECHNOLOGIES INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(Expressed in thousands of United States Dollars, except shares and per share amounts)
(Unaudited)

June 30, December 31,
2010 2009

ASSETS
Current assets
Cash and cash equivalents $ 8,244 $ 18,122
Investment in available for sale
securities 446 505
Accounts receivable, net 2,631 683
Product inventories 6,347 5,043
Prepaid expenses and other current
assets 1,516 1,820
Total current assets 19,184 26,173

Investment in available for sale
securities 2,558 2,587

Property, plant and equipment, net
held and used 10,314 8,670

Property, plant and equipment, net
held and not used - 2,211

Patents, net 464 551

Other assets 125 125

Total Assets $ 32,645 $ 40,317

LIABILITIES AND
STOCKHOLDERS' EQUITY

Current liabilities
Trade accounts payable $ 3,050 $ 1,783
Accrued salaries and benefits 1,364 625
Accrued warranty 79 79
Accrued liabilities 385 447
Deferred revenues 1,814 311
Current portion of long-term debt 16 810
Total current liabilities 6,708 4,055
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Long-term debt, less current portion 30 37

Stockholders' equity
Common stock, no par value,
unlimited shares authorized;
107,973,051 and 105,400,728 shares
issued and outstanding at June 30,
2010 and December 31, 2009,
respectively 189,225 188,515
Additional paid in capital 11,526 10,933
Accumulated deficit (173,196 ) (162,204 )
Accumulated other comprehensive
loss (1,648 ) (1,560 )
Total Altair Nanotechnologies, Inc.’s
stockholders’ equity 25,907 35,684

Noncontrolling interest in Subsidiary - 541
Total stockholders’ equity 25,907 36,225

Total Liabilities and Stockholders'
Equity $ 32,645 $ 40,317

See notes to the unaudited condensed
consolidated financial statements.
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ALTAIR NANOTECHNOLOGIES INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Expressed in thousands of United States Dollars, except share and per share
amounts)

(Unaudited)

Three Months Ended Six Months Ended
June 30, June 30,

2010 2009 2010 2009
Revenues
Product sales $57 $62 $132 $253
Less sales returns - (183 ) - (183 )
Commercial collaborations 26 67 320 766
Contracts and grants 1,417 51 2,240 63
Total net revenues 1,500 (3 ) 2,692 899
Cost of Goods Sold
Product 7 163 60 348
Commercial collaborations 12 71 190 300
Contracts and grants 984 16 1,595 38
Warranty and inventory reserves 75 - 128 -
            Total cost of goods sold 1,078 250 1,973 686
Gross profit (loss) 422 (253 ) 719 213

Operating expenses
Research and development 1,715 2,400 4,155 5,443
Sales and marketing 1,146 622 2,330 1,223
General and administrative 2,181 2,537 4,466 5,097
Depreciation and amortization 451 673 927 1,407
Total operating expenses 5,493 6,232 11,878 13,170
Loss from operations (5,071 ) (6,485 ) (11,159 ) (12,957 )
Other income (expense)
Interest expense (3 ) (13 ) (10 ) (31 )
Interest income 27 48 52 119
Realized loss on investment - - - (18 )
Gain (loss) on foreign exchange 2 2 1 (2 )
Total other income, net 26 37 43 68

Loss from continuing operations (5,045 ) (6,448 ) (11,116 ) (12,889 )
Gain from discontinued operations 124 - 124 -

Net loss (4,921 ) (6,448 ) (10,992 ) (12,889 )
Less:  Net (gain) loss attributable to
non-controlling interest (4 ) 55 - 111
Net loss attributable to Altair Nanotechnologies,
Inc. $(4,925 ) $(6,393 ) $(10,992 ) $(12,778 )

Amounts attributable to Altair Nanotechnologies,
Inc. shareholders:
Loss from continuing operations $(5,049 ) $(6,393 ) $(11,116 ) $(12,778 )
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Gain from discontinued operations 124 - 124 -
Net loss $(4,925 ) $(6,393 ) $(10,992 ) $(12,778 )

Earnings per share attributable to Altair
Nanotechnologies, Inc.
Loss from continuing operations - basic and
diluted $(0.05 ) $(0.07 ) $(0.10 ) $(0.13 )
Gain from discontinued operations - basic and
diluted - - - -
Net loss (0.05 ) (0.07 ) (0.10 ) (0.13 )

Weighted average shares - basic and diluted 105,255,482 97,358,071 105,175,304 95,182,687

See notes to the unaudited condensed consolidated financial statements.
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ALTAIR NANOTECHNOLOGIES INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY AND

COMPREHENSIVE LOSS
(Expressed in thousands of United States Dollars, except shares and per share amounts)

(Unaudited)

Altair Nanotechnologies, Inc. Shareholders

Noncontrolling
Interest in
Subsidiary

Accumulated Accumulated
Other Other

Additional Compre- InterestCompre-
Common Stock Paid In Accumulated hensive In hensive

Shares Amount Capital Deficit Loss Subtotal SubsidiaryLossSubtotal Total

Balance, April 1,
2009 93,153,271 $180,127 $5,614 $(147,277) $(1,755) $36,709 $1,042 $- $1,042 $37,751
Comprehensive loss:
Net loss - - - (6,393 ) - (6,393 ) (55 ) - (55 ) (6,448 )
Other
comprehensive gain 1,560 1,560 1,560
Comprehensive loss: (4,833 ) (55 ) (4,888 )
Share-based
compensation - 121 241 - - 363 - - - 363
Issuance of
restricted stock 372,115 - - - - - - - - -
Issuance of
Common Stock, net
of 1,220,735
issuance costs and
4,623,640 warrant
fair market value
costs 11,994,469 8,189 4,624 - - 12,812 - - - 12,812
Balance, June 30,
2009 105,519,855 $188,437 $10,479 $(153,670) $(195 ) $45,051 $987 $- $987 $46,038

Altair Nanotechnologies, Inc. Shareholders

Noncontrolling
Interest in
Subsidiary

Accumulated Accumulated
Other Other

Additional Compre- InterestCompre-
Common Stock Paid In Accumulated hensive In hensive

Shares Amount Capital Deficit Loss Subtotal SubsidiaryLossSubtotal Total

Balance, April 1,
2010 105,400,728 $188,577 $11,325 $(168,271) $

(
1,682 ) $29,949 $537 $- $537 $30,486
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Comprehensive loss:
Investment from
non-controlling
interest - - - - - - (541 ) - (541 ) (541 )
Net loss - - - (4,925 ) - (4,925 ) 4 - 4 (4,921 )
Other
comprehensive loss 34 34 34
Comprehensive loss: (4,891 ) - (4,887 )
Share-based
compensation - 67 201 - - 268 - - - 268
Issuance of
restricted stock 710,976
At the Market Raise 1,861,347 581 - - - 581 - - - 581
Balance, June 30,
2010 107,973,051 $189,225 $11,526 $(173,196) $(1,648) $25,907 $- $- $- $

25,
907

See notes to the unaudited condensed consolidated financial statements.
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ALTAIR NANOTECHNOLOGIES INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY AND

COMPREHENSIVE LOSS
(Expressed in thousands of United States Dollars, except shares and per share amounts)

(Unaudited)

Altair Nanotechnologies, Inc. Shareholders

Noncontrolling
Interest in
Subsidiary

Accumulated Accumulated
Other Other

Additional Compre- InterestCompre-
Common Stock Paid In Accumulated hensive In hensive

Shares Amount Capital Deficit Loss Subtotal SubsidiaryLossSubtotal Total

Balance, January 1,
2009 93,143,271 $180,105 $5,378 $(140,892) $(1,873) $42,718 $1,098 $- $1,098 $43,816
Comprehensive loss:
Net loss - - - (12,778 ) - (12,778) (111 ) - (111 ) (12,889)
Other
comprehensive   gain 1,678 1,678 1,678
Comprehensive loss: (11,101) (111 ) (11,211)
Share-based
compensation - 143 478 - - 621 - - - 621
Issuance of restricted
stock 382,115 - - - - - - - - -
Issuance of Common
Stock, net of
1,220,735 issuance
costs and 4,623,640
warrant fair value
market costs 11,994,469 8,189 4,623 -- - 12,812 - - - 12,812
Balance, June 30,
2009 105,519,855 $188,437 $10,479 $(153,670) $(195 ) $45,051 $987 $- $987 $46,038

Altair Nanotechnologies, Inc. Shareholders

Noncontrolling
Interest in
Subsidiary

Accumulated Accumulated
Other Other

Additional Compre- InterestCompre-
Common Stock Paid In Accumulated hensive In hensive

Shares Amount Capital Deficit Loss Subtotal SubsidiaryLossSubtotal Total

Balance, January 1,
2010 105,400,728 $188,515 $10,933 $(162,204) $

(
1,560 ) $35,684 $541 $- $541 $36,225

(541 ) (541 ) (541 )
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Investment from
non-controlling
interest
Comprehensive loss:
Net loss - - - (10,992 ) - (10,992) - - - (10,992)
Other comprehensive
loss (88 ) (88 ) (88 )
Comprehensive loss: (11,080) - (11,080)
Share-based
compensation - 129 593 - - 722 - - - 722
Issuance of restricted
stock 710,976
At the Market Raise 1,861,347 581 - - - 581 - - - 581
Balance, June 30,
2010 107,973,051 $189,225 $11,526 $(173,196) $(1,648) $25,907 $- $- $- $25,907

See notes to the unaudited condensed consolidated financial statements.
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ALTAIR NANOTECHNOLOGIES INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Expressed in thousands of United States Dollars)
(Unaudited)

Six Months Ended
June 30,

2010 2009
Cash flows from operating
activities:
Net loss $ (10,992 ) $ (12,889 )
Adjustments to reconcile net loss
to net cash
used in operating activities:
Depreciation and amortization 940 1,407
Gain on discontinued operations (124 ) -
Share-based compensation 723 621
Loss on disposal of fixed assets 27 10
        Impairment of patents 47 -
Changes in operating assets and
liabilities:
Restricted cash 1 (1 )
Accounts receivable, net (1,948 ) 741
Product inventories (1,208 ) (526 )
Prepaid expenses and other
current assets 304 (1,141 )
Other assets - 34
Trade accounts payable 1,207 437
Accrued salaries and benefits 739 640
Deferred revenues 1,503 -
Accrued liabilities (62 ) (410 )

Net cash used in operating
activities (8,843 ) (11,077 )

Cash flows from investing
activities:
Proceeds from disposition of
assets 7 -
Purchase of property and
equipment (820 ) (475 )

Net cash used in investing
activities (813 ) (475 )

(continued)
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ALTAIR NANOTECHNOLOGIES INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Expressed in thousands of United States Dollars)
(Unaudited)

Six Months Ended
June 30,

2010 2009
Cash flows from financing
activities:
Issuance of common stock
shares, net of issuance costs 581 12,812
Payment of notes payable (794 ) (706 )
Proceeds from long-term debt - 58
Repayment of long-term debt (8 ) (7 )

Net cash (used in) provided by
financing activities (221 ) 12,157

Net (decrease) increase in cash
and cash equivalents (9,878 ) 605

Cash and cash equivalents,
beginning of period 18,122 28,088

Cash and cash equivalents, end
of period $ 8,244 $ 28,693

Supplemental disclosures:
Cash paid for interest $ 44 $ 87

Cash paid for income taxes None None

Supplemental schedule of non-cash investing and financing activities:
For the six months ended June 30,
2010:
- We had an unrealized loss on available for sale securities of $88,566.
- We issued 710,976 shares of restricted stock to directors having a fair value of
approximately $319,939 for which no cash will be received.
- We made property and equipment purchases of $59,832 which are included in
trade accounts payable at June 30, 2010.

For the six months ended June 30, 2009:
- We had an unrealized gain on available for sale securities of $1,677,738.
- We issued 382,115 shares of restricted stock to directors having a fair value of
approximately $396,657 for which no cash will be received.
- We made property and equipment purchases of $108,595 which are included in
trade accounts payable at June 30, 2009.
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See notes to the unaudited condensed consolidated financial statements.
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ALTAIR NANOTECHNOLOGIES INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED)

Note 1.  Basis of Preparation of Consolidated Financial Statements

These unaudited interim condensed consolidated financial statements of Altair Nanotechnologies Inc. and its
subsidiaries (collectively, “Altair” “we” or the “Company”) have been prepared in accordance with the rules and regulations
of the United States Securities and Exchange Commission (the “Commission”).  Such rules and regulations allow the
omission of certain information and footnote disclosures normally included in financial statements prepared in
accordance with accounting principles generally accepted in the United States of America, so long as the statements
are not misleading.  In the opinion of Company management, these consolidated financial statements and
accompanying notes contain all adjustments (consisting of only normal recurring items) necessary to present fairly the
financial position and results of operations for the periods shown.  These unaudited interim condensed consolidated
financial statements should be read in conjunction with the audited consolidated financial statements and notes thereto
contained in our Annual Report on Form 10-K for the year ended December 31, 2009, as filed with the Commission
on March 12, 2010.

The results of operations for the three- and six-month periods ended June 30, 2010 are not necessarily indicative of the
results to be expected for the full year.

Note 2.  Summary of Significant Accounting Policies

Cash and Cash Equivalents - Cash and cash equivalents consist principally of bank deposits and institutional money
market funds.  Short-term investments that are highly liquid have insignificant interest rate risk and original maturities
of 90 days or less are classified as cash and cash equivalents.  Investments that do not meet the definition of cash
equivalents are classified as held-to-maturity or available-for-sale.

Our cash balances are maintained in bank accounts that are insured by the Federal Deposit Insurance Corporation
(“FDIC”) and Canada Deposit Insurance Corporation (“CDIC”) up to a maximum of US $250,000 and CN $100,000,
respectively, per depositor.  At June 30, 2010 and December 31, 2009 we had $1.3 million and $1.2 million,
respectively, in excess of insurance limits in bank accounts insured by the FDIC or CDIC.

Investment in Available for Sale Securities - The investment in short-term available for sale securities consists of
113,809 Shares of Spectrum Pharmaceuticals, Inc. common stock valued at $446,000 and $505,000 at June 30, 2010
and December 31, 2009, respectively.  This stock was received in exchange for ownership assignment of all patent
rights associated with RenazorbTM and RenalanTM compounds to Spectrum.  Spectrum must also pay us future
milestone and royalty payments as they develop revenues for these compounds.

Accounts Receivable — Accounts receivable consists of amounts due from customers for services and product sales, net
of an allowance for losses.  We determine the allowance for doubtful accounts by reviewing each customer account
and specifically identifying any potential for loss.

The allowance for doubtful accounts is as follows:

In thousands of dollars
Beginning Balance, January
1, 2010 $ 161

-
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Additions charged to costs
and expenses
Net deductions (write-offs,
net of collections) -
Ending Balance, June 30,
2010 $ 161

Accumulated Other Comprehensive Loss – Accumulated other comprehensive loss consists entirely of unrealized loss
on the investment in available for sale securities.

8
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Long-Lived Assets - We evaluate the carrying value of long-lived assets whenever events or changes in business
circumstances indicate that the carrying value of the assets may not be recoverable.  The carrying value of a long-lived
asset is considered impaired when the total projected undiscounted cash flows expected to be generated by the asset
are less than the carrying value.  Our estimate of the cash flows is based on the information available at the time
including the following:  internal budgets; sales forecasts; customer trends; anticipated production volumes; and
market conditions over an estimate of the remaining useful life of the asset which may range from 3 to 10 years for
most equipment and up to 22 years for our building and related building improvements.  If an impairment is indicated,
the asset value is written down to its fair value based upon market prices, or if not available, upon discounted cash
flow value, at an appropriate discount determined by us to be commensurate with the risk inherent in the business
model.  The determination of both undiscounted and discounted cash flows requires us to make significant estimates
and consider the expected course of action at the balance sheet date.  Our assumptions about future sales and
production volumes require significant judgment because actual sales prices and volumes have fluctuated significantly
in the past and are expected to continue to do so.  Until the Company’s products reach commercialization, the demand
for our products is difficult to estimate.  Subsequent changes in estimated undiscounted and discounted cash flows
arising from changes in anticipated actions could impact the determination of whether an impairment exists, the
amount of the impairment charge recorded and whether the effects could materially impact our consolidated financial
statements.  Events or circumstances that could indicate the existence of a possible impairment include obsolescence
of the technology, an absence of market demand for the product or the assets used to produce it, a history of operating
or cash flow losses and/or the partial or complete lapse of technology rights protection.

As of June 30, 2010, we estimate that our future cash flows, on an undiscounted basis, are greater than our $10.8
million investment in long-lived assets.  Our estimated future cash flows include anticipated product sales,
commercial collaborations, and contracts and grant revenue, since our long-lived asset base, which is primarily
composed of production, laboratory and testing equipment is utilized to fulfill contracts in all revenue categories.

We reviewed our four capitalized patents and determined that three of these patents had value in excess of their net
book value of $483,000.  AlSher currently has an exclusive license to use this technology from Altair.  The fourth
patent no longer had value, thus an impairment charge of $47,000 was recorded in the quarter ended March 31, 2010.

Based on our assessment, which represents no change from the prior year in our approach to valuing long-lived assets,
after recording the impairment described above, we believe that our long-lived assets are not impaired.

Property Plant and Equipment, net – held and not used - This balance sheet classification included assets being
redeployed from our Life Sciences and Performance Materials Divisions, into our Power and Energy Group.  During
the quarter ending June 30, 2010 these assets were either redeployed into our Power and Energy Group or transferred
to Sherwin Williams through our transfer of AlSher Titania, LLC on April 30, 2010.

Deferred Income Taxes - We use the asset and liability approach for financial accounting and reporting for income
taxes.  Deferred income taxes are provided for temporary differences on the basis of assets and liabilities as reported
for financial statement purposes and income tax purposes. We have recorded a valuation allowance against all net
deferred tax assets.  The valuation allowance reduces deferred tax assets to an amount that represents management’s
best estimate of the amount of such deferred tax assets that more likely than not will be realized.

Revenue Recognition - We recognize revenue when persuasive evidence of an arrangement exists, delivery has
occurred or service has been performed, the fee is fixed and determinable, and collectability is probable.  Our
revenues were derived from product sales, commercial collaborations and contracts and grants. Revenue from product
sales is recognized upon delivery of the product, unless specific contractual terms dictate otherwise.  Based on the
specific terms and conditions of each contract/grant, revenues are recognized on a time and materials basis, a
percentage of completion basis and/or a completed contract basis.  Revenue under contracts based on time and
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materials is recognized at contractually billable rates as labor hours and expenses are incurred.  Revenue under
contracts based on a fixed fee arrangement is recognized based on various performance measures, such as stipulated
milestones.  As these milestones are achieved, revenue is recognized.  From time to time, facts develop that may
require us to revise our estimated total costs or revenues expected.  The cumulative effect of revised estimates is
recorded in the period in which the facts requiring revisions become known.  The full amount of anticipated losses on
any type of contract is recognized in the period in which it becomes known.  Payments received in advance relating to
the future performance of services or deliveries of products are deferred until the performance of the service is
complete or the product is shipped.  Upfront payments received in connection with certain rights granted in
contractual arrangements are deferred and revenue is recognized over the related time period which the benefits are
received.  Based on specific customer bill and hold agreements, revenue is recognized when the inventory is shipped
to a third party storage warehouse, the inventory is segregated and marked as sold, the customer takes the full rights of
ownership and title to the inventory upon shipment to the warehouse per the bill and hold agreement.  When contract
terms include multiple components that are considered separate units of accounting, the revenue is attributed to each
component and revenue recognition may occur at different points in time for product shipment, installation, and
service contracts based on substantial completion of the earnings process.

9
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Accrued Warranty - We provide a limited warranty for battery packs and energy storage systems.  A liability is
recorded for estimated warranty obligations at the date products are sold.  Since these are new products, the estimated
cost of warranty coverage is based on cell and module life cycle testing and compared for reasonableness to warranty
rates on competing battery products.  As sufficient actual historical data is collected on the new product, the estimated
cost of warranty coverage will be adjusted accordingly.  The liability for estimated warranty obligations may also be
adjusted based on specific warranty issues identified.  The balance of our accrued warranty as of June 30, 2010 and
December 31, 2009, was $79,000 and $79,000, respectively.

Overhead Allocation - Facilities overhead, which is comprised primarily of occupancy and related expenses, are
initially recorded in general and administrative expenses and then allocated to research and development and product
inventories based on relative labor costs.

Noncontrolling Interest – In April 2007, Sherwin-Williams entered into an agreement with us to form AlSher Titania
LLC, a Delaware limited liability company (“AlSher”).  AlSher is a joint venture combining certain technologies of ours
and Sherwin-Williams in order to develop and produce titanium dioxide pigment for use in paint and coatings and
nano titanium dioxide materials for use in a variety of applications, including those related to removing contaminants
from air and water.  Pursuant to a Contribution Agreement dated April 24, 2007 among Sherwin-Williams, AlSher,
and us, we contributed to AlSher an exclusive license to use our technology (including our hydrochloride pigment
process) for the production of titanium dioxide pigment and other titanium containing materials (other than battery or
nanoelectrode materials) and certain pilot plant assets with a net book value of $3.1 million.  We received no
consideration for the license granted to AlSher other than our ownership interest in AlSher.  Sherwin-Williams
contributed to AlSher cash and a license agreement related to a technology for the manufacture of titanium dioxide
using the digestion of ilmenite in hydrochloric acid.  As a condition to enter into the second phase of the joint venture,
we agreed to complete the pigment pilot processing plant and related development activities by January 2008.  The
100 ton pigment pilot processing plant was commissioned in February 2008 and the costs associated with this effort
were partially reimbursed by AlSher.  AlSher is consolidated with our subsidiaries because we have a controlling
interest in AlSher and any inter-company transactions are eliminated (refer to Note 1 – Basis of Preparation of
Consolidated Financial Statements).  The noncontrolling shareholder’s interest in the net assets and net income or loss
of AlSher are reported as noncontrolling interest in subsidiary on the condensed consolidated balance sheet and as
noncontrolling interest share in the condensed consolidated statement of operations, respectively.

We sold our 70% interest in AlSher to Sherwin-Williams on April 30, 2010.  Please see Note 3 for further details.

Net Loss Per Common Share - Basic loss per share is computed using the weighted average number of common
shares outstanding during the period.  Diluted loss per share is computed using the weighted average number of
common and potentially dilutive shares outstanding during the period.  Potentially dilutive shares consist of the
incremental common shares issuable upon the exercise of stock options and warrants, as well as unvested restricted
stock.  Potentially dilutive shares are excluded from the computation if their effect is anti-dilutive.  We had a net loss
for all periods presented herein; therefore, none of the stock options and warrants outstanding during each of the
periods presented or unvested restricted stock were included in the computation of diluted loss per share as they were
anti-dilutive.

Recent Accounting Pronouncements —

Issued and not yet adopted:

In January 2010, the FASB revised two disclosure requirements concerning fair value measurements and clarified two
others.  It requires separate presentation of significant transfers into and out of Levels 1 and 2 of the fair value
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hierarchy and disclosure of the reasons for such transfers.  It will also require the presentation of purchases, sales,
issuances and settlements within Level 3 on a gross basis rather than a net basis.  The amendments also clarify that
disclosures should be disaggregated by class of asset or liability and that disclosures about inputs and valuation
techniques should be provided for both recurring and non-recurring fair value measurements.  Our disclosures about
fair value measurements are presented in Note 3 – Fair Value Measurements. We have adopted the changes required
except for the disclosures about purchases, sales, issuances, and settlements in the roll forward of activity in Level 3
fair value measurements which will become effective for the Company on January 1, 2011. Management has
determined that the adoption of these changes will not have a material impact on the Financial Statements.

10
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Issued and adopted:

In February 2010, the FASB issued an update to address certain implementation issues related to Accounting
Standards Codification, or ASC, 855-10-50, Subsequent Events—Disclosure, regarding an entity's requirement to
perform and disclose subsequent events procedures. Effective upon its issuance, the update exempts Securities and
Exchange Commission registrants from disclosing the date through which subsequent events have been evaluated.
This update affected disclosure only and had no impact on the Financial Statements.

Reclassifications - Certain reclassifications have been made to prior period amounts to conform to classifications
adopted in the current period.

Note 3.  Discontinued Operations

On April 30, 2010 we sold our 70% share in the AlSher Titania Joint Venture (AlSher) to
Sherwin-Williams.  Sherwin-Williams now owns 100% of AlSher.  All previous agreements with Sherwin-Williams
regarding the AlSher Joint Venture are superseded.

Under terms of the agreement, certain intellectual property relating to the Altairnano Hydrochloride Process (AHP),
along with certain other intellectual property owned by us, has been licensed to AlSher. We may receive future
payments from AlSher based upon future revenues generated from the AHP, or from royalty payments relating to the
licensed intellectual property.  The amount of future payments from AlSher to us is based on AlSher revenue.  All
payments are capped at $3,000,000. Payments to us and continuation of the intellectual property licenses are
conditional upon certain milestones being achieved and payments being made to us. AlSher also has an option to
purchase the licensed intellectual property for $2,000,000.

For the three and six months ended June 30, 2010, we recorded a gain of $124,000 on discontinued operations. The
$124,000 gain was comprised of $400,000 of costs related to asset disposal and $524,000 remaining equity in
noncontrolling interest.

Note 4.  Fair Value Measurements

Our financial instruments are accounted for at fair value on a recurring basis.  Fair value is determined based on the
exchange price that would be received for an asset or paid to transfer a liability (an exit price) in the principal or most
advantageous market for the asset or liability in an orderly transaction between market participants.  A market or
observable inputs is the preferred source of values, followed by assumptions based on hypothetical transactions in the
absence of market inputs.

The valuation techniques are based upon observable and unobservable inputs. Observable inputs reflect market data
obtained from independent sources, while unobservable inputs reflect our market assumptions. These two types of
inputs create the following fair value hierarchy:

Level 1 
-

Quoted prices for identical instruments in active markets.

Level 2 
-

Quoted prices for similar instruments in active markets; quoted prices for
identical or similar instruments in markets that are not active; and
model-derived valuations whose inputs are observable or whose significant
value drivers are observable.
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Level 3 
-

Significant inputs to the valuation model are unobservable.
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The following table summarizes the valuation of our assets recorded at fair value on a recurring basis at June 30,
2010:

In thousands of dollars
Assets at fair value : Total Level 1 Level 2 Level 3
Auction rate corporate notes $ 2,558 $ - $ - $ 2,558
Spectrum Pharmaceuticals, Inc. 446 446 - -
Investment in available for sale securities $ 3,004 $ 446 $ - $ 2,558

The following table summarizes the valuation of our assets recorded at fair value on a recurring basis at December 31,
2009:

In thousands of dollars
Assets at fair value: Total Level 1 Level 2 Level 3
Auction rate corporate notes $ 2,587 $ - $ - $ 2,587
Spectrum Pharmaceuticals, Inc. 505 505 - -
Investment in available for sale securities $ 3,092 $ 505 $ - $ 2,587

The Spectrum Pharmaceuticals shares listed above as of June 30, 2010 were acquired from Spectrum on August 4,
2009 when we entered into an amended agreement with Spectrum to license them the rights to RenalanTM and
RenaZorbTM.  A component of this agreement was the payment to us of an additional 113,809 shares of Spectrum
common stock. These shares are valued at market closing price as of June 30, 2010.

The activity relating to assets recorded at fair value on a recurring basis utilizing Level 3 inputs for the three months
ended June 30, 2010 and June 30, 2009 is summarized below:

In thousands of dollars

Fair Value Measurements Using
Significant Unobservable Inputs
(Level 3)

Auction rate
corporate

notes
2010

Auction rate
corporate

notes
2009

Beginning Balance, April 1 $ 2,448 $ 2,866
   Total gains or losses
(realized/unrealized):
      Included in other
comprehensive loss 112 144
   Other adjustments (2 ) 3
Ending Balance, June 30 $ 2,558 $ 3,013

The activity relating to assets recorded at fair value on a recurring basis utilizing Level 3 inputs for the six months
ended June 30, 2010 and June 30, 2009 is summarized below:

In thousands of dollars

Fair Value Measurements Using
Significant Unobservable Inputs
(Level 3)

Auction rate
corporate

notes
2010

Auction rate
corporate

notes
2009

Beginning Balance, January 1 $ 2,587 $ 2,816
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   Total gains or losses
(realized/unrealized):
      Included in other
comprehensive loss (29 ) 197
Ending Balance, June 30 $ 2,558 $ 3,013

12

Edgar Filing: ALTAIR NANOTECHNOLOGIES INC - Form 10-Q

24



Total unrealized loss for the six months ended June 30, 2010 was $(88,000) and total unrealized gain for the six
months ended June 30, 2009 was $197,000. These amounts were included in accumulated other comprehensive loss in
Stockholder’s Equity attributable to the change in cumulative unrealized gains (losses) relating to assets still held at the
reporting date.  No assets or liabilities are valued on a non-recurring basis at June 30, 2010 and 2009.

Financial instruments that trade in less liquid markets with limited pricing information generally include both
observable and unobservable inputs.  In instances where observable data is unavailable, we consider the assumptions
that market participants would use in valuing the asset.  Such investments are categorized in Level 3 as the inputs
generally are not observable.  Our evaluation included consultation with our investment advisors, and we valued these
securities using a risk-adjusted discount rate applied to the expected future cash flows.  The discount rate was
computed based on annual rates of return on securities with similar credit ratings trading in an active market.  As a
result, the market value of these securities decreased by $29,000, remaining flat at $2.6 million at December 31, 2009
and June 30, 2010.

Note 5. Investment in Available for Sale Securities

Investment in available for sale securities includes auction rate corporate notes (long-term) and investments in
common stock (short-term) as discussed below.

The auction rate corporate notes are long-term instruments with maturity in 2017.  Through the third quarter of 2007,
the interest was settled and the rate reset every 7 to 28 days and historically these investments were classified as
short-term investments.  However, in the fourth quarter of 2007 due to a reduction in the liquidity of the auction rate
market, sell orders exceed bid orders in that market, and the interest rate relating to these investments was reset to a
contractual rate of London Interbank Offering Rate plus 50 basis points.  The auction rate markets have not yet
recovered.  As such, we evaluated these investments at June 30, 2010 to determine if they were other than temporarily
impaired.  Our evaluation included consultation with our investment advisors, assessment of the strength of the
financial institution paying the interest on these investments, credit ratings of the underlying collateral and a
probability-weighted discounted cash flow analysis.  Based on this analysis, we estimate that at June 30, 2010 the fair
value was $2.6 million, representing a cumulative unrealized holding loss of approximately $1.3 million.  Based on
our evaluation and our ability and intent to hold these investments for a reasonable period of time sufficient for an
expected recovery of fair value, we do not consider these investments to be other than temporarily impaired at June
30, 2010.

On August 4, 2009 we entered into an amended agreement with Spectrum where we assigned all patent rights
associated with RenalanTM and RenaZorbTM.  As part of this Agreement, we received 113,809 unregistered and
restricted shares of Spectrum common stock.  On receipt these shares were recorded at their market value of $750,000
as measured by their closing price on the National Association of Securities Dealers Automated Quotations
(NASDAQ) Capital Market as of July 1, 2009.   This investment had a market value of $446,000 as of June 30, 2010.

Note 6.  Product Inventories

Product inventories consist of the following:

In thousands of dollars
June 30,

2010
December 31,

2009

Raw materials $ 2,878 $ 3,832
    Work in process 2,145 1,038
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    Finished goods 1,324 173
Total product inventories $ 6,347 $ 5,043

As products reach the commercialization stage, the related inventory is recorded.  The costs associated with products
undergoing research and development are expensed as incurred.  As of June 30, 2010 and December 31, 2009,
inventory consisted primarily of nano-structured lithium titanate spinel, battery cells and battery modules in various
stages of the manufacturing process.
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Note 7.  Prepaid Expenses and Other Current Assets

Prepaid expenses and other current assets consist of the following:

In thousands of dollars
June 30,

2010
December 31,

2009

Prepaid inventory purchases $ 964 $ 802
Prepaid insurance 44 301
Deposits 340 340
Other prepaid expenses and current
assets 168 377
Total prepaid expenses and other
current assets $ 1,516 $ 1,820

Our prepaid inventory purchases are associated with unfulfilled purchase orders of $1.6 million.  Other prepaid
expenses and current assets consist primarily of prepaid property taxes, service contracts, marketing expenses and
rent.

Note 8.  Patents

Our patents are associated with the nanomaterials and titanium dioxide pigment technology.  We are amortizing these
assets on a straight-line basis over their useful lives.  The amortized patents’ balances as of June 30, 2010 and
December 31, 2009 were:

In thousands of dollars
June 30,

2010
December 31,

2009
Patents and patent applications $ 1,366 $ 1,518
Less accumulated amortization (902 ) (967 )
Total patents and patent
applications $ 464 $ 551

The weighted average amortization period for patents is approximately 16.7 years.  Amortization expense, which
represents the amortization relating to the identified amortizable patents, for the six months ended June 30, 2010 and
June 30, 2009, was $40,000 and $42,000, respectively.  For each of the next five years, amortization expense relating
to patents is expected to be approximately $76,000 per year.

In the first quarter, we reviewed our four capitalized patents and determined that three of these patents had value in
excess of their net book value of $483,000.  AlSher currently has an exclusive license to use this technology from
Altair.  In the first quarter, we determined that the fourth patent no longer had value.  The fourth patent had an original
cost of $152,000, accumulated depreciation of $105,000 and a net value of $47,000.  Accordingly, an impairment
charge of $47,000 was recorded, and is reflected for the six months ended June 30, 2010.

Note 9.  Note Payable and Capital Leases

The current and long-term amounts of the notes payable and capital leases are as follows:
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In thousands of dollars
June 30,

 2010
December 31,

2009
Note payable to BHP Minerals
International, Inc. - $ 600
Note payable to AICCO, Inc. - 194
Capital leases $ 46 53
Subtotal 46 847
Less current portion (16 ) (810 )
Long-term portion of notes payable
and capital leases $ 30 $ 37

On August 8, 2002, we entered into a purchase and sale agreement with BHP Minerals International, Inc. (“BHP”),
wherein we purchased the land, building and fixtures in Reno, Nevada where our titanium processing assets are
located. In connection with this transaction, BHP also agreed to terminate our obligation to pay royalties associated
with the sale or use of the titanium processing technology. In return, we issued to BHP a note in the amount of $3.0
million, at an interest rate of 7%, secured by the property we acquired.  The final payment of $600,000 plus accrued
interest was paid on January 27, 2010.

14
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On August 6, 2009, we entered into a financing arrangement with AICCO, Inc, our insurance provider to finance the
annual cost of our insurance over ten months.  We issued a note to AICCO in the amount of $387,000, at an interest
rate of 5.2% per annum.

Note 10.  Stock-Based Compensation

We have a stock incentive plan, administered by the Board of Directors, which provides for the granting of options
and restricted shares to employees, officers, directors and other service providers.

The total compensation cost charged in connection with the stock incentive plan was $933,000 and $1.0 million for
the six-months ended June 30, 2010 and 2009, respectively.  During the six-months ended June 30, 2010, 673,045
options vested at a weighted average price of $2.12.  During the six-months ended June 30, 2009, 640,815 options
vested at a weighted average price of $3.02. There were no stock option and warrant exercises during the six months
ended June 30, 2010 and 2009.

Compensation expense of $933,000 was recognized for the six-months ended June 30, 2010.  This expense consisted
of $210,000 related to the stock grant awards accrual of the “2010 Annual Incentive Bonus Plan” which is accrued to
liabilities, as well as amortized expense of stock options of $594,000 and restricted stock of $129,000, the offset of
which is additional paid in capital of stockholders’ equity.  For the six-months ended June 30, 2009, compensation
expense of $1.0 million consisted of $401,000 related to the stock grant awards accrual of the “2009 Annual Incentive
Bonus Plan”, amortized stock options of $478,000 and restricted stock expense of $143,000.

Stock Options

The total number of shares authorized for issuance under our 2005 stock incentive plan is 9.0 million shares.  Prior
stock option plans, which are now terminated, authorized a total of 6.6 million shares, of which options for 5,745,500
were granted and options for 181,500 are outstanding and unexercised at June 30, 2010.  The total number of options
relating to the 2005 stock incentive plan that are outstanding and unexercised at June 30, 2010 is 5,963,569.

Total options granted for the six-month periods ended June 30, 2010 and 2009 were 1,568,250 and 1,437,000,
respectively.  The weighted average grant date per share fair value of options granted during the six months ended
June 30, 2010 and June 30, 2009 was $1.02 and $1.18, respectively.

As of June 30, 2010, there was $1.2 million of total unrecognized compensation cost related to non-vested options
granted under the plans.  That cost is expected to be recognized over a weighted average period of 1 year as of June
30, 2010.

Restricted Stock

During the six-months ended June 30, 2010, the Board of Directors granted 710,976 shares of restricted stock under
the plan with a weighted average fair value of $0.45 per share. During the six-months ended June 30, 2009, the Board
of Directors granted 382,115 shares of restricted stock under the plan with a weighted average fair value of $1.04 per
share.  

As of June 30, 2010 we had $381,774 of total unrecognized compensation expense related to restricted stock which
will be recognized over a weighted average of  1.4 years.

Warrants
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For the six-months ended June 30, 2010, no new warrants were issued.  Outstanding warrants as of June 30, 2010
were 7,028,440.  All warrants are fully vested and expire on May 28, 2016.
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Note 11.  Other Transactions

On June 9, 2010, we entered into an At the Market Issuance Sales Agreement with Thomas Weisel Partners LLC
pursuant to which we may issue and sell our common shares having an aggregate offering price of up to $15.0 million
from time to time through Thomas Weisel, acting as agent. The sales, if any, of shares made under the Sales
Agreement will be made on the NASDAQ Capital Market by means of ordinary brokers' transactions at market prices,
in privately negotiated transactions or as otherwise agreed by Thomas Weisel and Altair.  Thomas Weisel will use
commercially reasonable efforts to sell the common shares from time to time, based upon our instructions (including
any price, time or size limits or other customary parameters or conditions we may impose). We will pay Thomas
Weisel commissions at a fixed commission rate of 5% of the gross sales price per share for any shares sold under the
Sales Agreement.  We have also agreed to reimburse Thomas Weisel for certain specified expenses and have provided
Thomas Weisel with customary indemnification rights.

As of June 30, 2010, we have sold 1,861,347 common shares.  The sales were made at an average weighted price of
$0.47 per share with net proceeds to the Company, after expenses, of $581,000.  At June 30, 2010 , we had a stock
subscription receivable balance of $93,000.

Note 12.  Related Party Transactions

There were no material transactions with related parties during the three and six months ended June 30, 2010.

Note 13.  Business Segment Information

Management views the Company as operating in two major business segments:  Power and Energy Group, and All
Other operations.

The Power and Energy Group develops, produces, and sells nano-structured lithium titanate spinel, battery cells,
battery packs, and provides related design and test services.  The All Others group consists of the remaining portions
of the previous Life Sciences and Performance Materials groups.  Management completed a thorough review of
operations and strategies and determined that it was in the best interests of the shareholders for the Company to focus
primarily on the Power and Energy Group.  As a result of this assessment, resources devoted to the Performance
Materials Group and Life Sciences Group were considerably reduced and no new significant development is being
pursued in those areas by the Company.

The accounting policies of these business segments are the same as described in Note 2 to the unaudited condensed
consolidated financial statements.  Reportable segment data reconciled to the consolidated financial statements as of
the three-month and six-month periods ended June 30, 2010 and June 30, 2009 is as follows:

In thousands of dollars
Depreciation

Loss
(Income) and

Three Months Ended Net Sales
From

Operations Amortization Assets
June 30, 2010:
Power and Energy Group $1,026 $1,546 $331 $15,685
All Other 474 (36 ) 42 1,203
Corporate - 3,561 78 15,757
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Consolidated Total $1,500 $5,071 $451 $32,645

June 30, 2009:
Power and Energy Group $34 $2,499 $313 $7,073
All Other (37 ) 431 315 6,456
Corporate - 3,555 45 36,885
Consolidated Total $(3 ) $6,485 $673 $50,414
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Depreciation
Loss and

Six Months Ended Net Sales
From

Operations Amortization Assets
June 30, 2010:
Power and Energy Group $1 ,929 $3,747 $626 $15,685
All Other 763 70 178 1,203
Corporate - 7,342 123 15,757
Consolidated Total $2,692 $11,159 $927 $32,645

June 30, 2009:
Power and Energy Group $882 $4,783 $669 $7,073
All Other 17 946 649 6,456
Corporate - 7,228 89 36,885
Consolidated Total $899 $12,957 $1,407 $50,414

In the table above, corporate expense in the Loss from Operations column includes overall company support costs as
follows:  corporate research and development expenses; sales and marketing expenses; general and administrative
expenses; and depreciation and amortization of the Reno headquarters building improvements.

Corporate assets consist primarily of cash, short term investments, and long-lived assets.  Since none of the business
units have reached break-even, cash funding is provided at the corporate level to the business units.  The long-lived
assets primarily consist of the corporate headquarters building, building improvements, manufacturing equipment, test
equipment and land.  As such, these assets are reported at the all other level and are not allocated to the other business
segment.

Substantially all of our assets are held within the United States.

For the six months ended June 30, 2010, we had sales to three major customers, each of which accounted for 10% or
more of revenues. Total sales to these customers for the six months ended June 30, 2010 and the balance of their
accounts receivable at June 30, 2010 were as follows:

In thousands of dollars

Sales
Accounts

Receivable
Six Months

Ended Balance at
Customer June 30, 2010 June 30, 2010

Power and Energy Group:
Office of Naval Research $ 1,597 $ 528
Proterra LLC $ 283 $ 1,383

All Other:
US Army RDECOM $ 638 $ 277
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For the six months ended June 30, 2009, we had sales to three major customers, each of which accounted for 10% or
more of revenues. Total sales to these customers for the six months ended June 30, 2009 and the balance of their
accounts receivable at June 30, 2009 were as follows:

In thousands of dollars

Sales
Accounts

Receivable
Six Months

Ended Balance at
Customer June 30, 2009 June 30, 2009

Power and Energy Group:
BAE Systems .Science &
Technology $ 482 $ -
BAE Systems  Marine Limited $ 263 $ 48
Amperex Technology Limited $ 117 $ 14

Sales for the six month periods ended June 30, 2010 and 2009 by geographic area were as follows:

In thousands of dollars
Sales Sales

Six Months
Ended

Six Months
Ended

Geographic information (a): June 30, 2010 June 30, 2009
United States $ 2,691 $ 604
Other foreign countries 1 408
Total $ 2,692 $ 1,012

(a) Revenues are attributed to countries based on location of customer.

Note 13.  Subsequent Events

Management evaluated all activity of the Company and concluded that no subsequent events have occurred that would
require recognition in the consolidated financials statements or disclosure in the notes to the consolidated financial
statements.

Item 2.  Management's Discussion and Analysis of Financial Condition and Results of Operations.

Forward-Looking Statements

This Quarterly Report on Form 10-Q (this “Report”) contains various forward-looking statements. Such statements can
be identified by the use of the forward-looking words "anticipate," "estimate," "project," "likely," "believe," "intend,"
"expect," or similar words.   These statements discuss future expectations, contain projections regarding future
developments, operations, or financial conditions, or state other forward-looking information.  When considering such
forward-looking statements, you should keep in mind the risk factors noted in Part II – Other Information, “Item 1A.
Risk Factors” and other cautionary statements throughout this Report and our other filings with the Securities and
Exchange Commission.  You should also keep in mind that all forward-looking statements are based on management’s
existing beliefs about present and future events outside of management’s control and on assumptions that may prove to
be incorrect.  If one or more risks identified in this Report or any other applicable filings materializes, or any other
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underlying assumptions prove incorrect, our actual results may vary materially from those anticipated, estimated,
projected, or intended.
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Unless the context requires otherwise, all references to “Altair,” “we,” “Altair Nanotechnologies Inc.,” or the “Company” in
this Report refer to Altair Nanotechnologies Inc. and all of its consolidated subsidiaries.   Altair currently has one
wholly owned subsidiary, Altair US Holdings, Inc., a Nevada corporation.  Altair US Holdings, Inc. directly or
indirectly wholly owns Altairnano, Inc. a Nevada corporation and Mineral Recovery Systems, Inc., a Nevada
corporation (“MRS”).  AlSher Titania LLC, a Delaware limited liability company, was 70% owned by Altairnano, Inc
until April 30, 2010, when such interest was transferred to Sherwin-Williams.  We currently hold the following
trademarks: Altair Nanotechnologies Inc.®, Altair Nanomaterials, Inc.®, Altairnano®, ALTI-ESSTM, TiNano® and
Nanocheck®.  Any other trademarks and service marks used in this Report are the property of their respective holders.

         The following discussion should be read in conjunction with the consolidated financial statements and notes
thereto.

Overview

We are a Canadian corporation, with principal assets and operations in the United States, whose primary business is
developing, manufacturing and selling our nano-lithium titanate battery cells, battery modules and battery packs, and
providing related design, installation and test services.  We have two primary areas of focus:

1.Marketing our large-scale energy storage solutions to power companies and electric grid operators throughout the
world, and

2. Marketing our batteries to electric and hybrid-electric bus manufacturers.

In our 2008 comprehensive strategic review we determined that the specific markets we should focus on going
forward are: the provision of frequency regulation and renewables integration in the electric grid, the electrification of
the mass-transit portion of the automotive market, and similar opportunities in the military market where we can
leverage the specific application to support our overall technology development efforts.  We believe that these are
multi-billion dollar emerging markets with room for a number of successful suppliers.  At the present time, we
perceive no dominant provider and we believe that as a result of our significant differentiated product attributes, the
overall strength of our management team, and the recognition we are receiving in the marketplace, that we have a very
good chance of becoming one of the successful suppliers.  Our proprietary technology platform gives our products a
number of unique,  highly sought after  at tr ibutes that  clearly differentiate our products from their
alternatives.  Included in these attributes are substantially longer cycle and calendar lives, a rapid recharge time, the
ability to provide instantaneous high power, a wide operating temperature range and increased operational safety.

2009 was a transition year as we discontinued the pursuit of low-margin grants and contracts in the life sciences and
performance materials markets to focus on the power and energy systems market.  The first half of 2010 continued in
this transition mode.  In June 2010 we closed our first significant long-term purchase and supply agreement in the
mass transit market with Proterra, Inc.  The first purchase order under this contract was for the supply of $4.6 million
of battery modules for electric buses.  These battery modules are scheduled to ship over the October 2010 – June 2011
time frame.  We anticipate additional orders from Proterra for shipments beyond June 2011 as Proterra continues to
grow its business.

In the frequency regulation and renewables integration markets we are pursuing a number of opportunities, both
domestic and international, that are taking longer to bring to closure than we had earlier anticipated.  We are
optimistic, however, that we will begin to see some of these opportunities successfully close as we get into the second
half of 2010.

On April 30, 2010 we transferred our 70% share in AlSher Titania to Sherwin-Williams.  Under terms of the
agreement, certain intellectual property owned by us, has been licensed to AlSher. We may receive future payments
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from AlSher based upon future revenues generated from the intellectual property, or from royalty payments relating to
the licensed intellectual property.  The amount of future payments from AlSher to us is based on AlSher revenue, and
royalty payments are capped at $3,000,000. The payments to us and continuation of the intellectual property licenses
are conditional upon certain milestones being achieved and payments being made to us. Additionally, AlSher has an
option to purchase the licensed intellectual property for $2,000,000.

We also provide contract research services on select projects where we can utilize our resources to develop intellectual
property and/or new products and technology.  The U.S. Army and Navy continue to test our batteries for specific
applications.  Although contract services revenue comprised 83% of total revenue during the six months ending June
30, 2010, we expect this percentage to diminish as our commercial battery sales expand.

Our revenues have been, and we expect them to continue to be, generated by product sales, commercial
collaborations, government contracts and grants and license fees.  We currently have agreements in place to (1)
provide research to further develop battery electrode materials and nanosensors, (2) develop battery backup power
systems for naval applications, and (3) provide battery modules to a U.S. based bus manufacturer.  We have made
product sales consisting principally of battery packs and nano lithium titanate cells.
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General Outlook

We have generated net losses in each fiscal year since incorporation, and the six months ending June 30, 2010 was no
different.  Revenues from product sales, commercial collaborations and contracts and grants increased in the first six
months of 2010 to $2.7 million compared to $899,000 in the same period in 2009.  Contracts with the U.S. Office of
Naval Research ($1.6 million) and with the U.S. Army ($638,000) comprised most of our revenue during the first six
months of 2010.  This compares to primary revenue sources of $482,000 from BAE Systems U.S. and $263,000 from
BAE Systems UK for commercial collaborations during the first six months of 2009.  Total costs, including cost of
goods sold and operating expenses, remained constant at $13.8 million, which resulted in a YTD net loss of $11
million during 2010 versus a $12.8 million net loss in the corresponding six months of 2009.

Our current focus is on the development of products and technologies in energy storage that we anticipate will
eventually bring a substantial amount of higher-margin revenues from manufacturing, product sales, licensing and
royalties. We expect our nano lithium titanate batteries and battery materials to be a source of such higher-margin
revenues.  Consequently, during the first six months of 2010, that is where we have focused our efforts.  Although our
overall employee count has remained flat from end-of-year 2009, we have expanded the scope of our Power and
Energy Group by (1) hiring additional engineering and operations staff to handle the conversion from a prototype to a
commercial product, (2) adding additional sales and marketing personnel to focus on this market, and (3) acquiring
additional test and production equipment.   During the second quarter of 2010 a number of anticipated customer orders
that we had hoped would close were delayed for various reasons.  We do not believe we have lost these orders. They
simply are taking longer to close than we had expected.  We therefore have been focusing on cost containment
throughout the business with the exception of our sales efforts.  We remain optimistic that these orders are delayed but
achievable during the balance of 2010.

As we attempt to significantly expand our revenues, some of the key near-term events that will affect our long-term
success include the following:

�Continued successful operation and performance of the 1 MW battery system placed in commercial operation in the
PJM regional transmission organization outside of Philadelphia in May of 2009.  To date that system has performed
as designed, providing frequency regulation to the electric grid with minimal degradation of the system, generating
a steady revenue stream for The AES Corporation, owner of the system.  We are optimistic that this will increase
our credibility with future customers.

�In August 2009, we signed a contract with Proterra LLC (now Proterra, Inc.), a Golden, Colorado based leading
designer and manufacturer of heavy-duty drive systems, energy storage systems, vehicle control systems and transit
buses to sell them battery modules for their all electric and hybrid electric buses. Proterra’s systems are scalable to
all forms of commercial buses and Class 6-8 trucks.  On May 3, 2010, we received a purchase order of $850,000
with Proterra to supply additional battery modules for delivery in August and September 2010.  On June 24, 2010
we signed a new long-term purchase and supply agreement with Proterra, under which we received an additional
purchase order for $4.6 million to supply battery modules for delivery from October 2010 through June 2011.  We
anticipate additional orders from Proterra as it brings its new manufacturing plant on line and begins to scale up its
operations.

�Based on the demonstrated success of our battery modules in the Proterra bus application and independent testing
of our cells by other entities, we have continued discussions with a number of other bus manufacturers and systems
integrators regarding the purchase of our battery products for their respective applications.

�
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Our efforts in the military market continue to move forward on several different projects.  Initial testing phases on
each project with the U.S. Army, U.S. Navy and the British Ministry of Defense have all been completed and
ongoing government funding for 2010 – 2011 for the U.S. Navy is already in place. Although the results of the work
done in the other areas were equally well received, ongoing work is dependent on government funding in the
United Kingdom that is not yet in place.  We anticipate finalizing the phase three contract (approximately $4
million) for our work with the U.S. Office of Naval Research in the third quarter of 2010.

�Spectrum continues its product development work and pre-clinical testing and has indicated that it will file an
Investigational New Drug (IND) application with the U.S. Food and Drug Administration before the end of 2010.  
Pre-clinical trial work involving animal studies on the RenazorbTM-based drugs is ongoing and is expected to be
complete by the end of 2010.     Spectrum continues to enlist our analytical resources for development work.  This
work is moving Spectrum closer to achieving the milestone associated with our first milestone payment.

20
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�On April 30, 2010 we sold our 70% interest in AlSher Titania, LLC to Sherwin-Williams, who will be taking these
assets to further develop this business on their own.  In return Sherwin will make future payments to us based on
the future business success of AlSher Titania.

Although it is not essential that we are successful in all of these markets to permit substantial long-term revenue
growth, we believe that full commercialization of several of our battery applications will be necessary in order to
expand our revenues enough to create a likelihood of our becoming profitable in the long-term.  We remain optimistic
with respect to our current key projects, as well as others we are pursuing, but recognize that, with respect to each,
there are development, marketing, partnering and other risks to be overcome.

An important consideration as we begin to grow our revenue stream is to ensure that we have access to the various
components and raw material we need to manufacture and then assemble our various products.  With a small product
volume, having multiple suppliers for each component is not practical, but is now becoming much more important to
us. During the first six months of 2010, we continued to identify and qualify additional suppliers or manufacturers for
our critical components.  While those efforts have progressed, the most critical sole-source relationship we currently
have is for the manufacture of our battery cells.  We currently have one supplier that manufactures all of our battery
cells.  These cells include our proprietary nano lithium titanate material produced by us in Reno, Nevada.  Our
contract manufacturer uses this material and other components that they acquire elsewhere to manufacture our cells
and then delivers them to our Anderson, Indiana manufacturing facility.  We then manufacture battery packs used in
electric buses and also complete megawatt scale energy storage solutions for the electric grid markets.  This battery
cell supplier is critical to our manufacturing process.  We are currently in the process of qualifying a second contract
manufacturer and expect to have this capability in place by the end of this year.

As previously reported, we experienced a quality issue with the critical cell manufacturing supplier described above
that impacted our immediate ability to supply product to our customers.  Since the initial identification of the problem
we have been working with the supplier to identify and address the root causes of the problem.  We have now
resolved the issue with that supplier and given them authorization to resume production of cells for us with the
identified fixes in place.  At this time we are once again receiving cells in production volumes that meet our
manufacturing specifications.  Cells earlier determined to be faulty are being returned to the vendor for replacement
under their warranty program.  We believe that this quality issue has now been resolved and will no longer constrain
product deliveries.

Contracts and Grants

Our $3.8 million ONR II contract is running about three months behind due to the cell quality issue described in the
above paragraph.  We generated another $983,000 of revenue on this contract during the quarter ending June 30, 2010
and anticipate earning the $1 million balance during the third quarter of 2010.

Our $1.7 million U.S. Army nanosensor grant is on schedule, and we expect to recognize revenue on the $900,000
balance during 2010.

Our Operating Divisions

Since early 2009 we have been organized into two divisions: a Power and Energy Group and an All Other Division.
Efforts began in late 2008 and early 2009 to eliminate or sell the Company’s assets and efforts in the Life Sciences and
Performance Materials divisions.  With the 2009 secession of our Life Science activities and the transfer of our AlSher
Titania interest to Sherwin-Williams in April of this year, as of June 30, 2010, we have ceased all material operations
in the Life Sciences and Performance Materials areas.
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Liquidity and Capital Resources

Current and Expected Liquidity

As of June 30, 2010, we had cash and short-term investments totaling $8.2 million compared to $28.7 million at the
same point last year and $18.1 million at the start of this year.  Net decrease in cash for the three months ended June
30, 2010 totaled $4.1 million compared to a net increase of $6.7 million for the comparative 2009 period.  We raised
$12.8 million, net of expenses, in an offering during the second quarter of 2009 compared to $581,000 net of
expenses, during the second quarter of 2010.
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 The major factors that have the greatest impact on our liquidity and resulting cash balance are:

� Our ability to raise additional capital,
� The volume and timing of our customer sales,

� The timeliness of our collections efforts,
� The build-up of our inventory levels in anticipation of sales, and

� The addition of headcount and other operating expenses.

Over the long term, we anticipate substantially increasing revenues and cash by entering into new contracts and
increasing product sales primarily in the electric grid, renewables integration and mass transit markets.  However, this
increase in revenues will be dependent on our ability to transition our products from prototypes into commercial grade
products.

To date we have been very successful in structuring our customer contracts in a way that is working capital neutral to
us, timing the anticipated receipt of customer payments with the required payments to our suppliers.  We have also
been diligent in pursuing timely collection of payments from our customers.

As we move through 2010, we do not expect to build up our inventory levels much more than the current levels until
we begin to close significant sales.  With regard to inventory decisions, we consider the lengthy manufacturing cycle
of four to six months required to produce our large battery systems and the time lag from our suppliers associated with
some of our critical product components.  Depending on the time lag between the initial inventory buildup and the
actual sales, our cash balance may be negatively impacted.  Since actual sales and production volumes for the full year
of 2010 are unknown at this time, we are not able to currently estimate our anticipated inventory purchases through
December 31, 2010.  We expect that we will end 2010, however, with an overall inventory level in the same range as
we ended the second quarter of 2010.

During the quarter ending June 30, 2010 we increased spending on our battery initiatives, compared to the same
period last year, continuing the enhancement of our products and their conversion from prototypes into commercial
grade products.  As a result of the delays in closing some of the anticipated second quarter customer contracts, we
implemented a hiring freeze early in the quarter and it has remained in place since then.

We estimate that our current cash and short-term investments balance combined with anticipated customer orders over
the next several months is sufficient to support our operations for approximately 5 months.  However, it will not be
sufficient to carry the Company to our projected cash flow breakeven point projected for late 2012.  Consequently, we
initiated an At-The-Market Stock Offering in June 2010 and raised $581,000 net of expenses, as of June 30, 2010. We
plan to raise additional capital during 2010 to help fund our operations as we ramp up our sales.

Historically, we have financed operations primarily through the issuance of equity securities (common shares,
convertible debentures, stock options and warrants) and by the issuance of debt.  Consistent with past practice, we
expect that this type of financing will continue to provide us with the current working capital required until anticipated
order volume increases allow us to reach cash flow breakeven.  The exact size and timing of this capital raise will
depend upon a number of factors including the market price and trading volume of our common shares, our financial
circumstances, including committed and anticipated order volume, and the general economic environment at the time
we begin the process.  We do not have any commitments with respect to future financing and may or may not, be able
to obtain such financing on reasonable terms, or at all.  We do not expect the current difficult economic environment
to preclude our ability to raise capital, but the overall cost of capital will likely be high.  Our objectives are to raise the
capital required to carry the company to cash flow breakeven while in the process of doing so, creating the least
amount of dilution to our existing shareholders.
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Cash used in operations during the quarter ending June 30, 2010 of $4.2 million consisted primarily of payments for
wages and salaries to our employees and an increased level of inventory purchases for long lead time items.  We
continue to monitor our cash flows very carefully and have been successful to date in structuring our customer
contracts so that they are essentially cash flow neutral or slightly positive for us.  As we begin to ramp up our
anticipated sales volume this year we are not expecting a large up-front drain on our cash.
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Investing activities for the quarter ended June 30, 2010 reflect the purchase of $357,000 of lab and production
equipment related to the manufacture of battery modules and nano lithium titanate. Earlier in the year we had
anticipated the need to spend approximately $4.9 million this year on capital equipment required for the manufacture
and testing of our various battery products.  As a result of the delay in closing these sales, however, we have been able
to defer the overwhelming bulk of these purchases into 2011.

The use of cash for financing activities includes $581,000, net of expenses, of cash receipts that the Company has
received to date from the shares sold through the At-the-Market financing program implemented with Thomas Weisel
Partners in June of this year.  The Company has the ability to raise up to $15 million through this program and
anticipates continuing to use it in the relatively near-term to provide additional working capital.

During the second quarter we lowered our monthly cash burn rate to $1.4 million per month from the $1.9 million
monthly rate of the first quarter.  We have initiated an employee hiring freeze and are closely scrutinizing all
expenditures.  We have also adjusted our manufacturing operations to reflect orders delayed in the stationary power
market segment from our forecasts at the beginning of 2010 and deferred nearly all capital purchases from 2010 into
2011.  It appears that order volume is beginning to pick up as evidenced by the recently announced Proterra contract,
but should significant firm purchase orders fail to materialize by the end of 2010, purchases of raw materials would be
discontinued and other measures to conserve cash would be implemented as necessary to extend cash
availability.  Other measures to preserve cash on hand until order volume begins to increase would include deferring
discretionary expenditures such as internal research costs, training, and routine equipment and building maintenance,
and reductions in workforce.

Capital Commitments and Expenditures

The following table discloses aggregate information about our contractual obligations and the periods in which
payments are due as of June 30, 2010:

In thousands of dollars
Less Than After

Contractual Obligations Total 1 Year 1-3 Years 4-5 Years 5 Years
Contractual Service Agreements 864 810 54 - -
Capital Leases 116 89 28 - -
Operating Leases 598 300 297  -  -
Unfulfilled Purchase Orders 1,627 1,627 - - -
Total Contractual Obligations $3,205 $2,826 $379 $- $-

We have deferred all planned significant capital expenditures until 2011, when we expect sufficient customer product
orders to justify the additional capital expenditures.

Other Contemplated Actions

At the Annual Meeting of Shareholders on May 24, 2010, our shareholders authorized the Board of Directors to
implement an up-to 10 to 1 stock split.  We have not taken this step to date as our anticipated customer orders over the
next few months may be sufficient to raise our stock price up above the required $1.00 per share prior to the
December 20, 2010 deadline for compliance with the NASDAQ minimum bid price requirement.  However should we
need to affect this reverse stock split action to comply with NASDAQ listing requirements, we intend to do so.
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At the July 30, 2010 Special Shareholder Meeting, our shareholders authorized the Board of Directors to change our
jurisdiction of incorporation from the federal jurisdiction of Canada to the State of Nevada in the United States
through the adoption of articles of domestication and new articles of incorporation.  This change in jurisdiction of
incorporation is referred to as a “continuance” under Canadian law Canada and as a “domestication” under Nevada
law.  Total cost of this domestication is estimated to be $462,000.

We believe that the domestication will enhance our ability to engage in strategic joint ventures, acquisition and
disposition transactions, eliminate certain regulatory burdens imposed by the Canada Business Corporations Act, limit
reporting requirements under the Canadian securities laws, and give us flexibility in our management structure.  In
addition, we believe that the achievement of our strategic goals would be enhanced by our clear and unambiguous
identification as a U.S. corporation. Our intention is to execute this change by the end of 2010.
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Off-Balance Sheet Arrangements

The company did not have any off-balance sheet transactions during the first six months of 2010.

Critical Accounting Policies and Estimates

Management based the following discussion and analysis of our financial condition and results of operations on our
consolidated financial statements. The preparation of these financial statements requires us to make estimates and
judgments that affect the reported amounts of assets, liabilities, revenue and expenses, and related disclosure of
contingent assets and liabilities.  On an on-going basis, we evaluate our critical accounting policies and estimates,
including those related to long-lived assets, investments in available for sale securities, share-based compensation,
revenue recognition, accrued warranty, overhead allocation, allowance for doubtful accounts, inventory, and deferred
income taxes.  We base our estimates on historical experience and on various other assumptions that we believe to be
reasonable under the circumstances, the results of which form the basis for making judgments about the carrying
values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these
estimates under different assumptions or conditions.

We believe the following critical accounting policies affect the more significant judgments and estimates used in the
preparation of our consolidated financial statements. These judgments and estimates affect the reported amounts of
assets and liabilities and the reported amounts of revenues and expenses during the reporting periods. Changes to
these judgments and estimates could adversely affect the Company’s future results of operations and cash flows.

§Long-Lived Assets.  Our long-lived assets consist principally of the nanomaterials and titanium dioxide pigment
assets, the intellectual property (patents and patent applications) associated with them, and a building.  Included in
these long-lived assets are those that relate to our research and development process.  If the assets have alternative
future uses (in research and development projects or otherwise), they are capitalized when acquired or constructed; if
they do not have alternative future uses, they are expensed as incurred. At June 30, 2010, the carrying value of these
assets was $10.8 million, or 33% of total assets.   We evaluate the carrying value of long-lived assets whenever
events or changes in business circumstances indicate that the carrying value of the assets may not be
recoverable.  The carrying value of a long-lived asset is considered impaired when the total projected undiscounted
cash flows expected to be generated by the asset are less than the carrying value.  Our estimate of the cash flows is
based on the information available at the time including the following:  internal budgets; sales forecasts; customer
trends and order backlogs; anticipated production volumes; and market conditions over an estimate of the remaining
useful life of the asset which may range from 3 to 10 years for most equipment and up to 22 years for our building
and related building improvements.  If an impairment is indicated, the asset value is written to its fair value based
upon market prices, or if not available, upon discounted cash flow value, at an appropriate discount rate determined
by us to be commensurate with the risk inherent in the business model.  The determination of both undiscounted and
discounted cash flows requires us to make significant estimates and consider the expected course of action at the
balance sheet date.  Our assumptions about future sales and production volumes require significant judgment
because actual sales prices and volumes have fluctuated significantly in the past and are expected to continue to do
so.  Until our products reach commercialization, the demand for our products is difficult to estimate.  Subsequent
changes in estimated undiscounted and discounted cash flows arising from changes in anticipated actions could
impact the determination of whether impairment exists, the amount of the impairment charge recorded and whether
the effects could materially impact our consolidated financial statements.  Events or circumstances that could
indicate the existence of a possible impairment include obsolescence of the technology, an absence of market
demand for the product or the assets used to produce it, a history of operating or cash flow losses and/or the partial
or complete lapse of technology rights protection.
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As of June 30, 2010, we estimate that our future cash flows, on an undiscounted basis, are greater than our $10.8
million in long-lived assets.  Our estimated future cash flows include anticipated product sales, commercial
collaborations, and contracts and grant revenue, since our long-lived asset base, which is primarily composed of
production, laboratory and testing equipment and our Reno facility, is utilized to fulfill contracts in all revenue
categories.  Based on our assessment, which represents no change from the prior year in our approach to valuing
long-lived assets, we believe that our long-lived assets are not impaired.

§ Stock-Based Compensation.  We have a stock incentive plan that provides for the issuance of stock
options, restricted stock and other awards to employees and service providers.  We calculate compensation
expense using a Black-Scholes Merton option pricing model.  In so doing, we estimate certain key
assumptions used in the model.  We believe the estimates we use, which are presented in Note 10 of Notes
to the Condensed Consolidated Financial Statements, are appropriate and reasonable.
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§Revenue Recognition.  We recognize revenue when persuasive evidence of an arrangement exists, delivery has
occurred or service has been performed, the fee is fixed and determinable, and collectability is probable.  During the
second quarter of 2010, our revenues were derived primarily from contract research and development.  License fees
are recognized when the agreement is signed, we have performed all material obligations related to the particular
milestone payment or other revenue component and the earnings process is complete.  Revenue for product sales is
recognized upon delivery of the product, unless specific contractual terms dictate otherwise.  Based on the specific
terms and conditions of each contract/grant, revenues are recognized on a time and materials basis, a percentage of
completion basis and/or a completed contract basis.  Revenue under contracts based on time and materials is
recognized at contractually billable rates as labor hours and expenses are incurred.  Revenue under contracts based
on a fixed fee arrangement is recognized based on various performance measures, such as stipulated milestones.  As
these milestones are achieved, revenue is recognized.  From time to time, facts develop that may require us to revise
our estimated total costs or revenues expected.  The cumulative effect of revised estimates is recorded in the period
in which the facts requiring revisions become known.  The full amount of anticipated losses on any type of contract
is recognized in the period in which it becomes known.  Payments received in advance relating to future
performance of services or delivery of products, are deferred until the customer accepts the service or the product
title transfers to our customer.  Upfront payments received in connection with certain rights granted in contractual
arrangements are deferred and amortized over the related time period over which the benefits are received.  Based on
specific customer bill and hold agreements, revenue is recognized when the inventory is shipped to a third party
storage warehouse, the inventory is segregated and marked as sold, the customer takes the full rights of ownership
and title to the inventory upon shipment to the warehouse per the bill and hold agreement.  When contract terms
include multiple components that are considered separate units of accounting, the revenue is attributed to each
component and revenue recognition may occur at different points in time for product shipment, installation, and
service contracts based on substantial completion of the earnings process.

§Accrued Warranty. We provide a limited warranty for battery packs and energy storage systems.  A liability is
recorded for estimated warranty obligations at the date products are sold.  Since these are new products, the
estimated cost of warranty coverage is based on cell and module life cycle testing and compared for reasonableness
to warranty rates on competing battery products.  As sufficient actual historical data is collected on the new product,
the estimated cost of warranty coverage will be adjusted accordingly.  The liability for estimated warranty
obligations may also be adjusted based on specific warranty issues identified.

§Overhead Allocation.  Facilities overheads, which are comprised primarily of occupancy and related expenses, are
initially recorded in general and administrative expenses and then allocated monthly to research and development
and product inventories based on relative labor costs.  Facilities overheads and fringe benefits allocated to research
and development projects may be chargeable when invoicing customers under certain research and development
contracts.

§Allowance for Doubtful Accounts.  The allowance for doubtful accounts is based on our assessment of the
collectability of specific customer accounts and the aging of accounts receivable.  We analyze historical bad debts,
the aging of customer accounts, customer concentrations, customer credit-worthiness, current economic trends and
changes in our customer payment patterns when evaluating the adequacy of the allowance for doubtful accounts. 
From period to period, differences in judgments or estimates utilized may result in material differences in the amount
and timing of our bad debt expenses.

§Inventory.  We value our inventories generally at the lower of cost (first-in, first-out method) or market.  We employ
a full absorption procedure using standard cost techniques.  The standards are customarily reviewed and adjusted
quarterly.  Overhead rates are recorded to inventory based on normal capacity.  Any idle facility costs or excessive
spoilage are recorded as current period charges.
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§Deferred Income Taxes.  Income taxes are accounted for using the asset and liability method.  Deferred income tax
assets and liabilities are recognized for the future tax consequences attributable to differences between the financial
statement carrying amounts of existing assets and liabilities and their respective tax bases and operating loss and tax
credit carry forwards.  Deferred income tax assets and liabilities are measured using enacted tax rates expected to
apply to taxable income in the years in which those temporary differences are expected to be recovered or settled. 
The effect on deferred income tax assets and liabilities of a change in tax rates is recognized in income in the period
that includes the enactment date.  Future tax benefits are subject to a valuation allowance when management is
unable to conclude that its deferred income tax assets will more likely than not be realized from the results of
operations.  We have recorded a valuation allowance to reflect the estimated amount of deferred income tax assets
that may not be realized. The ultimate realization of deferred income tax assets is dependent upon generation of
future taxable income during the periods in which those temporary differences become deductible. Management
considers projected future taxable income and tax planning strategies in making this assessment. Based on the
historical taxable income and projections for future taxable income over the periods in which the deferred income
tax assets become deductible, management believes it more likely than not that the Company will not realize benefits
of these deductible differences as of June 30, 2010.  Management has, therefore, established a full valuation
allowance against its net deferred income tax assets as of June 30, 2010.  Due to the significant increase in common
shares issued and outstanding from 2005 through 2010, Section 382 of the Internal Revenue Code may provide
significant limitations on the utilization of our net operating loss carry forwards.  As a result of these limitations, a
portion of these loss and credit carryovers may expire without being utilized.
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Results of Operations

Three Months Ended June 30, 2010 Compared to Three Months Ended June 30, 2009

In thousands of dollars

Power and Energy
Group All Other Corporate Consolidated

2010 2009 2010 2009 2010 2009 2010 2009
Revenues
Product sales, net $ 21 $ (84 ) $ 36 $ (37 ) - - $ 57 $ (121 )
Commercial
collaborations 22 67 4 - - - 26 67
Contracts and grants 983 51 434 - - - 1,417 51
             Total revenues,
net 1,026 34 474 (37 ) - - 1,500 (3 )
Cost of goods sold
Product (9 ) 162 16 1 - - 7 163
Warranty and inventory
reserves 75 - - - - - 75 -
Commercial
collaborations 10 50 2 21 - - 12 71
Contracts and grants 662 16 322 - - - 984 16
Total cost of goods sold 738 228 340 22 - - 1,078 250
Gross profit (loss) 288 (194 ) 134 (59 ) - - 422 (253 )
Operating expenses
Research and
development 1,391 1,890 26 (25 ) $ 298 $ 535 1,715 2,400
Sales and marketing - - - - 1,146 622 1,146 622
General and
administrative 112 102 30 82 2,039 2,353 2,181 2,537
Depreciation and
amortization 331 313 42 315 78 45 451 673
Total operating
expenses 1,834 2,305 98 372 3,561 3,555 5,493 6,232
(Loss) gain from
operations (1,546) (2,499) 36 (431 ) (3,561) (3,555) (5,071) (6,485)
Other (expense) income
Interest expense (1 ) (1 ) - - (2 ) (12 ) (3 ) (13 )
Interest income - - - - 27 48 27 48
Gain on foreign
exchange - - - - 2 2 2 2
Total other (expense)
income, net (1 ) (1 ) - - 27 38 26 37

(Loss) gain from
continuing operations (1,547) (2,500) 36 (431 ) (3,534) (3,517) (5,045) (6,448)

 -  - 124  -  -  - 124  -
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Gain from discontinued
operations

Net (loss) gain (1,547) (2,500) 160 (431 ) (3,534) (3,517) (4,921) (6,448)
Less:  Net (gain) loss
attributable to
non-controlling interest - - - - (4 ) 55 (4 ) 55

Net (loss) gain
attributable to Altair
Nanotechnologies, Inc. $ (1,547) $ (2,500) $ 160 $ (431 ) $ (3,538) $ (3,461) $ (4,925) $ (6,393)

Amounts attributable to
Altair
Nanotechnologies, Inc.
shareholders:
Loss from continuing
operations $ (1,547) $ (2,500) $ 36 $ (431 ) $ (3,538) $ (3,461) $ (5,049) $ (6,393)
Gain from discontinued
operations - - 124 - - - 124 -
Net loss $ (1,547) $ (2,500) $ 160 $ (431 ) $ (3,538) $ (3,461) $ (4,925) $ (6,393)
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Revenues

Power and Energy Group revenue for the quarter ended June 30, 2010 was $1,026,000 compared to $34,000 for the
same period of 2009.  This increase is primarily due to the $983,000 of contracts and grants revenue from our ONR II
contract during the second quarter of 2010, netted with a decrease in commercial collaborations of $45,000 due to a
one-time contract with BAE Systems during the second quarter of 2009.  Product sales for the second quarter of 2009
were $29,000 offset by sales returns from prior years of $113,000.

Total revenue of All Other operations for the quarter ended June 30, 2010 was $474,000 compared to $(37,000) for
the same period of 2009.  The $434,000 of this revenue increase during the second quarter of 2010 was a result of our
nanosensor contract with the U.S. Army.

Cost of Goods Sold

Power and Energy Group COGS for the quarter ended June 30, 2010 was $738,000 compared to $228,000 for the
same period of 2009.  This increase is primarily due to an increase of $646,000 in contracts and grants.  COGS of
$662,000 during the second quarter of 2010 related to fulfillment of our contract with the Office of Naval Research for
battery safety testing.  This contract is a cost including overhead reimbursement contract.

All Other Division contracts and grants COGS of $322,000 during the second quarter of 2010 is related to our US
Army nanosensor grant.

Warranty and inventory reserve of $75,000 during the second quarter of 2010 is primarily related to writing off 3,152
of our 3.5 Ahr cells.  These cells were originally developed and manufactured for a potential market segment that we
subsequently chose not to pursue.

It is important to note that our gross margins in any quarter are not indicative of future gross margins.  At this early
stage of development, our product mix, volume, per-unit pricing and cost structure may change significantly from
quarter to quarter, and our margins may expand or contract depending upon the mix and timing of orders in future
quarters.

Operating Expenses

Research and development operating expenses declined $685,000 or 28% due to more focused R&D
revenue-generating projects in 2010 over 2009.  The research and development expenses related to our commercial
collaborations and contracts and grants revenue projects are included in cost of goods sold.

Total sales and marketing expense increased from $622,000 for the second quarter in 2009 to $1.1 million for the
same period in 2010.  This change is due to an increase in business development costs in China of $180,000, trade
shows of $120,000, consulting of $81,000 and wages of $40,000.

General and administrative expense decreased by $356,000 from $2.5 million in the second quarter of 2009 to $2.2
million in the same quarter of 2010.  This decrease was due to one-time ERP system implementation costs incurred
during the second quarter of 2009 for $397,000, reduction in the YTD bonus accrual of $450,000 during the second
quarter of 2010, offset by an increase in legal costs due to proxy filings and domestication from Canada to the U.S. of
$281,000 and shareholder information expenses for proxy mailings associated with the July 30, 2010 Special
Shareholder Meeting
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Depreciation expense decreased $222,000 or 33% from the prior year primarily due to the write down of most of the
capital assets in the AlSher Titania subsidiary as of December 31, 2009 and the subsequent sale of these capital assets
to Sherwin Williams on April 30, 2010.

Net Loss

The net loss attributable to Altair Nanotechnologies, Inc. for the quarter ended June 30, 2010 totaled $4.9 million
($0.05 per share) compared to a net loss of $6.4 million ($0.07 per share) in the second quarter of 2009.

All Other operations net income for the quarter ended June 30, 2010 was $160,000 compared to a net loss of $431,000
in the same quarter of 2009.  This improvement is primarily attributable to an increase in contract and grants revenue
of $434,000 earned in connection with the U.S. Army nanosensor grant during Q2 2010 and due to lower depreciation
expense as described above under Operating Expenses.
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Six Months Ended June 30, 2010 Compared to Six Months Ended June 30, 2009

In thousands of dollars

Power and Energy
Group All Other Corporate Consolidated

2010 2009 2010 2009 2010 2009 2010 2009
Revenues
Product sales, net $ 22 $ 53 $ 110 $ 17 - - $ 132 $ 70
Commercial
collaborations 305 766 15 - - - 320 766
Contracts and grants 1,602 63 638 - - - 2,240 63
Total revenues, net 1,929 882 763 17 - - 2,692 899
Cost of goods sold
Product (8 ) 328 68 20 - - 60 348
Warranty and inventory
reserve 128 - - - - - 128 -
Commercial
collaborations 179 245 11 55 - - 190 300
Contracts and grants 1,127 38 468 - - -
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