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PART |
Item 1. Business
General

Bayou Steel Corporation (the “Company”) isaleading producer of light structural shapes and merchant bar steel
products. The Company owns and operates a steel minimill and a stocking warehouse on the Mississippi River in
LaPlace, Louisiana (the “Louisiana Facility”), three additional stocking locations directly accessible to the Louisiana
Facility through the Mississippi River waterway system, and a rolling mill with warehousing facility in Harriman,
Tennessee (the “ Tennessee Facility”) also accessible through the Mississippi River waterway system. The Company
produces merchant bar and light structural steel products ranging in size from two to eight inches at the Louisiana
Facility and merchant bar products ranging from one-half to three inches at the Tennessee Facility.

TheLouisianaFacility, which was constructed in 1981 at acost of $243 million, isaminimill consisting of two electric
arc furnaces (one of whichisused asaback-up), arolling mill, aclimate controlled warehousefacility, and a deep-water
dock ontheMississippi River. A “minimill” isarelatively low-cost steel production facility which usessteel scrap rather
than iron ore asits basic rawmaterial. Ingeneral, minimillsrecycle scrap using el ectric arc furnaces, continuous casters,
and rolling mills. The Louisiana Facility’s minimill includes two Krupp/Fuchs computer-controlled el ectric arc furnaces
utilizing water-cooled sidewalls and roof, two Voest-Alpine four-strand continuous casters, a computer supervised
Italimpianti reheat furnace, and a 15-stand Danieli rolling mill.

The Tennessee Facility was acquired and restarted by the Company in late 1995 following the purchase of
substantially all of the assets of the Tennessee Valley Steel Corporation (the“TVSC”). Therolling mill at the Tennessee
Facility includes a computer supervised reheat furnace, a 16-stand rolling mill and automated straightening, and
continuous cut-to-length, stacking and bundling equipment.

The Company purchases scrap in the open market from a large number of steel scrap dealers, and operates an
automobile shredder and scrap processing facility to produce some of the scrap used initsoperations. At theLouisiana
Facility, steel scrap is used to producefinished steel in avariety of merchant bar and light structural products, including
angles, flats, channels, standard beams, and wide flange beams. At the Tennessee Facility, billetsarerolled to produce
merchant bar products, including angles, flats, rounds, and squares, and also has the capability to produce rebar.

The location of the production and distribution facilities allows the Company to serve customers across a wide
geographic area, including its primary marketsin the Southeast, thelower Midwest, the Northeast, the Mid-Atlantic and
the Appalachian states. The Company sellsits products to nearly 400 customers, the majority of which are steel service
centers, in the United States, Canada, Mexico, and occasionally overseas.

Manufacturing Processand Facilities

Steel scrap isthe principal raw material used in the production process. The Company purchases most of its scrap
needs on the open market and transportsit to the L ouisiana Facility by barge, ocean going vessel, rail, and truck, and
stores it in ascrap receiving yard. The Company has been able to control the availability and the cost of steel scrap to
some degree by producing its own shredded and cut grade scrap through its scrap processing division, Mississippi
River Recycling. Thedivision currently supplies approximately 30% of the steel scrap requirement. Steel scrap ismelted
in an aternating current electric arc furnace which heatsthe steel scrap to approximately 3000°F. During themelting and
refining process, impurities are removed from the molten steel. After the scrap reaches amolten state, it ispoured from
the furnace into ladles, where final heating takes place in aladle metallurgical facility and adjustments of alloying
elements and carbon aremadeto obtain thedesired chemistry. Theladlesof steel arethen transported to one of two four-
strand continuouscastersinwhichthemolten steel issolidifiedinwater-cooled molds. The castersproducelong strands
of steel that are cut by torchinto billets (semi-finished product of specified weights), moved to acooling bed and marked
for identification. After cooling, the billets are transferred to arolling mill for further processing. Billets in excessof the
Louisiana Facility’ s rolling mill requirements are shipped to the Tennessee Facility viarail for itsrolling mill.



In the Louisiana Facility’s rolling mill, billets are reheated in a walking beam reheat furnace equipped with a
recuperator before being rolled. Oncethebillets are heated to approximately 2000°F, they arerolled through up to fifteen
mill standswhich form thebilletsinto thedimensionsand sizes of thefinished products. The heated finished shapesare
placed on a cooling bed and then straightened and cut into either standard 20 or 40-foot lengths or specific customer
lengths. The products are then stacked into 2Y2 to 5-ton bundles, processed (if needed) through an off-line saw, and
placed inaclimate-controlled warehouse wherethey are subsequently shipped to the Company’ sstocking locationsvia
barge or to customers viatruck, rail, or barge.

In the Tennessee Facility’s rolling mill, billets are reheated in a pusher reheat furnace equipped with a recuperator
before being rolled. Oncethe billets are heated to approximately 2000°F, they arerolled through up to sixteen mill stands
which form the billetsinto the dimensions and sizes of the finished products. The heated finished shapes are placed on
acooling bed and then straightened and cut into either standard 20 or 40-foot |engths or specific customer lengths. The
products are then stacked into 2% ton bundles and placed in a climate-controlled warehouse where they are
subsequently shipped to the Company’ s stocking locations via barge or to customers viatruck or rail.

Products

The Louisiana Facility is capable of producing avariety of merchant bar and light structural steel productsand the
Tennessee Facility is capable of producing awide range of merchant bar products and rebar.

Size Range (In Inches)

Profile Tennessee Louisiana
Equal ANgles ... ..o Y2 2-6
Flats .. 1-3 38
Channels . ... o N/A 38
SUBI S . ottt t ittt e 1 N/A
ROUNAS ... 152 N/A
Unequal ANgIeS . ...t N/A 4-6
Rebar . ... #4-#11 N/A
Standard BEamsS . ... ... N/A 36
WideFlangeBeams ... N/A 4-6

The Company’ s finished products are used for awiderange of commercial and industrial applications, including the
construction and maintenance of petrochemical plants, bargesand light ships, railcars, trucksand trailers, rack systems,
tunnel and mine support products, joists, sign and guardrail postsfor highways, power and radio transmission towers,
and bridges. Rebar is used in highway and bridge construction, concrete structures such as parking garages, and home
construction for driveways, sidewalks, and swimming pools.

The Company plansto continue to emphasi ze the production of light structural shapesand merchant bar products.
Shape and merchant bar margins are historically higher than those of rebar.

The Company’ s products are manufactured to various national specifications, such asthose set by the American
Society for Testing and Materials, or to specific customer specifications which have more stringent quality criteria. In
addition, the Company is one of a few minimills that is certified by the American Bureau of Shipping. The Company
certifiesthat its products are tested in accordance with nuclear, state highway, bridge and military specifications and
are aso certified for state highway and bridge structures. In fiscal 1999, al of the facilities were certified to the
International Standards Organization (ISO) management standards 9002 for quality and the Louisiana Facility was
certified to 1SO 14001 for environment.

Customers and Sales
The Company has nearly 400 customersin the United States, Canada, and Mexico. Themgjority of the Company’s

finished products (approximately 74% in fiscal 2002) are sold to domestic steel service centers, while the remainder are
sold to original equipment manufacturers (approximately 20% in fiscal 2002) and export customers (approximately 6%



in fiscal 2002). Steel service centers warehouse steel products from various minimills and integrated mills and sell
combinations of products from different mills to their customers. Some steel service centers also provide additional
labor-intensive value-added services such asfabricating, cutting or selling steel by the piecerather than by the bundle.
Rebar may be selectively produced and sold to customers who are not necessarily part of the existing customer base.

Infiscal 2002, the Company’ stop ten customers accounted for approximately 53% of total salesand one customer
accounted for approximately 10% of total sales. The Company believesthat itisnot dependent on any customer and that
it could, over time, replace lost sales attributable to any one customer.

The Company maintains a real-time computer information system, which tracks prices offered by competitors, as
well as freight rates from its customers to both the stocking locations and the nearest competitive facilities and an
electronic data interchange system that allows the Company to manage several of its customers' inventory (Vendor
Managed Inventories, VMI) needs. Recently, the VMI system was expanded to utilize the Internet to allow more
customersto usethissystem. Thissystem, whichinterfaceswithacustomer’ ssystem, reducesoverhead andisintended
to increase saleswhile providing the customer with just-in-timeinventory capabilities, thusimproving inventory turns.
The Company expects to continue to implement this system upon request and believes that the system gives it a
competitive advantage.

Although salestend to be slower during the winter months due to the impact of winter weather on construction
and transportation activities and during the late summer dueto planned plant shutdowns of end-users, seasonality has
not been amaterial factor inthe Company’ sbusiness. Asof September 30, 2002 and 2001, backlog of unfilled cancelable
orderstotaled, $61 million and $70 million, respectively. As of November 30, 2002, backlog totaled $62 million.

Thelevel of billet salesto third parties is dependent on the Company’ s billet requirements and worldwide market
condition, which may vary greatly from year to year. In the past three fiscal years the Company has consumed
substantially all of itsbillet production.

Distribution

The Louisiana Facility, which includes a deep-water dock, is strategically located on the Mississippi River, which
the Company believes enhances itscompetitive posture by reducing overall transportation costsbecauseit can receive
steel scrap and ship its product by barge, normally the most economical method of transportationinthesteel industry.
The Company also believes that the location of its minimill on the Mississippi River and its network of inland waterway
warehouses enable it to access markets for its products that would otherwise be uneconomical due to the high freight
costs of its products relative to selling price. The Company operates inventory stocking warehouses near Chicago,
Tulsa, and Pittsburgh, which complement its operations in Louisianaand Tennessee. Thesefacilities, each of whichis
equipped withaninland waterway dock, enablethe Company to significantly increaseitsmarketing territory by providing
storage capacity for finished products in three additional markets and by allowing the Company to meet customer
demand far from its Louisiana and Tennessee mills on a timely basis. From these locations, product is primarily
distributed by truck. In addition, rail shipments from the LouisianaFacility are madeto somecustomers, primarily those
on the West Coast and in Mexico.

The LouisianaFacility’ sdeep-water dock enablesthe Company to load vessel sor ocean-going bargesfor overseas
shipments, giving the Company low cost access to overseas marketsif business conditions warrant. Additionally, the
dock enables the Company to access steel scrap from the Caribbean and South and Central America, an important
strategic factor. Sincethefacility isonly 35 milesfrom the Port of New Orleans, smaller quantities of shapesor billetscan
be shipped overseas on cargo ships from that port. The Company believes it has a freight cost advantage over land-
locked domestic competitorsin serving the export market.

The Tennessee Facility provides access to the Appal achian states and the lower Midwest, plus additional access
to the upper Midwest, the Southeast and the Mid-Atlantic regions. The Tennessee Facility’ slocation is accessible by
al formsof transportation; therolling mill isin close proximity to two major interstate highways, isfour milesfromabarge
dock, and is situated on the main line of the Norfolk Southern Railroad.



Competition

The Company competes in the market for light structural and merchant bar steel products and does not currently
compete with minimill flat rolled producers or most domestic integrated steel producers.

Light Structural Shapes. The Louisiana Facility’s location on the Mississippi River, as well as the stocking
locations in three additional regions of the country, provide access to large markets in the Eastern, Midwestern,
Southern, and Central portions of the United States. As aresult, the Company competes in the light structural shape
market with several major domestic minimills in each of these regions. Depending on the region and product, the
Company primarily competes with Nucor Corporation’sBar Mill Group (comprised of Nucor Darlington, Jewett, Norfolk
and Plymouth and the former Auburn Steel and the former Birmingham Steel in Seattle, Kankakee, Jackson and
Birmingham), and Gerdau Ameristeel (comprised of Ameristeel, the former Birmingham-Cartersville, Manitoba Rolling
Mill, Courtice and LASCO), and Commercial Metals Corporation (comprised of SMI Steel South Carolina, SMI Steel
Alabama and SMI Steel Texas). Certain of these competitors have significantly greater financial resources than the
Company.

Merchant Bar Shapes. The Tennessee Facility’ slocation accessibleto the Mississippi River waterway system, as
well as the Company’ s stocking locationsin three additional regions of the country, provide accessto large marketsin
the Appalachian states, and the Eastern, Midwestern, upper Midwestern, Mid-Atlantic, and Central portions of the
United States. Merchant bar competitorsin the regions are Gerdau Ameristeel, Commercial Metals Corporation, Nucor
Corporation, Roanoke Electric, North Star Steel and Marion Steel. The recent acquisition of Qualitech by SMI and
conversion to amerchant bar producer from special bar quality isforecasted for 2004.

Rebar. The Tennessee Facility may producerebar in varying quantities depending on economic and market trends.
The Tennessee Facility’ s main competitor for rebar is Gerdau Ameristeel Corporation in Knoxville, Tennessee. Gerdau
Ameristeel, however, fabricates alarge portion of its rebar in competition with independent fabricators who would be
the target customers of the Tennessee Facility. Independent fabricators opting not to buy from acompetitor may create
asignificant niche. Other competitorsinclude SMI/Cayce Steel and Nucor Corporation.

Foreign steel producers historically have not competed significantly with the Company in the domestic market for
merchant bar and light structural shape sales dueto higher freight costsrelativeto end product prices. However, during
fiscal 2000 and 2001, the Company experienced significant competition from foreign producersadversely impacting both
price and shipment volumes. The market pressures that commenced with an oversupply due to imports have had an
adverse impact on the Company’ s financial position.

Raw Materials

The Company’s major raw material is steel scrap, which is generated principally from industrial, automotive,
demoalition, railroad, and other sources, isprimarily purchased directly inthe open market through alarge number of steel
scrap dealers. The Company is able to efficiently transport steel scrap from suppliers throughout the inland waterway
system and through the Gulf of Mexico, permitting it to take advantage of steel scrap purchasing opportunitiesfar from
its minimill, and to protect itself from supply imbalances that develop from time to time in specific local markets. In
addition, unlike many other minimills, the Company, through its own scrap purchasing staff, buys scrap primarily from
scrap deal ersand contractorsrather than through brokers. The Company believesthat itsenhanced knowledge of scrap
market conditions gained by being directly involved in scrap procurement on adaily basis, coupled with management’s
extensive experience in metals recycling markets, gives the Company the ability to minimize the cost of its highest cost
component. The Company does not currently depend upon any single supplier for itsscrap. No single vendor supplies
more than 10% of the Company’s scrap needs. The Company, on average, maintains a 15 to 20-day inventory of steel

scrap.

The Company has a program of buying directly from local steel scrap dealersfor cash. Through this program, the
Company has procured approximately 23% of its steel scrap at prices lower than thoseof large steel scrap dealers. The
Company al so maintai ns an automobile shredder and scrap processing facility at asite adjacent to the LouisianaFacility
to produce shredded steel scrap and cut grades, two of several types used by the Company. The scrap processing
division began operating the automobile shredder inlatefiscal 1995 and commenced scrap processingin latefiscal 1998.
During fiscal 2002, approximately 30% of the total steel scrap requirements were met by this operation. The Company
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plans, and the operation hasthe capacity to produce agreater quantity of steel scrap; however, low scrap pricesinrecent
years limited the availability of raw material to process.

The cost of steel scrap is subject to market forces, including demand by other steel producers. The cost of steel
scrap and the availability of raw material for its scrap processing operationscan vary significantly, and finished product
prices generally cannot be adjusted in the short-termto recover largeincreasesin steel scrap costs. Over longer periods
of time, however, finished product prices and steel scrap prices have trended in the same direction.

The long-term demand for steel scrap and itsimportanceto thedomestic steel industry may be expected toincrease
as steel makers continue to expand scrap-based electric arc furnace capacity. For the foreseeable future, however, the
Company believes that suppliesof steel scrap will continueto be availablein sufficient quantities at competitive prices.
In addition, anumber of technologies exist for the processing of iron ore into forms which may besubstituted for steel
scrap inelectric arc furnace-based steel making. Such formsincludedirect-reducediron, iron carbide, and hot-briquetted
iron. While such forms may not be cost competitive with steel scrap at present, asustained increasein the price of steel
scrap could result in increased implementation of these alternative technologies.

The Tennessee Facility purchaseshbilletson the open market to supply part of itshillet requirements. The Company
has not experienced any shortages or significant delays in delivery of these materials and believes that an adequate
supply of raw materials will continue to be available to supplement internally supplied billets. Due to operating in a
reduced mode in fiscal 2001 and 2002, the Tennessee Facility purchased only small quantities on the open market.

Energy

The Company’ s manufacturing process at the L ouisiana Facility consumes large volumes of electrical energy and
natural gas. The Company purchasesits electrical service needs from alocal utility pursuant to a contract originally
executed in 1980 and extended in 1995 for asix year period. The contract isautomatically extended on arolling six month
basis until either party notifies the other of itsintent to change. Under the present contract, the Company receives
discounted peak power ratesinreturnfor theutility’ sright to periodically curtail service during periodsof peak demand.
These curtailments are generally limited to afew hoursand, in prior years, have had a negligible impact on operations;
however, the Louisiana Facility experienced an unusual number and duration of power curtailmentsin fiscal 1998 and
1999 due to generating and transmission failures at the local utility.

The Louisiana Facility’ s contract with the local utility contains a fuel adjustment clause which allows the utility
company to passontoitscustomersany increasesin pricepaid for the variousfuels used in generating el ectrical power
and other increases in operating costs. This fuel adjustment applies to all of the utility’s consumers. The Company
experienced high fuel cost adjustments inthelater part of fiscal 2000 and throughout most of fiscal 2001 dueto the high
cost of natural gasused by theutility in generating el ectrical power. The Company believesthat itselectrical energy rates
at the L ouisianaFacility during this period have not been competitive in the domestic minimill steel industry. To alesser
extent, the Louisiana Facility consumes quantities of natural gas via two separate pipelines serving the facility. The
Company generally purchases natural gas on a month-to-month basis from avariety of suppliers. In the latter part of
fiscal 2000 and throughout most of fiscal 2001, the cost of natural gas increased dramatically, and in fiscal 2001 and
continuing today, the Company entered into commitments to purchase a certain portion of its future natural gas
reguirements over aperiod of lessthan twelve months. Historically, the L ouisianaFacility hasbeen adequately supplied
with electricity and natural gas and does not anticipate any significant curtailments in its operations resulting from
energy shortages. However, volatility in the cost of power and natural gas can have asignificant impact on theresults
of operations and financial position of the Company.

TheTennesseeFacility’ smanufacturing processconsumeshboth el ectricity and natural gas. The Tennessee Facility
purchases its electricity from alocal utility. Historically, the local utility has had one of the lowest power ratesin the
country, however, infiscal 1999, 2000, and 2001 the Company experienced higher power costs under its power contract.
In 1995, the Company negotiated aten year contract at afavorable rate with the local utility. The Harriman, Tennessee
areais served by only onegaspipeline. Natural gascost increased significantly at theend of fiscal 2000 and throughout
most of fiscal 2001. Currently, the Tennessee Facility does not have adirect interconnect with this pipelineso all gasfor
the plant must be purchased through aL ocal Distribution Company (“LDC”). Thus, the Company must pay thewellhead
price plustransportation charges and the LDC mark up. The Company believes this premium adds approximately $1 per
ton to the Tennessee Facility’ s cost structure. (Thisis not an uncommon arrangement throughout the industry.)
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Environmental Matters

Like othersin the industry, the Company’s minimill isrequired to control the emission of dust fromitselectric arc
furnaces, which contains, among other contaminants, lead, cadmium, and chromium, which are considered hazardous.
The Company issubject to various Federal, state and local laws and regulations, including, among others, the Clean Air
Act, the 1990 Amendments, the Resource Conservation and Recovery Act, the Clean Water Act and the Louisiana
Environmental Quality Act, and the regulations promulgated in connection therewith, concerning the discharge of
contaminants that may be emitted into the environment including into the air, and discharged into the waterways, and
thedisposal of solid and/or hazardouswaste such aselectric arc furnacedust. The Company hasafull-timemanager who
is responsible for monitoring the Company’ s procedures for compliance with such rules and regul ations. The Company
does not anticipate any substantial increase in its costs for environmental compliance or that such costs will have a
material adverseeffect onthe Company’ scompetitive position, operationsor financial condition. Intheevent of arelease
or discharge of ahazardous substance to certain environmental media, the Company could be responsible for the costs
of remediating the contamination caused by such arelease or discharge.

The Company plans to close two storm water retention ponds at the Louisiana Facility. The Company has
conducted an analysis of the sediments of these ponds consistent with the sampling plan approved by the Louisiana
Department of Environmental Quality (the“LDEQ"). Pursuant to the sampling plan, analysisin support of apetition for
clean closure of the units has been submitted. The analysis concludesthat pond sampleresultsfor indicator parameters
are not significantly different from background samples and additional closure efforts are not necessary. In addition, a
relevant LDEQ guidance which was promulgated since the submission of the sampling plan provides screening
standards for the eval uation of the significance of reported concentrations of various contaminants in environmental
media. The Risk Evaluation/Corrective Action Program (“RECAP") was promulgated in December 1998. The pond
sediment concentrations were below the relevant screening standards. Based on the data analysis and the recently
promulgated RECAP, the Company believes that even if LDEQ requires some additional risk assessment, focused
remediation, or both, the costs will not be material.

The Resource Conservation and Recovery Act regulates, among other plant operations, the management of
emission dust from electric arc furnaces. The Company currently collects the dust resulting from its melting operation
through an emissions control system and recyclesit through an approved high temperature metals recovery firm. The
dust management costs were approximately $1.1 million, $1.1 million, and $0.9 million in fiscal 2002, 2001, and 2000,
respectively.

TVSC, theprior ownersof the Tennessee Facility, entered into aConsent Agreement and Order (“the TV SC Consent
Order”) with the Tennessee Department of Environment and Conservation under its voluntary clean-up program. The
Company, in acquiring the assets of TV SC, entered into a Consent Agreement and Order (“the Bayou Steel Consent
Order”)with the Tennessee Department of Environment and Conservation, whichissupplemental to the previous TV SC
Consent Order and does not affect the continuing validity of the TV SC Consent Order. The ultimateremedy and clean-up
goals will bedictated by theresults of human health and ecol ogical risk assessment which are componentsof arequired,
structured investigative, remedial, and assessment process. As of September 30, 2002, investigative, remedial, and risk
assessment activitieshaveresultedin cumulativeexpendituresof approximately $1.4 millionwithan estimated $0.5million
remaining to complete the remediation.

In fiscal 1999, the Louisiana Facility became certified to the 1ISO 14001 management standard. The ISO 14001
standard for environmental management is a voluntary management system whereby companies undergo rigorous
independent audits to meet some of the world’ s strictest standards. The Company was the first United States minimill
to receive the | SO 14001 certification.

The Company believesitisin compliance, in all material respects, with applicable environmental requirementsand
that the cost of such continuing compliance is not expected to have a material adverse effect on the Company’s
competitive position, operations or financial condition, or cause a material increase in currently anticipated capital
expenditures. Asof September 30, 2002 and 2001, |oss contingencieshavebeen accruedfor certain environmental matters
and the Company believes that this amount is not material. It is reasonably possible that the Company’s recorded
estimates of its obligations may changein the near term.



The Company’s future expenditures for installation of environmental control facilities are difficult to predict.
Environmental legislation, regulations, and related administrative policies are continuously modified. Environmental
issues areal so subject to differing interpretationshby theregulated community, theregul ating authorities, and thecourts.
Consequently, it isdifficult to forecast expenditures needed to comply with future regulations. Therefore, at thistime,
the Company cannot estimate those costs associated with compliance and the effect of the upcoming regulations will
have onthe Company’ scompetitive position, operations, or financial condition. Infiscal 2002, the Company had minimal
capital spending on environmental programs and expects to have minimal spending again in fiscal 2003. There can be
no assurance that material environmental liabilities will not be incurred in the future or that future compliance with
environmental laws (whether those currently in effect or enacted in the future) will not require additional expenditures
or require changes to current operations, any of which could have a material adverse effect on the Company’s results
of operationsand financial condition. See“Management’ s Discussion and Analysisof Financial Condition and Results
of Operations.”

Safety and Health Matters

The Company is subject to various regulations and standards promulgated under the Occupational Safety and
Health Act. These regulations and standards are administered by OSHA, and constitute minimum requirements for
employee protection and health. It isthe Company’ s policy to meet or exceed these minimum requirementsin all of the
Company’s safety and health policies, programs, and procedures.

The Company knows of no material safety or health issues.
Employees

As of September 30, 2002, the Company had 488 employees, 124 of whomwere salaried office, supervisory and sales
personnel, and 364 were hourly employees. Approximately 350 are covered by labor contracts. The Company believes
its relations with employees to be good.
Item 2. Properties

TheCompany’ sprincipal operating propertiesarelistedinthetablebel ow. The Company believesthatitsproperties

and warehouse facilities are suitable and adequate to meet its needs. In order to improve customer service beyond
current levels or to distribute additional capacity, improvements and/or additional warehouse space would be needed.

L ocation Property
LaPlace, LouiSiana. « -« «vvvveeneeennneennnn. Approximately 287 acres of land, including a shredder, melt shop,

rolling mill, related equipment, a 75,000 square foot warehouse, and
dock facilities situated on state-leased water bottom in the
Mississippi River under a45-year lease with 35 years remaining.

Harriman, Tennessee ...................... Approximately 198 acres of land, 175,000 square feet of steel mill
buildings,including a39,600 squarefoot warehouse, arollingmill, and
related equipment.

Chicago, lIlinGis ... Approximately 7 acres of land, a dock on the Calumet River, and
buildings, including a 100,000 sguare foot warehouse.

Tulsa, Oklahoma .......................... 63,500 square foot warehouse facility with a dock on the Arkansas
River system. Located on land under along-term lease. The original
term of the lease was from April 1, 1989 through March 31, 1999; the
Company isinthefirst of two 10-year renewal optionsthrough March
31, 2019.



Pittsburgh, Pennsylvania ................... 253,200 squarefoot |eased warehousefacility with adock on the Ohio
River. The amended term of the lease is from October 15, 1998 to
October 31, 2007; the Company has two 5-year renewal options
through October 31, 2017.

Louden County, TENNESSEE .+ .- vvvvrrvnnnn. Approximately 25 acres of undeveloped land along the Tennessee
River, available for future use as a stocking location.

Item 3. Legal Proceedings

The Company is not involved in any pending legal proceedingswhich involve claimsfor damages exceeding 10%
of its current assets. The Company is not a party to any material pending litigation which, if decided adversely, would
have a significant impact on the business, income, assets, or operation of the Company, andthe Company isnot aware
of any material threatened litigation which might involve the Company. See also “—Environmental Matters’ and
“—Safety and Health Matters,” included el sewhere herein and the Footnotesto the Company’ s Consolidated Financial
Statementsincluded in its 2002 Annual Report.

Item 4. Submission of Mattersto a Vote of Security Holders

No matters were submitted to avote of security holdersduring the fourth quarter of fiscal year ended September
30, 2002.

PART Il

Item 5. Market for Registrant’s Class A Common Stock and Related Stockholder Matters

Market I nformation and Stock Price

The Class A Common Stock of the Company istraded on the American Stock Exchange (AM EX) under the symbol
BYX. The approximate number of stockholders of record on November 15, 2002 was 311. In addition, there are
approximately 2,000 shareholderswhose stock isheldin street name. The stock hasbeentrading since July 27, 1988. The
closing price per share on November 30, 2002 was $0.17. The following tables set forth the high and low sales prices
for the periods indicated.

Sales Price Per Share

Fiscal Year 2002 Fiscal Year 2001

High Low High Low
October-December .........ccovviiiinnennn.. $ 0750 $ 0300 $ 1625 $ 0563
January-March. ... 0.940 0.400 1130 0.625
April-dune . ... 1.000 0520 1.500 0.600
July-September ... 0.650 0.270 1.100 0.600

Thereisno public trading market for the Class B Common Stock and the Class C Common Stock.
Dividends

TheCompany’ sability to pay dividendsto ClassA Common Stock stockholdersis subject torestrictive covenants
under the Indenture pursuant to which the Company’ sfirst mortgage notes due 2008 were issued, and the Company’s
line of credit. See “Notes 6 and 7 of the Consolidated Financial Statements” included in the Company’s 2002 Annual
Report.



Item 6. Selected Financial Data
Set forth below is selected consolidated financial information for the Company.

SELECTED FINANCIAL INFORMATION
(dollarsin thousands except per share data)

Asof and For Years Ended September 30,

2002 2001 2000 1999 1998
INCOME STATEMENT DATA:

NetSales ... $142,134 $ 140,447 $ 202,498 $ 206,373 $ 253,881
CostofSales ... 150,340 156,900 191,608 180,797 213,732
GrossMargin . .....oviiii (8,206) (16,453) 10,890 25,576 40,149
Impairment Loss on Long-lived Assets ........... 6,603 — — — —
Selling, General and Administrative .. ............ 6,653 6,837 7,051 7,155 6,219
Operating INcOMe (LOSS) . ... ov v (21,462) (23,290) 3,839 18,421 33,930
Interest EXPense .. .......vuiiieniaan.n (11,727) (11,269) (11,388) (11,036) (9,229)
Interestincome . ............. .. ... ... ... 16 374 1,501 1,437 1,251
Miscellaneous . ... 208 66 471 528 (1,300)
Income (Loss) Before Income Tax

and Extraordinary Item ..................... (32,965) (34,119) (5,577) 9,350 24,652
Provision (Benefit) for Income Tax ............. 7,682 — — 3,273 (10,954)
Income (Loss) Before Extraordinary Item . ........ (40,647) (34,119) (5,577) 6,077 35,606
Extraordinary Item . ........... ... ... ... — — — — (5,507)
Net Income (LOSS) . ..o oo e e $ 40647) $(34119) $ (5577) $ 6,077 $ 30,099M
Income (loss) per Common Share

BasiC ... $ (815 $ (265 $ (043 $ 047 $ 2.00

Diluted. ... (3.15) (2.65) (0.43) 0.44 1.88

BALANCE SHEET DATA:

Working Capital . .......... ... .. i $ (80,525)@ $ 63,393 $ 98,107 $ 106,321 $ 106,626
Total ASSELS .. ..o 177,176 206,990 243,259 248,550 249,778
Total Debt . ... 127,051@ 119,242 119,127 119,013 118,899
Common Stockholders’ Equity ................. $ 20,674 $ 61,970 $ 96,090 $ 103,417 $ 97,340

@ Infiscal 1998 income (loss) applicable to common shares after dividends accrued and accretion on preferred stock
and aloss on the redemption of the preferred stock in 1998 was $1.2 million.

@ Infiscal 2002, $127 million of debt was classified asa current liability due to an existing default under certain debt
agreements. See “Notes 1, 6, and 7 of the Consolidated Financial Statements” included in the Company’s 2002
Annual Report.

Item 7. Management’ s Discussion and Analysis of Financial Condition and Results of Operations

Therequirementsto satisfy thisitemareincorporated by referencetothe” Management’ sDiscussionand Analysis’
section of the Company’s 2002 Annual Report.

Item 7A. Quantitative and Qualitative Disclosure About Market Risk

The Company isexposed to certain market risksthat are inherent in financial instruments arising from transactions
that are entered into in the normal courseof business. The Company does not enter into derivativefinancial instrument
transacti ons to manage or reduce market risk, except for itsforward commitmentsto purchase aportion of itsnatural gas
requirements, or for specul ative purposesbut issubject tointerest raterisk onitslong-termfixedinterest rate $120 million
First Mortgage Notes (the “Notes”). The forward gas purchase commitments provide afixed purchase price whereby
the Company purchasesgasat aratethat could differ from spot rates during the period of purchase. Therevolving credit
facility hasavariableinterest rate which reducesthe potential exposure of interest rate risk from acash flow perspective.



There are no scheduled principal payments under the Notes prior to the maturity date. However, all or some of the
Notes may be redeemed at apremium after May 15, 2003. Assuming ahypothetical 10% adverse changeininterest rates,
with no changein the average or outstanding amounts of long-term debt, thefair value of the Company’ sfixed rate debt
would decrease by approximately $1 million. However, the market price for the Company’s debt is also influenced by
other factors such as, credit worthiness, liquidity, financial condition, industry conditions, etc. This amount was
determined by considering the impact of the hypothetical changeininterest rateson the Company’ s cost of borrowing.
The analysis does not consider the effects of the reduced level of overall economic activity that could existin such an
environment. Further, in the event of a change of such magnitude, management would likely take actions to further
mitigateitsexposureto the change. However, dueto the uncertainty of the specific actionsthat would betaken and their
possible effects, the sensitivity analysis assumes no changes in the Company’ s financial structure.

Item 8. Financial Statements and Supplementary Data

Thefinancial statement and supplementary datainformation required by thisitem are incorporated by reference
to the “Consolidated Financial Statements’ and “Footnotes to Consolidated Financial Statements” sections of the
Company’s 2002 Annual Report.

Item 9. Disagreements on Accounting and Financial Disclosure

None.

PART Il

Item 10. Directors and Executive Officers

Information regarding Directors and Executive Officers is incorporated by reference to the Company’s Proxy
Statement for the 2003 Annual Meeting of Stockholders.

Item 11. Executive Compensation

Information regarding executive compensation is incorporated by referenceto the Company’ sProxy Statement
for the 2003 Annual Meeting of Stockholders.

Item 12. Ownership of Certain Beneficial Ownersand Management
Information regarding the beneficial ownership of the Company’s common stock as of December 31, 2002 by
certain beneficial owners and management isincorporated by reference to the Company’ s Proxy Statement for the 2003

Annual Meeting of Stockholders.

Item 13. Certain Relationships and Related Transactions

Information regarding certain relationships and related transactions is incorporated by reference to the
Company’s Proxy Statement for the 2003 Annual Meeting of Stockholders.

PART IV
Item 14. Exhibits, Financial Statement Schedules, and Reports on Form 8-K
(@ (1) Financial Statements
The Consolidated Financial Statements are incorporated herein by reference to the Company’s 2002 Annual

Report to Stockholders and the Report of Independent Auditors relating to the Consolidated Financial Statements and
Notes thereto.
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(2) Financial Statement Schedules 10-K Page

Certificationsbhy CEO @and CFO . ... ...ttt e e e i e s 14,15
Report of Independent Auditors RelatingtoSchedule ............. .. ..o i, 16
Schedule Il Valuation and Qualifying Accounts for the three years

in the period ended September 30, 2002 . . .. ...ttt 17

Schedules not listed above are omitted because of the absence of conditions under which they are required or
because the required information isincluded in the Consolidated Financial Statements submitted.

(3) Exhibits
Number Exhibit

31 Restated Certificate of Incorporation of the Company (incorporated by referenceto the Company’ squarterly
report on Form 10-Q for the quarter ended March 31, 1996).

32 Amended Restated By-laws of the Company (incorporated herein by reference to the Company’ s quarterly
report on Form 10-Q for the quarter ended March 31, 2000).

4.1 Specimen Certificatefor Class A Common Stock (incorporated herein by referenceto Registration Statement
on Form S-1 (No. 33-10745)).

42 Indenture (including form of First Mortgage Note and Subsidiary Guarantee between each recourse

subsidiary of the Company and the Trustee), dated May 22, 1998, between the Company, Bayou Steel
Corporation (Tennessee) (“BSCT"), River Road Realty Corporation (“RRRC") and Bank One (formerly First
National Bank of Commerce), astrustee (the“ Trustee”) (incorporated by referenceto Registration Statement
on Form S-4 (No. 333-58263)).

43 Mortgage and Collateral Assignment of Leases granted by the Company and RRRC to the Trustee, dated
as of May 22, 1998 (incorporated by reference to Registration Statement on Form S-4 (No. 333-58263)).

44 Security Agreement, dated May 22, 1998, between the Company and the Trustee (incorporated by reference
to Registration Statement on Form S-4 (No. 333-58263)).

45 Security Agreement, dated May 22, 1998, between RRRC and the Trustee (incorporated by reference to
Registration Statement on Form S-4 (No. 333-58263)).

46 Intercreditor Agreement, dated as of May 22, 1998, between the Trustee and The Chase Manhattan Bank, as

agent under the Amended and Restated Credit Agreement (incorporated by reference to Registration
Statement on Form S-4 (No. 333-58263)).

47 Credit Agreement dated as of April 18, 2001, among the Company, and Congress Financial Corporation
(Southwest) (incorporated by reference to the Company’s Quarterly Report on Form 10-Q for the quarter
ended June 30, 2001).

48 Security Agreement dated as of June 28, 1989, as amended and restated through May 22, 1998, among the
Company, the lenders named in the Credit Agreement, and The Chase Manhattan Bank, as agent.
49 Stock Purchase Agreement dated August 28, 1986, between BSAC and the purchasers of the Company’s

Class A Common Stock and Preferred Stock (incorporated herein by reference to Post-Effective Amendment
No. 1to Registration Statement on Form S-1 (No. 33-10745)).
4.10 Stock Purchase Agreement dated August 28, 1986, between BSAC and RSR, the sole purchaser of the
Company’s Class B Common Stock (incorporated herein by referenceto Registration Statement on Form S-1
(No. 33-22603)).
411 Stock Purchase Agreement dated August 28, 1986, between BSAC and Allen & Company, Incorporated
(incorporated herein by reference to Registration Statement on Form S-1 (No. 33-22603)).
412 Subsidiary Guarantee, dated as of May 22, 1998, between BSCT, RRRC and The Chase Manhattan Bank
(incorporated by reference to the Company’ s Annual Report on Form 10-K for the year ended September 30,
1999 (No. 33-22603)).
101 Employment L etter dated July 26, 1988, between Howard M. Meyers and the Company (incorporated herein
by reference to Post-Effective Amendment No. 1 to Registration Statement on Form S-1 (No. 33-10745)).
10.2 Warehouse (Stocking Location) L eases.
0] Restated lease agreement dated October 15, 1998 between the Company and L eetsdale Industrial 11,
Leetsdale, Pennsylvania, and the First Amendment thereto dated October 15, 1998.
(i)  Catoosa, Oklahoma (incorporated herein by reference to the Company’s Quarterly Report onForm
10-Q for the quarter ended June 30, 1989).
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103

104

105

106

10.7

131
231

Incentive Compensation Plan for Key Employees dated March 3, 1988 (incorporated herein by reference to
the Company’s Annual Report on Form 10-K for the year ended September 30, 1991).

1991 Employees Stock Option Plan dated April 18, 1991 with technical amendments (incorporated herein by
reference to Post-Effective Amendment No. 4 to Registration Statement on Form S-1 (No. 33-10745)).
Pension Plan for Bargained Employeesand the Employees Retirement Plan (incorporated herein by reference
to Post-Effective Amendment No. 5 to the Company’ s Registration Statement on Form S-1 (No. 33-10745)).
Labor Agreement between the Company and the United Steelworkers of America AFL-CIO-CIC, dated
October 18, 1999 (incorporated by reference to the Company’s Annual Report on Form 10-K for the year
ended September 30, 1999 (No. 33-22603)).

Labor Agreement between BSCT and the United Steelworkers of America AFL-CIO, dated May 17, 1997
(incorporated by referenceto the Company’ s Annual Report on Form 10-K for the year ended September 30,
1999 (No. 33-22603)).

Annual Report filed with this report.

Consent of Ernst & Young LLP.

() Reportson Form 8-K

The Company filed aForm 8-K, dated November 15, 2002. Reporting under Item 2 theinvocation of the 30-day
grace period to pay itssemi-annual interest payment due November 15, 2002 under its First Mortgage Notes.

The Company filed a Form 8-K, dated December 16, 2002. Reporting under Item 2 that it did not make its
scheduled semi-annual interest payment due under its First Mortgage Note.



SGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant hasduly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

BAayou STteeL CORPORATION

By /sl HOWARD M. MEYERS
Howard M. Meyers
Chairman of the Board and

Chief Executive Officer

Pursuant to the requirements of the Securities Act of 1934, this report has been signed below by the following
persons on behalf of the registrant and in the capacities on the date indicated.

Signature Title Date
/sl HOWARD M. MEYERS Chairman of the Board, Chief January 10, 2003
Howard M. Meyers Executive Officer and Director
/sl JERRY M. PITTS President, Chief Operating January 10, 2003
Jerry M. Pitts Officer and Director
/sl RICHARD J. GONZALEZ Vice President, Chief Financial January 10, 2003
Richard J. Gonzalez Officer, Treasurer and Secretary
/sl ALBERT P. LOSPINOSO Director January 10, 2003
Albert P. Lospinoso
/sl ROBERT E. HEATON Director January 10, 2003
Robert E. Heaton
/sl RoBERT W. SINGER Director January 10, 2003

Robert W. Singer
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I, Howard M. Meyers, certify that:

1

2.

| have reviewed this annual report on Form 10-K of Bayou Steel Corporation;

Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this annual report;

Based on my knowledge, the financial statements, and other financial information included in thisannual report,
fairly present in all material respectsthefinancial condition, resultsof operationsand cash flowsof theregistrant
as of, and for, the periods presented in this annual report;

Theregistrant’ sother certifying officer and | areresponsiblefor establishing and maintaining disclosure controls
and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and we have:

a) designed such disclosure controls and procedures to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this annual report is being prepared;

b) evaluated theeffectivenessof theregistrant’ sdisclosurecontrolsand proceduresasof adatewithin 90 days
prior to thefiling date of thisannual report (the “Evaluation Date”); and

c) presented in this annual report our conclusions about the effectiveness of the disclosure controls and
procedures based on our evaluation as of the Evaluation Date;

The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation, to the
registrant’ s auditors and the audit committee of registrant’s board of directors:

a) al significant deficiencies in the design or operation of internal controls which could adversely affect the
registrant’s ability to record, process, summarize and report financial data and have identified for the
registrant’ s auditors any material weaknessesin internal controls; and

b) any fraud, whether or not material, that involves management or other employeeswho have asignificant role
in theregistrant’ sinternal controls; and

The registrant’s other certifying officer and | have indicated in this annual report whether or not there were
significant changes in internal controls or in other factors that could significantly affect internal controls
subsequent to the date of our most recent eval uation, including any corrective actionswith regard to significant
deficiencies and material weaknesses.

Date: January 10, 2003 /s/ HOWARD M. MEYERS

Howard M. Meyers
Chairman of the Board and
Chief Executive Officer
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I, Richard J. Gonzalez, certify that:

1

2.

| have reviewed this annual report on Form 10-K of Bayou Steel Corporation;

Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this annual report;

Based on my knowledge, the financial statements, and other financial information included in thisannual report,
fairly present in all material respectsthefinancial condition, resultsof operationsand cash flowsof theregistrant
as of, and for, the periods presented in this annual report;

Theregistrant’ sother certifying officer and | areresponsiblefor establishing and maintaining disclosure controls
and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and we have:

a) designed such disclosure controls and procedures to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this annual report is being prepared;

b) evaluated theeffectivenessof theregistrant’ sdisclosurecontrolsand proceduresasof adatewithin 90 days
prior to thefiling date of thisannual report (the “Evaluation Date”); and

c) presented in this annual report our conclusions about the effectiveness of the disclosure controls and
procedures based on our evaluation as of the Evaluation Date;

The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation, to the
registrant’ s auditors and the audit committee of registrant’s board of directors:

a) al significant deficiencies in the design or operation of internal controls which could adversely affect the
registrant’s ability to record, process, summarize and report financial data and have identified for the
registrant’ s auditors any material weaknessesin internal controls; and

b) any fraud, whether or not material, that involves management or other employeeswho have asignificant role
in theregistrant’ sinternal controls; and

The registrant’s other certifying officer and | have indicated in this annual report whether or not there were
significant changes in internal controls or in other factors that could significantly affect internal controls
subsequent to the date of our most recent eval uation, including any corrective actionswith regard to significant
deficiencies and material weaknesses.

Date: January 10, 2003 /s/ RICHARD J. GONZALEZ

Richard J. Gonzalez
Vice President, Chief Financial Officer,
Secretary, and Treasurer
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REPORT OF INDEPENDENT AUDITORS

To the Board of Directors and Stockholders
of Bayou Steel Corporation

We have audited the consolidated financial statements of Bayou Steel Corporation as of September 30, 2002 and
for theyear then ended (fiscal 2002) included inthe Company’ sannual report to stockholdersincorporated by reference
in this Form 10-K, and have issued our report thereon dated December 16, 2002 except for Note 7 as to which the date
isJanuary 7, 2003. Our audit also included the accompanying schedul e of val uation and qualifying accounts (financial
statement schedule) for the year ended September 30, 2002. This schedule is the responsibility of the Company’s
management. Our responsibility is to express an opinion based on our audit. The Company’s consolidated financial
statements and rel ated schedul es of val uation and qualifying accountsfor the years ended September 30, 2001 and 2000
(fiscal 2001 and 2000) were audited by other auditors who have ceased operations and whose report dated November
9, 2001 indicated that such schedules for fiscal 2001 and 2000 fairly state, in all material respects, the financial data
required to be set forth therein in relation to the Company’ s basic consolidated financial statementstaken asawhole.

In our opinion, the fiscal 2002 financial statement schedule referred to above, when considered in relation to the
basic financial statementstaken asawhole, present fairly in all material respectsthe information set forth therein. The
fiscal 2002 financial statement schedule does not include any adjustments to reflect the possible future effects on the
recoverability and classification of assetsor theamountsand classification of liabilitiesthat may result from the outcome
of the uncertainty regarding the Company’s ability to continue as a going concern.

Emst & Young LLP

New Orleans, Louisiana
January 7, 2003
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SCHEDULE Il VALUATION AND QUALIFYING ACCOUNTS

FOR THE YEARSENDED SEPTEMBER 30, 2002, 2001, AND 2000

Balance at Additions Balance
Beginning of Charged to at end of
Description Period Expenses Other(1) Period
September 30, 2002
Allowance for doubtful accounts .............. $ 985264 $ 149499 $ (600866) $ 533897
Provision for plant turnaround ................ $ 1807343 $ 2567556 $ (1430316) $ 2944583
September 30, 2001
Allowance for doubtful accounts .............. $ 521619 $ 463645 $ — $ 985264
Provision for plant turnaround ................ $ 295206 $ 2596319 $ (1.084182) $ 1807343
September 30, 2000
Allowance for doubtful accounts .............. $ 551101 $ (29482 $ — $ 521619
Provision for plant turnaround ................ $ 1228230 $ 27555%6 $ (36886200 $ 295206

(1) (Write-offs)/recoveries of uncollectible accounts receivable.

Decreases to the provision for plant turnaround representing actual spending.
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