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PART | - FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS

BAYOU STEEL CORPORATION

CONSOL IDATED BALANCE SHEETS

ASSETS
(Unaudited) (Audited)
March 31, September 30,
2001 2000
CURRENT ASSETS:
Cash $ 7232950 $ 17,446,189
Receivables, net of allowance for doubtful accounts 20,873,212 22531,235
Inventories 64,892,468 79,083,257
Deferred income taxes and other 7933476 7.087.94
Total current assets 100,932,106 126,148,635
PROPERTY, PLANT AND EQUIPMENT:
Land 3,790,399 3,790,399
Machinery and equipment 158,358,798 153,361,698
Plant and office building 24937114 24,876,420
187,086,311 182,028,517
Less-Accumulated depreciation (72.978,048) (69.510,501)
Net property, plant and equipment 114,108,263 112518016
DEFERRED INCOME TAXES 2,058,887 2,058,887
OTHER ASSETS 2,622,765 2,533,510
Total assets $ 219722021 $ 243259048

The accompanying notes are an integral part of these consolidated statements.
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BAYOU STEEL CORPORATION

CONSOL IDATED BALANCE SHEETS

LIABILITIESAND STOCKHOLDERS EQUITY

CURRENT LIABILITIES:
Accounts payable
Interest payable
Accrued liabilities
Total current ligbilities
LONG-TERM DEBT
COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS EQUITY:
Common stock, $.01 par value -
Class A: 24,271,127 authorized and 10,619,380
outstanding shares
ClassB: 4,302,347 authorized and 2,271,127
outstanding shares
ClassC: 100 authorized and outstanding shares

Total common stock

Paid-in capital
Retained earnings

Total common stockholders' equity

Total liabilities and common stockholders' equity

(Unaudited)
March 31,
2001

$ 14505064
4,275,000
4,868,159

23,648,223

119,184,453

106,194

22,711
1

128,906

46,045,224
30,715215

76,889,345

$ 219722021

(Audited)
September 30,
2000

106,194

22,711
1

128,906

46,045,224
49,915,682

96,089,812

$ 243259048

The accompanying notes are an integral part of these consolidated statements.
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NET SALES

COST OF SALES

GROSSMARGIN

SELLING, GENERAL AND
ADMINISTRATIVE

OPERATING INCOME (LOSS)

OTHER INCOME (EXPENSE):
Interest expense
Interest income
Miscellaneous

INCOME (LOSS) BEFORE
INCOME TAX

PROVISION FOR
INCOME TAX

NET INCOME (LOSS)

BAYOU STEEL CORPORATION

CONSOL IDATED STATEMENTS OF OPERATIONS

WEIGHTED AVERAGE COMMON

SHARES OUTSTANDING:
Basic
Diluted

NET INCOME (LOSS) PER
COMMON SHARE:
Basic
Diluted

The accompanying notes are an integral part of these consolidated statements.

(Unaudited)
Three Months Ended Six Months Ended
March 31, March 31,
2001 2000 2001 2000
$ 38,670,829 $ 55466,736 $ 73573733 $ 107,853,358
44,931,638 51,206,379 84,316,343 98,258,308
(6,260,809) 4,260,357 (10,742,610) 9,595,050
1,668,237 1,786,453 3.323.3% 3,602,047
(7.929,046) 2473904 (14,066,004) 5,993,003
(2,850,000 (2,847,210) (5,691,122 (5,697,210)
124,780 428,208 330,052 784,918
105,012 102,472 226,607 167,126
(2,620.208) (2,316,530) (5.134.463) (4,745,166)
(10,549,254) 157,374 (19,200,467) 1,247,837
— 55,080 — 436,742
$ (10,549.254) $ 102,294 $ (19,200.467) $ 811,095
12,890,607 12,390,607 12,890,607 12,390,607
12,890,607 13,713,029 12,890,607 13,713,029
$ (.82) $ 01 $ (1.49) $ .06
$ (.82) $ 01 $ (1.49) $ .06
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BAYOU STEEL CORPORATION

CONSOLIDATED STATEMENTSOF CASH FLOWS

(Unaudited)
Six Months Ended
March 31,
2001 2000
CASH FLOWS FROM OPERATING ACTIVITIES:

Net income (loss) $ (19,200,467) $ 811,095

Depreciation 3,970,034 4,623,385

Amortization 245,996 239,309

Provision for lower of cost or market inventory reserve 1,050,000 —

Provision for (reduction in) losses on accounts receivable (96,013) 97,755

Deferred income taxes — 340,742

Changesin working capital:

Decrease (increase) in receivables 1,754,036 (3,780,847)
Decrease (increase) ininventories 13,140,789 (5,444,948)
(Increase) in prepaid expenses (845,522) (1,050,610)
(Decrease) in accounts payable (5,076,289) (1,982,407)

Increase in interest payable
and accrued liabilities 682,609 1457,169
Net cash (used in) operations (4.374,827) (4,689,357)

CASH FLOWS FROM INVESTING ACTIVITIES:

Purchases of property, plant and equipment 5.560,281) (3.805,883)
CASH FLOWS FROM FINANCING ACTIVITIES:

Debt issue and other costs (278,131) —
NET (DECREASE) IN CASH (10,213,239) (8,495,240)
CASH, beginning balance 17,446,189 31,001,309
CASH, ending balance 7,232,950 22,596,069
SUPPLEMENTAL CASH FLOW DISCLOSURES

Cash paid during the period for:

Interest (net of amount capitalized) $ 5691122 $ 5697210
Income taxes $ — $ 96,000

The accompanying notes are an integral part of these consolidated statements.
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BAYOU STEEL CORPORATION
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2001

(Unaudited)

1 BASISOF PRESENTATION

The accompanying unaudited interim consolidated financial statements have been prepared pursuant to the
rules and regulations of the Securities and Exchange Commission (“SEC”). Certain information and note disclosures
normally included in annual financial statements prepared in accordance with generally accepted accounting principles
have been condensed or omitted pursuant to thoserulesand regul ations. However, all adjustments, which, intheopinion
of management, are necessary for fair presentation have been included except adjustments related to inventory. The
inventory valuations as of March 31, 2001 arebased onlast-in, first-out (“L1FO”) estimatesof year-end level sand prices.
The actual LIFO inventorieswill not be known until year-end quantities and indices are determined. It is suggested that
these consolidated financial statements be read in conjunction with the consolidated financial statements and notes
thereto included in the Company's Annual Report on Form 10-K filed withthe SEC asof and for the year ended September
30, 2000.

The accompanying consolidated financial statements include the accounts of Bayou Steel Corporationandits
wholly-owned subsidiaries (the* Company”) after elimination of all significant intercompany accountsand transactions.
Theresults for the six months ended March 31, 2001 are not necessarily indicative of the results to be expected for the
fiscal year ending September 30, 2001.

The Company currently utilizes the accrue in advance method of accounting for periodic planned major
maintenance activities (plant turnaround cost). Asistypical intheindustry, certain major maintenanceitemsrequirethe
shutdown of an entire facility or a significant portion of a facility to perform periodic overhauls and refurbishment
activities necessary to sustain production. The Company accrues aliability for the estimated amount of these planned
shutdowns. As of March 31, 2001 and September 30, 2000, $0.8 million and $0.3 million, respectively, was included in
accrued liabilities in the accompanying consolidated balance sheets related to planned future plant turnaround cost.

2 INVENTORIES
Inventories consist of the following:
(Unaudited) (Audited)
March 31, September 30,
2001 2000
Steel scrap $ 1341373 $ 3549668
Billets 8,174,105 13,237,357
Finished product 43,279,708 51,174,618
LIFO adjustments 1,211,253 592,655
54,006,439 68,554,298
Operating supplies 10,886,029 10,528,959
$ 64892468 $ 79083257

During the three months ended December 31, 2000, the Company recorded approximately $1 millionin lower of
LIFO cost or market reserves. As of March 31, 2001 and September 30, 2000, $3.9 million and $2.9 million, respectively,
of such reserves areincluded as reductions of finished product inventory.
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3 LONG-TERM DEBT

The Company has $120 million of first mortgage notes bearing interest at 9.5% (9.65% effective rate) due 2008
with semiannual interest paymentsdueMay 15 and November 15 of each year. Thenoteswereissued at adiscount which
is being amortized over the life of the notes using the straight line method which does not materially differ from the
interest method. The notes are a senior obligation of the Company, secured by afirst priority lien, subject to certain
exceptions, on certain existing and future real property, plant and equipment.

4) SHORT-TERM BORROWING ARRANGEMENT

Asof March 31, 2001, the Company maintained aline of credit agreement with an original amount available of
$40 million, secured by accountsreceivableandinventories, and used for general corporate purposes. No amountshave
been drawn under theline of credit sinceit was established in 1998. Asaresult of recent financial |osses, as of December
31, 2000, the Company wasin technical default of a financial ratio covenant of the agreement and, in the second fiscal
quarter, received awaiver of thisdefault. Theevent of default does not impact any debt covenants under the Company’s
first mortgage notes. The waiver provided relief through April 15, 2001 and limited the amount available to $10 million.

Subsequent to March 31, 2001, the Company entered into anew line of credit agreement with another lender.
The terms of the agreement call for available borrowings up to $50 million, including outstanding letters of credit, using
aborrowing base of accounts receivable and inventory. Based on the borrowing base criteria, the net amount available
at inception of the agreement was $40 million. The agreement hasaterm of five years, is secured by accountsreceivable
and inventory and bearsinterest at the London Interbank Borrowing Rate plus apercentage based on excess availability
under the agreement ranging from 2% to 2.5%. The terms of the agreement require the Company to maintain a minimum
net worth, asdefined, when excessavail ability islessthan $20 million. Asof May 8, 2001, there wereno borrowingsunder
the agreement.

5 CONDENSED CONSOL IDATING FINANCIAL STATEMENTS

Bayou Steel Corporation (Tennessee) and River Road Realty Corporation (collectively the “guarantor
subsidiaries’), which arewholly-owned by and which compriseall of thedirect and indirect subsidiariesof the Company,
fully and unconditionally guarantee the first mortgage notes on ajoint and several basis. The indenture governing the
first mortgage notes provides certain restrictions on the ability of the guarantor subsidiariesto make distributionsto the
Company. The following are condensed consolidating balance sheets as of March 31, 2001 and September 30, 2000 and
condensed consolidating statements of operationsfor the three months and six months ended March 31, 2001 and 2000
and condensed consolidating statementsof cash flowsfor the six monthsended March 31, 2001 and 2000 (in thousands).

Condensed Balance Sheets March 31, 2001 (Unaudited)
Guarantor

Parent Subsidiaries Eliminations Consolidated
CUrrent asSetS . .....ovvvrevneennennennnn. $ 115306 $ 2167 $ (36541) $ 100,932
Property and equipment, net ................ 88,034 26,074 — 114,108
Other noncurrentassets . ................... 13,268 195 (8.781) 4,682
Total @SSetS ... $ 216608 $ 48436 $ (45322 $ 219,722
Currentliabilities .......................... $ 20534 % 39655 $ (36541 $ 23,648
Long-termdebt ............ ... ... 119,185 — — 119,185
Equity ... 76.889 8.781 (8.781) 76.889
Total liabilitiesand equity ................ $ 216608 $ 48436 $  (45322) $ 219722
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September 30, 2000

Guarantor
Par ent Subsidiaries Eliminations Consolidated
Currentassets ... $ 131,08 $ 26,121 $  (3L,057) $ 126,149
Property and equipment, net ................ 89,653 22,865 — 112518
Other noncurrent assets . ................... 19,224 209 (14.841) 4592
Totalassets ......cooviiiiiiii $ 239962 $ 49195 $ (45898 $ 243,259
Current liabilities $ 24,745 $ 34,354 $  (3L,057) $ 28,042
L ong-term debt 119,127 — — 119,127
Equity 96,090 14841 (14.841) 96,090
Total liabilities and equity $ 239962 $ 49195 $ (45898 $ 243,259
Condensed Statements of Operations Three Months Ended March 31, 2001 (Unaudited)
Guarantor
Parent Subsidiaries Eliminations Consolidated
Netsales ..o $ 32,945 $ 9,418 $ (3,692 $ 38,671
Cost of sales and administrative expense . . . .. (38440 (11.852) 3,692 (46,600
Operatingloss .........ccovvviviiinnn... (5,495) (2,434 — (7,929)
Interest and other income (expense) ......... (5,04) (200) 2634 (2,620)
Netloss......covviviiii .t $ (10549 $ (2634 $ 2634 $ (10,549
Three Months Ended March 31, 2000 (Unaudited)
Guarantor
Parent Subsidiaries Eliminations Consolidated
NELSAIES « oottt $ 42478 $ 13,816 $ (827) $ 55,467
Cost of sales and administrative expense . .. .. (40173) (13.647) 827 (52,993)
Operatingincome ...............ccoo.... 2,305 169 — 2474
Interest and other income (expense) ......... (2148) (190 21 (2317)
Income (loss) beforeincometax . ............ 157 (21) 21 157
Provision forincometax.............coov... (55 — — (55)
Netincome (10SS) . .. vvvvvveeeeennns. $ 102 3 21) $ 21 $ 102
Six Months Ended March 31, 2001 (Unaudited)
Guarantor
Par ent Subsidiaries Eliminations Consolidated
NEtSAIES - o it $ 62,522 $ 18,970 $ (7,918) $ 73574
Cost of sales and administrative expense - . . .. (70,969) (24,589) 7918 (87,640
Operatingloss .................oooutt. (8,447) (5,619 — (14,066)
Interest and other income (expense) ......... (10,753) (440) 6,059 (5134
Netloss . ... $ (192000 $ (6059 $ 6,059 $ (19.200)
Six Months Ended March 31, 2000 (Unaudited)
Guarantor
Par ent Subsidiaries Eliminations Consolidated
Netsales ... $ 83,573 $ 25,107 $ (827) $ 107,853
Cost of sales and administrative expense . .. .. (77,743) (24,944) 827 (101,860)
Operatingincome .............c.covven... 5,830 163 — 5,993
Interest and other income (expense) ......... (4,582) (408) 245 (4,745)
Income (loss) beforeincometax ............. 1,248 (245) 245 1,248
Provisionforincometax..........coovvvun.. (437) — — (437)
Netincome (IoSS)........covvvvinennnn.. $ 811 $ (245 8 245 $ 811
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Condensed Statements of Cash Flows Six Months Ended March 31, 2001 (Unaudited)

Guarantor
Par ent Subsidiaries Eliminations Consolidated
Cash flows from operating activities:
NetlosS . ... $ (192000 $ (6,059 $ 6,059 $ (19,200)
Noncashitems .......................... 3,587 1,583 — 5170
Equity in losses of subsidiaries ........... 6,059 — (6,029) —
Changesinworking capital ............... 1427 8228 — 9.655
Net cash from operating activities ....... (8127 3,752 — (4.375)
Cash flows from investing activities:
Purchases of property and equipment ... .. .. (1,808) (3.752) — (5,560
Cash flows from financing activities:
Debt iSsUeCcost ....ovvviriiiaa (278) — — (278)
Netchangeincash ...................... (10,213) — — (10,213)
Cash, beginning of period .................. 17,446 — — 17,446
Cash,endof period ........................ $ 7233 $ — $ — $ 7,233
Six Months Ended March 31, 2000 (Unaudited)
Guarantor
Par ent Subsidiaries Eliminations Consolidated
Cash flows from operating activities:
Netincome (10SS) .. ....ovvvvevneinenn.s. $ 811 $ (245) $ 245 $ 811
Noncashitems .......................... 4533 768 — 5,301
Equity in losses of subsidiaries ........... 245 — (245) —
Changesinworking capital ............... (10,965 164 — (10,801)
Net cash from operating activities ....... (5,376) 687 — (4,689)
Cash flows from investing activities:
Purchases of property and equipment ... ... (3119) (687) — (3.806)
Netchangeincash ...................... (8,495) — — (8,495)
Cash, beginning of period .................. 31,091 — — 31,091
Cash,endof period . ..........coooviinnnn. $ 25% $ — $ — $ 2259

6) INCOME TAXES

As of March 31, 2001, for tax purposes, the Company had net operating loss carryforwards (“NOLS") of
approximately $130 million available to utilize against regular taxable income. The NOLs will expire in varying amounts
through fiscal 2020 although most expire by fiscal 2011. The Company maintains a valuation allowance on a portion of
its NOLsand fully reserved any future benefits that may be derived from the loss reported in the current year. Deferred
income tax expense of $55,000 and $437,000 was recognized in the second quarter and the firstsix monthsof fiscal 2000,
respectively, reflecting the utilization of a portion of the Company’ s available NOLsto cover estimated taxable income.

7 PREFERRED STOCK AND WARRANT

The Company issued 15,000 shares of redeemable preferred stock and awarrant to purchase six percent of its
Class A Common Stock (or 822,422 shares) at anominal amount. In connection with a refinancing transaction in fiscal
1998, the preferred stock was redeemed and, in aprivate transaction in the fourth quarter of fiscal 2000, the warrant was
redeemed and canceled for $1.75 million.
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8) COMMITMENTSAND CONTINGENCIES

The Company is subject to various federal, state, and local laws and regul ations concerning the discharge of
contaminants that may be emitted into the air, discharged into waterways, and the disposal of solid and/or hazardous
wastes such as electric arc furnace dust. In addition, in theevent of arel ease of ahazardous substance generated by the
Company, it could be potentially responsible for the remediation of contamination associated with such arelease.

Tennessee Valley Steel Corporation (“TVSC”), the prior owners of the assets of Bayou Steel Corporation
(Tennessee), entered into aConsent Agreement and Order (the“ TV SC Consent Order”) with the Tennessee Department
of Environment and Conservation under itsvoluntary clean up program. The Company, in acquiring the assetsof TV SC,
entered into a Consent Agreement and Order (the “Bayou Steel Consent Order”) with the Tennessee Department of
Environment and Conservation. The Bayou Steel Consent Order is supplemental to the previous TV SC Consent Order
and does not affect the continuing validity of the TV SC Consent Order. The ultimate remedy and clean up goalswill be
dictated by the results of human health and ecological risk assessmentswhich are components of arequired, structured
investigative, remedial, and assessment process. As of March 31, 2001, investigative, remedial, and risk assessment
activities resulted in cumulative expenditures of approximately $1.4 million and aliability of approximately $0.5 millionis
recorded as of March 31, 2001 to complete the remediation. At this time, the Company does not expect the cost or
resolution of the TV SC Consent Order to exceed its recorded obligation.

As of March 31, 2001, the Company believes that it isin compliance, in all material respects, with applicable
environmental requirements and that the cost of such continuing complianceis not expected to have amaterial adverse
effect on the Company's competitive position, or results of operations, and financial condition, or cause a material
increase in currently anticipated capital expenditures. As of March 31, 2001, the Company has accrued its best estimate
with respect to loss contingencies for certain environmental matters. It is reasonably possible that the Company’s
recorded estimates of its obligations may change in the near term.

Asof March 31, 2001, the Company has commitments to purchase a portion of the natural gas utilized in its
production process at various fixed prices over the next twelve months. Under theterms of the agreement the Company
is obligated to pay $2 million to purchase approximately 25% of its natural gas requirement under the take or pay
agreement.

There are various claims and legal proceedings arising in the ordinary course of business pending against or
involving the Company wherein monetary damages are sought. It is management's opinion that the Company'sliability,
if any, under such claims or proceedings would not materially affect itsfinancial position or results of operations.

Item2. MANAGEMENT'SDISCUSSION AND ANALYSISOF
FINANCIAL CONDITION AND RESUL TS OF OPERATIONS

The following discussion and analysis should be read in conjunction with the Management’ s Discussion and
Analysis of Financial Condition and Results of Operations included as part of the Company’s Annual Report on Form
10-K as of and for the year ended September 30, 2000.

RESUL TS OF OPERATIONS

The Company reported aloss from operations of $7.9 million in the second quarter of fiscal 2001 compared to
operating income of $2.5 million in the same period of fiscal 2000. The $10.4 million change was due primarily to
commercial issues. First, adecrease in metal margin (the difference between the average selling price and the net scrap
cost) reduced margins by $4.8 million. Second, a 16% reduction in shipments reduced margins by an additional $1.6
million. Third, a 160% and a 130% increase in the purchase price of natural gas and power, respectively, was largely
responsible for an increase in operating cost of $4.1 million. These increases were partially offset by a23% decreasein
the net scrap cost.

For thefirst six months of fiscal 2001, the Company reported aloss from operation of $14.1 million compared
to operating income of $6.0 million in the same period of fiscal 2000. The $20.1 million change was due to a $30 per ton,
or $7.8 million, decreasein metal margin, a 20% decrease in shipments, and an increase in conversion cost due to fuel
priceincreases. Impacting the operating resultsfor the six-month period isa$1 million noncash write down of inventory
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produced by the Tennessee operationstaken in thefirst quarter of fiscal 2001 dueto the depressed selling pricesrealized
in the beginning of the second fiscal quarter.

The following tabl e sets forth shipment and sales data.

Three Months Ended
March 31,
2001 2000
Net Sales (in thousands) $ 38,671 $ 55,467
Shipment Tons 139,059 164,607
Average Selling Price Per Ton $ 276 $ 333
Six Months Ended
March 31,
2001 2000
Net Sales (in thousands) $ 73574 $ 107,853
Shipment Tons 260,559 326,160
Average Selling Price Per Ton $ 278 $ 326

A. Sales

Net sales for the quarter decreased by 30% on a 16% and a17% decrease in shipments and the average selling
price, respectively, compared to the second quarter of fiscal 2000. Shipment volumes and selling priceswere low dueto
an unprecedented level of imports adversely impacting the domestic steel market. The Company began to redlize the
financia impact of foreign dumped steel in the fourth quarter of fiscal 2000 when shipments sharply declined and the
average selling price decreased over 11% from the immediate preceding quarter to a then seven-year low. Market
conditions continued to worsen into fiscal 2001 asthe average selling price wasfurther eroded and shipments continued
to slide. The average selling price rebounded during the latter part of the second quarter of fiscal 2001 and, at the end
of the quarter, prices were up 5% from the year to date low experienced in January 2001. Entering the second quarter of
fiscal 2001, the Company’s primary customers, steel service centers, had record high inventory levels. Accordingly,
shipments have been and are expected to continue to be low until the service centerswork through their high inventory
levels. Exacerbating the situation is a slowdown in manufacturing and construction spending reducing the end user
demand to some extent.

Net salesfor the six-month period decreased by 32% on a20% and a15% decreasein shipmentsand theaverage
selling price, respectively, compared to thefirst six months of fiscal 2000. The significant decreases are the result of the
market factors noted above. A price increase announced during the second quarter improved the average selling price
at the end of the quarter. However, there are no pending price increases and the inventory overhang and economic
slowdown in certain end user marketsindicatethat, inthe near-term, selling pricesand shipmentswill remain at low levels.

The Company continuesto promoteitsstateof theart Vendor Managed I nventory - Electronic Datal nterchange
system(EDI/VMI). The Company believesthat thisprogramwill resultinadditional businesswithinthenext few quarters.

B. Cost of Goods Sold

Cost of goods sold exceeded sales for the quarter and six monthsended March 31, 2001 and was approximately
92% of salesin each of the same periodslast year. Thissituationisaresult of erosion of the metal margin and anincrease
in operating cost. The metal margin decrease reduced operating margins by $4.8 million for the quarter and $7.8 million
for the first six months of fiscal 2001 compared to the same periods in the prior year. Operating cost increased by $4.1
million and $6.8 million compared tothe prior year respective periodslargely asaresult of thepriceincreasein power and
natural gas and an increase in the fixed cost per ton resulting from the reduced level of operations. Cost of goods sold
for thefirst six months of fiscal 2000 was partially offset by the proceeds from alawsuit.

Scrap is used in the Company’ s melting operationsin Louisiana and is a significant component of the cost of

billets utilized by itsrolling mills. Net scrap cost decreased 23% and 19% for the quarter and six month periods ended
March 31, 2001, respectively, compared to the same periods of last year. While this had a favorable impact on cost of
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goods sold and, therefore operating margin, the per ton decrease in the average selling prices over the same respective
periods exceeded thereductionin scrap cost per ton, unfavorably impacting the operating margin. The Company expects
that over the remainder of fiscal 2001 the scrap market will experience some softening as demand at domestic mills will
remain low reflecting the corresponding low finished goods shipment levels anticipated. Accordingly, scrap prices are
expected to decrease slightly in the second half of the fiscal year.

The Company has been able to control the availability and the cost of scrap to some degree by producing its
own shredded and cut grade scrap through its scrap processing division. This division, coupled with its local scrap
purchasing program, supplied over 50% of the Company’ s scrap requirements during the first six months of fiscal 2001.

Conversion costincludeslabor, energy, maintenance material s, and supplies used to convert raw materialsinto
billets and billetsinto shapes. Conversion cost per ton for the L ouisiana operationsincreased by 27% for the quarter and
20% for the first six month period compared to the respective periods of last year. The impact of the highly unusual
increase in the price of power and natural gas was compounded by an increase in fixed cost per ton caused by the
reduced mode of operations. In the fourth fiscal quarter of last year, the Company undertook a major project designed
to improve operating efficiencies and effectivenessin addition to implementing immediate cost control strategies. The
impact of these initiatives along with theimpact of an aggressive cost control strategy are presently being realized but
the impact is far less than the unfavorable increase in cost due to the increase in fuel prices. During the current fiscal
quarter, the Company realized several significant cost control and operational enhancements. First, record high
productivity wasrealized in the L ouisianamelting operations. Second, compared to the second quarter of fiscal 2000, the
Company realized a nearly $500,000 improvement in the cost of additives, alloys, and fluxes utilized in its melting
operations through a combination of consumption and price savings. Third, aggregate fixed cost at the operationsin
Louisiana decreased $1.3 million or 18% and $3.4 million or 25% over the respective three and six month periods ended
March 31, 2000. Excluding the fuel component, variable cost per ton in the melting operations decreased 12% and 5%,
respectively, when compared to the three and six month periods ended March 31, 2000; this saved approximately $0.4
in the second quarter.

The Tennesseerolling mill experienced a43% and 41% increasein conversion cost for the quarter and six month
periods, respectively. Compounding the impact of natural gas prices was adecrease in production that increased fixed
cost per ton and an increase in mai ntenance spending on certain equipment. Inthethird fiscal quarter, the Company will
install new capital equipment that is expected to significantly decrease the maintenance spending as well as down time
related to such spending. In addition, it is anticipated that the new capital will improve production reliability, favorably
impacting shipments as more customers can reliably order products based on production schedules. Fixed costs have
improved by $0.3 million over the second fiscal quarter of last year asaresult of aggressive cost control measures.

The higher prices for power and natural gas are expected to continue for the near-term. Based on the current
quarter cost for electricity and natural gas and the Company’ s estimated consumption for the next twelve months, aone
percent change in each component would impact annualized earnings by approximately $150,000 and $100,000,
respectively. The Company continues to critically evaluate the cost effectiveness of continued operation of certain
operating assets, their mode of operation and theimpact oninventoriesand cost, and the general business environment
inwhich eachfacility operates. Such analysisincludes produce versus buy decisionsfor the semifinished product billets
in light of skyrocketing fuel cost.

C. Sdling, General and Administrative Expense

Selling, general and administrative expense decreased for the quarter and six monthsended March 31, 2001 by
7% and 8%, respectively, compared to the prior year periods asaresult of cost reduction programs designed to minimize
spending and reduce overhead cost.

D. Income Taxes

In fiscal 1998, the Company recorded an adjustment to its net deferred tax asset valuation allowance and,
subsequently, provides for income taxes at the 35% statutory tax rate, although itscash tax requirement islimited to the
2% alternative minimum tax because of its available net operating loss tax benefits. As of March 31, 2001, the Company
has $8.1 million of recorded net deferred tax assets. No tax benefit was recognized rel ated to the Company’ s current year
operating loss. The Company periodically assessesthe carrying value of itsnet deferred tax asset utilizing many factors,
including changing market conditions. Such assessments may result in positive or negative adjustmentsto the deferred
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tax asset valuation allowance in the future that would ultimately affect the results of operations.

E Net Income

Net income decreased $10.7 million and $20 million in the second quarter and first six months of fiscal 2001
compared to fiscal 2000 due primarily to areduced metal margin, increased conversion cost, decreased shipments, and
for the six-month period, the write down of inventory in Tennessee. Based on current market conditions, the Company
expectsto incur alossin the second half of fiscal 2001.

LIQUIDITY AND CAPITAL RESOURCES

A. Operating Cash Flow

Asof March 31, 2001, the Company had $7.2 million of cash investments and no borrowings under its line of
credit. Inthefirst six monthsof fiscal 2001, $4.4 million was used in operations compared to $4.7 million in the comparable
period last year. Despite the significant decrease in net income between the two periods, cash consumed by operations
was similar due to asignificant reduction in inventories during the quarter as excess inventories were worked down to
|evels commensurate with expected shipment volumes.

B. Capital Expenditures

Capital expenditures totaled $5.6 millioninthefirst six monthsof fiscal 2001 comparedto $3.8 millioninthesame
period last year. The spending relates to projects in which the funds were committed in the prior year and to current
period maintenance capital programs. With the exception of remaining commitments of approximately $2 million, capital
spending over the next several quarterswill befor maintenanceitemswhich should approximate $0.5 million per quarter.

C. Financing

As aresult of recent financial losses, as of December 31, 2000, the Company was in technical default of a
financial ratio covenant under itsthen existing $40 million line of credit facility, and, inthe second fiscal quarter, received
awaiver of this default. The event of default did not impact any debt covenants under the Company’s first mortgage
notes and no amounts have been drawn under this facility since it was established in 1998. The waiver provided relief
through April 15, 2001 and limited the amount available to $10 million.

Subsequent to March 31, 2001, the Company entered into a new line of credit agreement with another lender.
The terms of the agreement call for available borrowings up to $50 million, including outstanding letters of credit, using
aborrowing base of accounts receivable and inventory. Based on the borrowing base criteria, the net amount available
at inception of the agreement was $ 40 million. The agreement hasaterm of fiveyears, is secured by accountsreceivable
and inventory, and bearsinterest at the London I nterbank Borrowing Rate plus apercentage based on excessavailability
under the agreement ranging from 2% to 2.5%. The terms of the agreement require the Company to maintain a minimum
net worth, asdefined, when excessavail ability islessthan $20 million. Asof May 8, 2001, therewere no borrowings under
the agreement. Asaresult of the replacement of the previous revolving credit facility, the Company expectsto write off
$0.2 of unamortized deferred financing cost initsthird fiscal quarter.

OTHER COMMENTS

Forwar d-L ooking Information, I nflation and Other

This document contains various "forward-looking" statements which represent the Company's expectation or
belief concerning future events. The Company cautions that a number of important factors could, individually or in the
aggregate, cause actual results to differ materially from those included in the forward-looking statements including,
without limitation, the following: changesin the price of supplies, power, natural gas, or purchased billets; changesin
the selling price of the Company's finished products or the purchase price of steel scrap; changes in demand due to
imports or a general economic downturn; cost overruns or start-up problems with capital expenditures; weather
conditionsin the market area of the finished product distribution; unplanned equipment outages; and changing laws
affecting labor, employee benefit costs and environmental and other governmental regulations.
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The Company issubject toincreasesin the cost of energy, supplies, salaries and benefits, additives, alloysand
steel scrap dueto inflation. Finished product prices are influenced by supply, which varies with steel mill capacity and
utilization, import levels, and market demand.

There are various claims and legal proceedings arising in the ordinary course of business pending against or
involving the Company wherein monetary damages are sought. It is management's opinion that the Company'sliability,
if any, under such claims or proceedings would not materially affect its financial position or results of operations.

PART 1l - OTHER INFORMATION

Iten4. SUBMISSON OF MATTERSTO A VOTE OF SECURITY HOLDERS

The Annual Meeting of Shareholders of the Company was held on February 22, 2001, at which the following
matters were brought before and voted upon by the shareholders:

1. Theelection of two (2) Class A and four (4) Class B Directors, each to serve until the next annual meeting
of stockholders. The following Class A (total number of sharesoutstanding 10,619,380) and ClassB (total
number of shares outstanding 2,271,127) Director nominees received the following number of votes cast:

ClassA For Withheld
Lawrence E. Golub 9,203417 539,644
Stanley S. Shuman 9,293,417 539,644

ClassB For Withheld
Melvyn N. Klein 2,271,127 0
Albert P. Lospinoso 2,271,127 0
Howard M. Meyers 2,271,127 0
Jerry M. Pitts 2,271,127 0

2. Ratification of the appointment of Arthur Andersen LLP as auditors of the Company for the fiscal year
ending September 30, 2001. Thetotal Class A , Class B and Class C shares outstanding were 12,890,607.
Considering the 9,776,208 shares of Class A Common Stock voted in favor of the proposal (each with one
vote per share), the 2,271,127 shares of Class B Common Stock voted in favor of the proposal (each with
7.0137953 votes per share), and 100 shares of Class C Common Stock abstained, the proposal received
99.8% of the voting power present or represented at the meeting. The detail of the voteis asfollows:

For Against Abstain
25,705,247 53,223 3,810

Item6. EXHIBITSAND REPORTSON FORM 8K

(a Exhibits
41  Loanand Security Agreement dated April 18, 2001 among the Company and Congress
Financial Corporation (Southwest).
(b) Reports on Form 8-K

None were filed during the second quarter of fiscal 2001.
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S GNATURE

Pursuant to the requirements of the Securities ExchangeAct of 1934, the Registrant hasduly caused thisreport
to be signed on its behalf by the undersigned thereunto duly authorized.

BAYOU STEEL CORPORATION

By /g Richard J. Gonzalez

Richard J. Gonzalez
Vice President, Chief Financia Officer,
Treasurer, and Secretary

Date:  May 8, 2001
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