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PART | - FINANCIAL INFORMATION

INDEPENDENT AUDITOR'SREVIEW STATUS

Due to the Company filing a voluntary petition for reorganization on January 22, 2003, the Company was not
able to obtain Bankruptcy Court approval for the appointment of anindependent auditor in timeto engage such auditor
to perform the required review of the Company’s December 31, 2002, March 31, 2003 or June 30, 2003 interim financial
statements in accordance with professional standardsasrequired by Rule 10-01(d) of Regulation S-X. Accordingly, the
accompanying unaudited consolidated financial statements and notes thereto were not subject to such independent
auditor review procedures. Upon engagement of an independent auditor, the Company will issue amended Forms10-Q
once the required review procedures have been completed.

ltem1. EINANCIAL STATEMENTS

BAYOU STEEL CORPORATION
(DEBTORS-IN-POSSESS| ON)
CONSOL IDATED BALANCE SHEETS

ASSETS
(Unaudited) (Audited)
June 30, September 30,
2003 2002
CURRENT ASSETS:

Cash $ 101,890 $ 57,290
Receivables, net of allowance for doubtful accounts .......... 17,308,079 16,772,317
INVENEOMES ...\ttt e 56,979,249 58,099,176
Prepaid eXpenSeS ...ttt e 3,680,390 1,047,610
Total currentassets ...... ... 78,069,608 75,976,393

PROPERTY, PLANT AND EQUIPMENT:
Land ..o 3,427,260 3,427,260
Machinery and equipment ............c.c.ciiiirnrnnnnnnns 146,886,022 153,978,320
Plant and officebuilding ... 25,739,705 25,659,860
176,052,987 183,065,440
Less-Accumulated depreciation ..., (89,728,682) (84,097,031)
Net property, plantandequipment . .................... 86,324,305 98,968,409
OTHER ASSET S -ttt ittt ettt e e 1978433 2.230.894
Total @SSEtS ... e $ 166372346 $ 177175696

The accompanying notes are an integral part of these consolidated statements.
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BAYOU STEEL CORPORATION
(DEBTORS-IN-POSSESSI ON)
CONSOL IDATED BALANCE SHEETS

LIABILITIESAND STOCKHOLDERS EQUITY (DEFICIT)

(Unaudited)
June 30,
2003
CURRENT LIABILITIES:
Post petition liabilities:
Accountspayable ........... $ 7,263,332
Interestpayable ... —
Accruedliabilities ....... ... 9,132,962
Borrowings under line of credit, including accrued
interest-indefault ........... ... —
Long-termdebt-indefault ............... ... ..l —
Debtor-in-possessionfinancing .................cooeveain, 20,516,958
Total current liabilities .......... ... ..o 36,913252
PRE-PETITION LIABILITIES SUBJECT TO COMPROMISE ...... 138,968,328
COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS EQUITY (DEFICIT):
Common stock, $.01 par value -
Class A: 24,271,127 authorized and 10,619,380
outstandingshares ..., 106,194
ClassB: 4,302,347 authorized and 2,271,127
outstandingshares ..., 22,711
ClassC: 100 authorized and outstanding shares ........... 1
Total commonstock ... 128,906
Paid-incapital ........ ... i 46,045,224
Retained deficit .. ... (55,034,022
Accumulated other comprehensiveincome (10ss) ............. (649,342
Total stockholders' equity (deficit)..................... (9.509.234)
Total liabilities and stockholders' equity (deficit) ........ $ 166372346

(Audited)
September 30,
2002

$ 15139678
4,275,000
10,035,886

7,695,180
119,355,813

156,501,557

106,194

22,711
1

128,906

46,045,224
(24,850,649)
(649.342)

20,674,139

$ 177175696

The accompanying notes are an integral part of these consolidated statements.
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BAYOU STEEL CORPORATION
(DEBTORS-IN-POSSESSI ON)
CONSOL IDATED STATEMENTS OF OPERATIONS

(Unaudited)
Three Months Ended Nine Months Ended
June 30, June 30,
2003 2002 2003 2002

NETSALES ... $ 37,674,493 $ 38863948 $ 103,899,535 $ 104,036,616
COSTOFSALES ...ttt 38,017,533 42113620 112,525,732 109,092,956
GROSSMARGIN ................ (343,040 (3,249,672 (8,626,197) (5,056,340)
IMPAIRMENT LOSSON LONG-

LIVEDASSETS .............. — 6,602,535 8,000,000 6,602,535
SELLING, GENERAL AND

ADMINISTRATIVE .......... 1,751,239 1,760,489 5,417,340 5,072,438
REORGANIZATION EXPENSE ... 1421491 — 4179972 —
OPERATINGLOSS .............. (3,515,770) (11.612,696) (26,223,509) (16.731,313)
OTHER INCOME (EXPENSE):

Interestexpense .............. (236,346) (2,947,960) (4,256,199) (8,785,076)

Interestincome ............... — — — 15771

Miscellaneous ............... 142,095 25595 296,335 217,127

(94,251) (2.922.365) (3.959,864) (8,552,178)

LOSS BEFORE

INCOMETAX .......cvn.. (3,610,021) (14,535,061) (30,183,373) (25,283,491)
PROVISION FOR

INCOMETAX ......oovn.. — 7,681,824 — 7,681.824
NETLOSS. . iviiiiiiiieaannnn $ (3610021) $ (22216885 $ (30183373 $ (32965315
Weighted average basic and diluted

common shares outstanding ... 12,890,607 12,890,607 12,890,607 12,890,607
Net loss per basic and diluted
commonshare «...........o.o... $ (.28) $ (172 $ (234 $ (2.56)

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

(DEBTORS-IN-POSSESSI ON)

CONSOLIDATED STATEMENTSOF CASH FL OWS

(Unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES:

NEtIOSS ..o
DEPreciation ... .....'
Amortization ... ..
Provision for losses on accountsreceivable .................
Provision for lossonlong-livedassets .....................
Deferredincometaxes ...
Reorgani zation EXPENSES ...ttt

Changesin working capital:

(Increase) decreaseinreceivables .......................
Decreaseininventories ...........c.oveiiiieenneannn..
(Increase) in prepaid expenses and other assets ...........
Increase (decrease) in accountspayable .................

Increase (decrease) ininterest payable

and accrued liabilities ............. ... i

Net cash used in operations excluding

reorganization eXPensesS . .....ovvvvive i,

NET CASH USED FOR REORGANIZATION

EXPENSES ..
Net cashusedinoperations. ...,

CASH FLOWS FROM INVESTING ACTIVITIES

Purchases of property, plant and equipment . ................

CASH FLOWS FROM FINANCING ACTIVITIES:
Net borrowings (repayments) under debtor-in-possession

financing facility ........... ... . i i

Net borrowings (repayments) under lineof credit ............
Net cash provided by financing activities..............
NETINCREASEINCASH ..ot o ot
CASH, beginningbalance .............cooiiiiiiii i

CASH,endingbalance ...............ccoiiiiii i

SUPPLEMENTAL CASH FLOW DISCLOSURE
Cash paid during the period for:

INEErESt . o

Nine
2003

$ (30183373
5,872,501
529,463

(645,173)
1,119,927
(2,718952)
3,759,607

2,712,958

(7,263,569)

(3.787.642)
(11.051.211)

20,516,958

(8.192.660)
12,324,298

44,600

57,290

$ 101,890

Months Ended
June 30,
2002

$ (32965315
6,770,975
405,087

109,274
6,602,535
7,681,824

623,068
6,693,356
(410,647)
(385,982)
1.477.199)
(6,353,018)

6.353,018)

(1.091.430)

7444448
7444448

$ 11,400,000

The accompanying notes are an integral part of these consolidated statements.
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BAYOU STEEL CORPORATION
(DEBTORS-IN-POSSESSION)
NOTESTO CONSOL IDATED FINANCIAL STATEMENTS
June 30, 2003

(Unaudited)

1) NATURE OF OPERATIONS

Bayou Steel Corporation (the“Company”) ownsand operates asteel minimill and astocking warehouse onthe
Mississippi River in LaPlace, Louisiana (the “LouisianaFacility”), three additional stocking locations accessible to the
Louisiana Facility through the Mississippi River waterway system, and a rolling mill with warehousing facility in
Harriman, Tennessee(the” TennesseeFacility”). TheCompany produceslight structural steel and merchant bar products
fordistribution to steel service centersand original equipment manufacturers/fabricatorslocated throughout the United
States, with export shipments of approximately 10% to Canada and Mexico

On January 22, 2003, the Company and its subsidiaries, Bayou Steel Corporation (Tennessee) and River Road
Realty Corporation, filed avoluntary petition for reorgani zation under Chapter 11 of the United States Bankruptcy Code.
The petition requesting an order for relief wasfiled in United States Bankruptcy Court, Northern District of Texas (the
"Bankruptcy Court"), where the case is now pending before the Honorable Barbara J. Houser, Case No. 03-30816 BJH
(the "Petition Date"). As debtors-in-possession under Sections 1107 and 1108 of the Bankruptcy Code, the Company
remainsin possession of its properties and assets, and management continues to operate the business. The Company
intends to continue normal operations and does not currently foresee any interruption in the shipment of product to
customers. The Company cannot engage in transactions outside the ordinary course of business without the approval
of the Bankruptcy Court. The Company attributed the need to reorgani ze to market conditionsin the U.S. steel industry
resulting from significant pressure from imported steel products, low product pricing, and high energy costs. These
factors, coupled with the effects of a slow down in the economy, have adversely affected the Company over the past
several years.

2 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”); however, see Note 4 regarding the status of
an independent auditor’s review. 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 those rules and regul ations. However, all adjustments, which, in the opinion of management, are necessary
for fair presentation have been included except adjustments related to inventory. The inventory valuations as of June
30, 2003 are based on last-in, first-out (“LIFO”) estimates of year-end levelsand prices. Theactual LIFOinventorieswill
not be known until year-end quantities and indices are determined. These consolidated financial statements and
footnotes should be read in conjunction with the consolidated financial statements and notes thereto included in the
Company's Annual Report on Form 10-K filed with the SEC as of and for the year ended September 30, 2002.

The accompanying consolidated financial statementsincludethe accounts of Bayou Steel Corporation and its
wholly-owned subsidiaries (the“ Company”) after elimination of all significant intercompany accountsand transactions.
Theresults for the nine months ended June 30, 2003 are not necessarily indicative of the results to be expected for the
fiscal year ending September 30, 2003.

The accompanying unaudited consolidated financial statements have been prepared in accordance with
accounting principlesgenerally acceptedinthe United States. Such financial statementshavebeen preparedonthebasis
that the Company will continue as a going concern and do not reflect any adjustmentsthat might result if the Company
is unabl e to continue as agoing concern. The Company’ srecurring losses, negative cash flow from operations, and the
subsequent Chapter 11 case raise substantial doubt about the Company’ s ability to continue as agoing concern. The
ability of the Company to continue as a going concern and appropriateness of using the going concern basisis
dependent upon, among other things, (i) the Company’s ability to comply with the Debtor-1n-Possession Agreement
(see footnote 10), (ii) submission and confirmation of a plan of reorganization under the Bankruptcy Code, (iii) the
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Company’ s ability to achieve profitable operations after such confirmation, and (iv) the Company’ s ahility to generate
sufficient cash from operations to meet its obligations. The consolidated financial statements do not include any
adjustments relating to recoverability and classification of recorded asset amounts or the amount and classification of
liabilities that might be necessary should the Company be unable to continue as a going concern.

The financial statements are prepared in accordance with the AICPA’s Statement of Position (SOP) 90-7,
Financial Reporting by Entitiesin Reorgani zation Under the Bankruptcy Code. SOP 90-7 requiresthe Company to, among
other things, (1) identify transactions that are directly associated with the bankruptcy proceedings from those events
that occur duringthennormal course of businessand (2) identify pre-petition liabilities subject to compromisefromthose
that are not subject to compromiseor are post petitionliabilities (seeNote8). All liabilitiesarising before January 22, 2003
are subject to compromise. In addition, in accordance with the Bankruptcy Code, the Company discontinued accruing
interest on the 9.5% first mortgage notes (the“ Notes”) as of the Petition Date asthisdebt i s subject to compromise. The
debtor-in-possession financing (“ DIP Financing”) isapost-petition liability and, therefore, not subject to compromise.
Thefinancial statements do not reflect the effect of any changes in the Company’s capital structure as aresult of an
approved plan of reorgani zation or adjustmentsto the carrying val ue of assetsor liability amountsthat may be necessary
as aresult of actions by the Bankruptcy Court.

3) CHAPTER 11 PROCEEDINGS

Under Chapter 11 proceedings, actionsby creditorstocollect claimsinexistenceat thefiling date (“ prepetition™)
arestayed (“deferred”), absent specific Bankruptcy Court authori zati on to pay such claims, whilethe Company continues
to manage the business as a debtor-in-possession. Therightsof and ultimate payments by the Company to prepetition
creditors and to equity investorsmay be substantially altered. That could result in claimsbeing liquidated in the Chapter
11 proceedings at less (possibly substantially) than 100% of their face value and the equity interests of the Company’s
stockholders being diluted or canceled. The Company’ s prepetition creditors and stockholders will each havevotesin
the plan of reorganization. The Company isintheprocessof compilinginformation onassetsandliabilities, both secured
and unsecured, that may be subject to compromise or whose bal ance sheet classification might change asaresult of the
Chapter 11 proceedings. Management intends to submit a plan for reorganization to the Bankruptcy Court by October
1, 2003. For the nine months ended June 30, 2003, the Company incurred approximately $4.2 millionin professional fees
and other expenses classified as reorganization expensesrel ated to restructuring efforts on debt defaultsthat preceded
the Petition Date and the bankruptcy proceedings.

It isnot possible to predict the length of time the Company will operate under the protection of Chapter 11, or
the outcome of the Chapter 11 proceedingsin general, whether the Company will continue to operate under its current
organizational structure, or the effect of the proceedings on the business of the Company or on the interests of the
various creditors and security holders.

4) INDEPENDENT AUDITOR'SREVIEW STATUS

Dueto the Company filing a voluntary petition for reorganization on January 22, 2003, the Company was not
able to obtain Bankruptcy Court approval for the appointment of anindependent auditor intimeto engage such auditor
to perform the required review of the Company’s December 31, 2002, March 31, 2003 or June 30, 2003 interim financial
statements in accordance with professional standards asrequired by Rule 10-01(d) of Regulation S-X. Accordingly, the
accompanying unaudited consolidated financial statements and notes thereto were not subject to such independent
auditor review procedures. Upon engagement of an independent auditor, the Company will issue amended Forms 10-Q
once the required review procedures have been completed.
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5) INVENTORIES

Inventories consist of the following:

(Unaudited) (Audited)

June 30, September 30,

2003 2002
SEEEl SCrap vt $ 3201,320 $ 2667194
Billels ..o 6,319,287 6,592,189
Finishedproduct ........... ...t 37,093,284 37,731,152
LIFOadjustments ..........ccooviiiiiiiiennennn. (430,707) 680,306
46,683,184 47,670,841
Operatingsupplies ..., 10,296,065 10.428,335
$ 56979249 58,099,176

As of June 30, 2003 and September 30, 2002, $2.3 million in lower of LIFO cost or market reserves are included
as reductions of finished product inventory.

6) REORGANIZATION EXPENSES

Reorganization expensesare expensesincurred by the Company asaresult of itsdecisiontorestructureitsdebt
prior to Petition Date and to reorganize under Chapter 11 of the Bankruptcy Code. The following summarizes the
reorganization expenses provided by the Company during the quarter and nine-month period ended June 30, 2003 of
which $948,819 were incurred prior to the Petition Date, respectively.

Quarter Ended Nine Months Ended
June 30, June 30,
2003 2003
Professional andotherfees ......................... $ 1277122 $ 334094
Write-down of deferred financing costs related
totheterminated lineof credit ..................... — 392,330
Other e 144,369 446,698
$ 1421491 $ 4179972

7 PROPERTY, PLANT AND EQUIPMENT

During fiscal 2002, the Company adopted Statement of Financial Accounting StandardsNo. 144, “ Accounting
forthelmpairment or Disposal of Long-Lived Assets,” (* SFAS144") which requires, among other things, that companies
recognize impairment lossesonlong-lived assets. SFA S 144 supersedespreviousaccounting standardswhich contained
similarprovisions. SFAS 144 statesthat animpairment isacondition that existswhen the carrying amount of along-lived
asset or asset group exceeds its fair value and therefore is not recoverable. This condition is deemed to exist if the
carrying amount of the asset or asset group exceedsthe sum of the undiscounted cash flow expected to be derived from
the use and eventual disposition of the asset or asset group.

As aresult of recent operating losses, projections of future operating performance, and continued negative
market trends, the Company believed that the application of the criteria established by SFAS 144 required recognition
of impairment losses on the asset group comprising its Tennessee rolling mill, which losses were recorded in the third
quarter of fiscal 2002 and the second quarter of fiscal 2003. In determining the fair value of the Tennessee rolling mill,
the Company employed the present value technique of discounting, at arisk freerate, multiple cash flow scenariosthat
reflect arange of possible outcomesfrom the utilization and ultimate disposal of the Tennesseerolling mill. Thevarious
scenarios made assumptions about key drivers of cash flow, such as metal margin, shipments, capital expenditures,
production levels, and distribution cost. Each scenario was then assigned a probability weighting representing
management’s judgment of the probability of achieving each cash flow stream. Based on such judgment and
assumptions underlying the calculation, the Company has reduced the carrying value of the assets comprising its
Tennessee rolling mill by $8.0 million in its second quarter of fiscal 2003. The Company al so reduced the carrying value
of theseassetshby $6.6 millioninfiscal 2002. Thevaluewasgenerally influenced by alonger timeframeinwhich margins
improved toward historical levels. The Company’ sability to achieve certain liquidity levelsincluded inthe various cash
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flow scenarios may result in actions that may again change the carrying value.

8) PRE-PETITION LIABILITIESSUBJECT TO COMPROMISE

The principal categories of claims classified as liabilities subject to compromise under reorganization
proceedings are identified below. All amounts below may be subject to future adjustment depending on Bankruptcy
Court action and further devel opmentswith respect to disputed claimsor other events, including reconciliation of claims
filed with the Bankruptcy Court to amounts recorded in the accompanying consolidated financial statements. Under a
confirmed plan of reorganization, al pre-petition claims subject to compromise may be paid and discharged at amounts
substantially less than their allowed amounts. These liabilities have been reclassified as noncurrent because of the
automatic stay provision of the Chapter 11 proceeding and it is unlikely that settlement of such obligations will occur
prior to June 30, 2004.

Onaconsolidated basis, recorded pre-petition liabilities subject to compromise under Chapter 11 Proceedings,
consisted of the following:

(Unaudited) (Audited)
June 30, September 30,
2003 2002
First Mortgage Notes ............c.cooiiiininnnnn.. $ 119,441,493 $ —
AccountsPayable ............... ... ...l 11,635,953 —
Accrued interest on First MortgageNotes ............ 7.890.882 —
Total liabilities subject to compromise .............. 138,968,328 —

As aresult of the bankruptcy filing, principal and interest payments may not be made on pre-petition
undersecured debt without Bankruptcy Court approval or until a plan of reorganization defining the repayment terms
has been confirmed. Thetotal interest on the pre-petition undersecured first mortgage notes (See Footnote 9) that was
not charged to earnings for the period from January 23, 2003 to June 30, 2003, was approximately $5.0 million. Such
interest is not being accrued as the Bankruptcy Code generally disallows the payment of interest that accrues post-
petition with respect to pre-petition unsecured or undersecured claims.

9 LONG-TERM DEBT

Asof June 30, 2003, the $120 million of 9.5% first mortgage notes, net of the unamortized original issuediscount
of $558,507, is reported in the accompanying consolidated balance sheets as a non-current liability and the Company
continues to carry the unamortized debt issue cost of $1.5 million as a non-current asset. The principal and accrued
interest up to the Petition Date are included in pre-petition liabilities subject to compromise. Pending theresults of the
Company’ s bankruptcy reorganization proceedings, certain adjustmentsto the presentation and carrying values of the
Company’ s debt and related discounts and/or issue costswill likely berequired in future periods. The notes are secured
by afirst priority lien, subject to certain exceptions, on existing real property, plant and equipment, and most additions
or improvements at the L ouisiana Facility.

10) DEBTORSIN-POSSESSION FINANCING

On February 28, 2003, the Bankruptcy Court approved the Debtor-In-Possession Financing Agreement (“DIP
Agreement”) between the Company and the existing lenders on its credit facility. The Company retired its pre-petition
secured credit facility inthe amount of $18.6 million. In connection with thistransaction, the Company wrote off $392,330
of deferred financing costsrelated toitsold credit facility asareorganization expense and capitalized $555,100in deferred
financing cost on the DIP Agreement as other assets. The DIP Agreement, which isa$45 million credit facility and has
atwelve month term, is secured by inventory, receivables, and certain fixed assets previously unencumbered by other
debt agreements, bears interest at prime plus 1% or LIBOR plus 3%. Based on the borrowing base criteria, as defined,
approximately $20.4 million is available as of June 30, 2003; however, the Company is required to maintain a minimum
liquidity reserveof $12 million. Thisminimum effectively reducesadditional availability for borrowingto $8.4 million. The
DIP Agreement required, among other things, the Company to meet certain cash operating performance measures based
on the Company's weekly budget for a 13 week period ending which ended April 26, 2003. The Company was in
compliance throughout the period. There are no other financial performance covenants. The maximum amount
outstanding under the pre-petition secured credit facility and the DIP Agreement during the nine-month period ended
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June 30, 2003 was $21.7 million. The average borrowings were $16.8 million and the weighted average interest rate was
4.95%.

11) 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 Notes on ajoint and several basis. The Indenture provides certain restrictions
on the ability of the guarantor subsidiaries to make distributions to the Company. The following are condensed
consolidating balance sheets as of June 30, 2003 and September 30, 2002 and condensed consolidating statements of
operationsfor thethree and ninemonthsending June 30, 2003 and 2002 and condensed consolidati ng statementsof cash
flows for the nine months ended June 30, 2003 and 2002 (in thousands).

Condensed Balance Sheets June 30, 2003 (Unaudited)
Guarantor
Parent Subsidiaries Eliminations Consolidated
Current assets .........ovvviiiienninn.. $ 105700 $ 15999 $  (43629) $ 78,070
Property and equipment, net .............. 74,624 11,700 — 86,324
Other noncurrentassets .. ................. (17.166) 161 18,983 1978
Total @SSetS ....ovveiei $ 163158 $ 27860 $  (24.646) $ 166,372
Current liabilities ........................ $ 3H583 $ 44959 $ (43629 $ 36,913
Pre-Petition liabilities .................... 137,084 1,884 — 138,968
Equity ... (9.509) (18,983) 18,983 (9,509)
Total liabilitiesand equity .............. $ 163158 $ 27.860 $ (24646) $ 166,372
September 30, 2002 (Audited)
Guarantor
Parent Subsidiaries Eliminations Consolidated
Current assets .........oovvveininennnnn.. $ 10183%  $ 14847 % (40,706) $ 75,976
Property and equipment, net .............. 78,674 20,294 — 93,968
Other noncurrentassets .. ................. (6,072 187 8116 2231
Total @SSEtS ... $ 174,437 $ 35328 $ (32590) $ 177175
Current ligbilities ...t $ 153,763 $ 43,444 $ (40,706) $ 156,501
Equity ... 20,674 (8.116) 8116 20,674
Total liabilitiesand equity .............. $ 174437 $ 3H38 3 (32590 $ 177,175
Condensed Statements of Oper ations Three Months Ended June 30, 2003 (Unaudited)
Guarantor
Par ent Subsidiaries Eliminations Consolidated
Netsales .....oovvii $ 33,932 $ 9,148 $ (5,406) $ 37,674
Cost of sales and administrative expense . . . (35,910 (9,264) 5,406 (39,768)
Reorganization expenses ................. (1422 — — (1422
Operatingloss .............cccoiiunn.. (3,400 (116) — (3516)
Interest and other income (expense) ....... (200) 72 4 (99)
NEtIOSS . ..o $ (36100 $ 449 3 44 $ (3610
Three Months Ended June 30, 2002 (Unaudited)
Guarantor
Parent Subsidiaries Eliminations Consolidated
NEtSaAleS oo vve i $ 36,206 $ 9,689 $ (7,031) $ 38,864
Cost of sales and administrative expense . . . (38,618) (18,890) 7,031 (50477)
Operatingloss .............ccoviinn... (2412 (9,200) — (11,613)
Interest and other income (expense) ....... (12.123) (311) 9,512 (2922)
Lossbeforeincometax.........cooeuen... (14,535) (9512 9512 (14,535)
Provisionforincometax.................. 7,682 — — 7,682
NetlosS . ....ovviie it $ @227 $ (9512 $ 9512 $ (22,217)
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Nine M onths Ended June 30, 2003 (Unaudited)

Guarantor
Parent Subsidiaries Eliminations Consolidated
NEtSAIES « v e vt $ 95787 $ 23477  $ (15365 $ 103,899
Cost of sales and administrative expense . . . (107,200) (34,108) 15,365 (125,943)
Reorganization expenses ................. (4,180 — — (4,180
Operatingloss ...t (15,593) (10,631) — (26,224)
Interest and other income (expense) ....... (14,590) (236) 10,867 (3.959)
NetlossS . ....ooviii s $ (30183 $ (10867) $ 10,867 $ (30,183
Nine Months Ended June 30, 2002 (Unaudited)
Guarantor
Parent Subsidiaries Eliminations Consolidated
NEESAES « v et $ U84 3 26214 $ (17,032 $ 104,036
Cost of sales and administrative expense . . . (99,736) (38,063) 17,032 (120.767)
Operatingloss ..............cciiunn. (4,882 (11,849) — (16,731)
Interest and other income (expense) ....... (20,401) (703) 12552 (8,552
Lossbeforeincometax.........coovvvnnnn (25,283) (12,552) 12,552 (25,283)
Provision forincometax.................. 7,682 — — 7,682
NetlosS . ... $ (32965 3 (12552) % 12552 $ (32,965)
Condensed Statements of Cash Flows Nine Months Ended June 30, 2003 (Unaudited)
Guarantor
Parent Subsidiaries Eliminations Consolidated
Cash flows from operating activities:
NetlosS . ... $ (30183) $ (10867) $ 10,867 $ (30,183)
Noncashitems ........................ 10,035 8,656 — 18,691
Equity in losses of subsidiaries ......... 10,867 — (10,867) —
Changesinworking capital ............. 2018 2211 — 4229
Net cash used in operations excluding
reorganization expenses . ............. (7,263) — — (7,263)
Net cash used for reorganization expenses: .  $ (3788 $ — $ — $ (3.788)
Net cash used in operations ............ (11,051) — — (11,051)
Cash flows from investing activities:
Purchases of property and equipment . . . . (1,228) — — (1,228)
Cash flows from financing activities:
Net borrowing on DIP Financing ........ 20,517 — — 20,517
Net borrowings under line of credit ...... (8193 — — (8193
Net cash provided from financing
activities .. ... 12,324 — — 12,324
Netchangeincash .................... 45 — — 45
Cash, beginning of period ................ 57 — — 57
Cash,endof period ...................... $ 102 3 — $ — $ 102
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Nine M onths Ended June 30, 2002 (Unaudited)

Guarantor
Parent Subsidiaries Eliminations Consolidated
Cash flows from operating activities:
NetlosS . ....ovvv i $ (32965 $ (12552) $ 12552 $ (32,965)
Noncashitems ........................ 14,057 7512 — 21,569
Equity inlosses of subsidiaries ......... 12,552 — (12,552) —
Changesinworking capital ............. (369) 5412 — 5,043
Net cash from operating activities ..... (6.725) 372 — (6.353)
Cash flows from investing activities:
Purchases of property and equipment . . .. (719 (372 — (1,001)
Cash flows from financing activities:
Net borrowings under line of credit ...... 7.444 — — 7.444
Netchangeincash .................... — — — —
Cash, beginning of period ................ — — — —
Cash,endof period ...................... $ — $ — $ — $ —

12) COMMITMENTSAND CONTINGENCIES

The Company is subject to various federal, state, and local laws and regulations 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 the event of a release of a hazardous substance generated by
the Company, it could be potentially responsible for the remediation of contamination associated with such arelease.
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's liability, if any,
under such claims or proceedings would not materially affect itsfinancial position or results of operations. In addition,
unless modified by the Bankruptcy Court, pursuant to the automatic stay provision of Section 362 of the Bankruptcy
Code, most pre-petition litigation against the Company is currently stayed.

As of June 30, 2003, the Company has entered into forward price commitments totaling $1.9 million for
approximately 43% of the natural gas it expects to utilize in its production over the next nine months. Although the
Company intends to fulfill its commitments under the agreements, a trading market does exist for such commitments.

13) EARNINGS PER SHARE

The Company maintains an incentive stock award plan for certain key employees under which there are
outstanding stock options to purchase 195,000, 175,000, 75,000, and 99,000 shares of its Class A Common Stock at
exercise prices of $0.80, $3.25, $4.75, and $4.375 per share, respectively. Diluted earnings per share amounts were
determined by assuming that the outstanding stock optionswere exercised and considered as additional common stock
equivalents outstanding computed under the treasury stock method.

Because the Company generated losses in the quarters and nine months ended June 30, 2003 and 2002
respectively, there were no common stock equivalents considered outstanding for purposes of computing diluted
earnings(loss) per sharecomputation. Common stock equival entsexcluded fromthecal cul ation of diluted earnings (1 0ss)
per share were 544,000 in the quarters and nine months ended June 30, 2003 and 2002.

The Company has elected to adopt the disclosure only provisions of Statement of Financial Accounting
Standards(“ SFAS123") and SFAS 148, Accounting for Stock-Based compensation—Transitionand Disclosure (“ SFAS
148") and continues to apply Accounting Principles Board Opinion No. 25, Accounting for Stock Issued to Employees
and related interpretations in accounting for its stock-based compensation plans. The pro-formanet incomeand rel ated
pro-formaearnings per share effect from applying SFAS 123 and 148 did not result in a material change to the actual
results and earnings per share amounts reported.
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14) INCOME TAXES

As of September 30, 2002, for tax purposes, the Company had net operating loss carryforwards (“NOLS") of
approximately $155 million available to utilize against regular taxable income. The NOLswill expire in varying amounts
throughfiscal 2022. A changeof control, asdefined by section 382 of thelnternal Revenue Service code, would seriously
limit the Company’ s ability to utilize the NOLs. The plan of reorganization, once approved by the Court, could result in
such a change of control.

The redlization of a net deferred tax asset is dependent in part upon generation of sufficient future taxable
income. The Company periodically assesses the carrying value of this asset taking into consideration many factors
including changing market conditions, historical trend information, and modeling expected futurefinancial performance.
Statement of Financial Accounting Standards No. 109, “Accounting for Income Taxes,” (* SFAS 109”) requires, among
other things, that the Company determine whether it is*“more likely than not” that it will realize such benefits and that
all negative and positive evidence be considered (with more weight given to evidence that is* objectiveand verifiable”)
in making the determination. SFAS 109 further indicates that objective negative evidence, such ascumulativelossesin
recent years, losses expected in early future years, and a history of potential tax benefits expiring unused, isdifficult to
overcome.

Aftertakinginto consideration recent operating | osses, and the continued negative market conditionsand after
giving more weight to factors, such as these that are objective and verifiable, the Company determined in the third
quarter of fiscal 2002 that the realization of its previously recorded net deferred tax asset no longer met the more likely
than not criteriaestablished by SFAS 109. Accordingly, the Company recorded an additional val uation allowance of $7.7
millioninthethird quarter of fiscal 2002 fully reserving any future benefitsthat might be derived fromitsNOL sas of June
30, 2002.

Asaresult of thebankruptcy and the Company’ s continued operating losses, as of June 30, 2003, the Company
has fully reserved for any future benefit that might be derived as aresult of the fiscal 2003 operating results.

ltem2. MANAGEMENT'SDISCUSSION AND ANALYSISOF
FINANCIAL CONDITION AND RESUL TS OF OPERATIONS

The following discussion should be read in conjunction with the historical consolidated financial statements
of Bayou Steel Corporation and related notes theretoincludedin Part |, Item 1 of thisReport and the Company'saudited
consolidated financial statements, footnotes, and Management’ s Discussion and Analysis of Financing Condition and
Results of Operation contained in the Annual Report on Form 10-K for thefiscal year ended September 30, 2002. Unless
otherwise indicated, all references to the "Company"” or "Debtors" herein are intended to refer to Bayou Steel
Corporation. This section contains statements that constitute "forward-looking statements" within the meaning of the
Private Securities Litigation Reform Act of 1995. Readersshould refer to " Forward L ooking Information” included inthis
report and in the Annual Report on Form 10-K for the fiscal year ended September 30, 2002 for risk factors.

CHAPTER 11 PROCEEDINGS

On January 22, 2003, the Company and its subsidiaries Bayou Steel Corporation (Tennessee), and River Road
Realty Corporation, filed avoluntary petition for reorgani zation under Chapter 11 of the United States Bankruptcy Code.
The petition requesting an order for relief wasfiled in United States Bankruptcy Court, Northern District of Texas (the
"Bankruptcy Court"), where the case is now pending before the Honorable Barbara J. Houser, Case No. 03-30816 BJH
(the "Petition Date"). As debtors-in-possession under Sections 1107 and 1108 of the Bankruptcy Code, the Company
remainsin possession of its properties and assets, and management continues to operate the busi ness. The Company
intends to continue normal operations and does not currently foresee any interruption in the shipment of product to
customersinthenear term. The Company cannot engagein transactionsoutsidetheordinary course of businesswithout
the approval of the Bankruptcy Court. The Company attributed the need to reorganize to market conditionsin the U.S.
steel industry resulting from significant pressure from imported steel products, low product pricing, and high energy
costs. Thesefactors, coupled with the effectsof aslow downintheeconomy, have adversely affected the Company over
the past several years.
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The goal of the Chapter 11 Filing is to maximize recovery by creditors and shareholders by preserving the
Company as aviable entity with going concern value. The protection afforded by the Chapter 11 Filing will permit the
Company to preserve cash and restructureitsdebt. Theconfirmation of aplan of reorganizationisthe Company'sprimary
objective. The Company expectsto propose a plan of reorganization to the Bankruptcy Court by October 1, 2003. When
filed, the plan of reorganizationwill set forth the means of treating claims, including liabilities subject to compromise. The
plan of reorganization will, in al probability, result in significant dilution or even cancellation of equity interests as a
result of issuance of equity securitiesto creditors or new investors. The confirmation of any plan of reorganization will
require acceptance by all classes of claimants as required under the Bankruptcy Code and approval of the Bankruptcy
Court. Under the Bankruptcy Code, post-petition liabilities and pre-petition liabilities subject to compromise must be
satisfied before shareholders can receive any distribution. The ultimate recovery to shareholders, if any, will not be
determined until the end of the case when the fair value of theassetsiscompared to theliabilitiesand claimsagainst the
Company. There can be no assurance asto what value, if any, will be ascribed to the Common Stock in the bankruptcy
proceedings.

The accompanying unaudited consolidated financial statements have been prepared in accordance with
accounting principlesgenerally acceptedintheUnited States. Suchfinancial statementshave been prepared onthebasis
that the Company will continue as agoing concern and do not reflect any adjustmentsthat might result if the Company
is unable to continue asagoing concern. The Company’ srecurring losses, negative cash flow from operations, and the
subsequent Chapter 11 case raise substantial doubt about the Company’s ability to continue as a going concern. The
ability of the Company to continue as a going concern and appropriateness of using the going concern basisis
dependent upon, among other things, (i) the Company’ s ability to comply with the DIP Agreement, (ii) submission and
confirmation of aplan of reorganization under the Bankruptcy Code, (iii) the Company’s ability to achieve profitable
operations after such confirmation, and (iv) the Company’s ability to generate sufficient cash from operations to meet
its obligations. The consolidated financial statements do not include any adjustments relating to recoverability and
classification of recorded asset amounts or the amount and classification of liabilities that might be necessary should
the Company be unable to continue as a going concern.

RESUL TSOF OPERATIONS

The Company reported a net loss of $3.6 million in the third quarter of fiscal 2003 compared to aloss of $22.2
millioninthethird quarter of fiscal 2002. Three major factors account for the $18.6 million favorable change. First, anon-
cash asset impairment charge of $6.6 million and a provision for income tax of $7.7 million were recorded in the third
quarter of fiscal 2002. No such adjustments were made in the third quarter of fiscal 2003. Second, dueto rapidly rising
prices for scrap, fuels, and alloys, which collectively represent over 50% of costs, substantially all steel producers,
including the Company, raised prices $35 per ton on most products effectivelatein the second quarter of fiscal 2003. As
aresult of the average selling price increasing more than the price of the raw material scrap, metal margin (the difference
between the selling price of the finished product and the price of scrap) increased $28 per ton resultingin a$3.4 million
improvement in operating results. Third, interest expense decreased $2.7 million asaresult of discontinuing the accrual
of interest on the Notes as of the Petition Date. Offsetting these favorable changes were $1.4 million in reorganization
expenses in the third quarter of fiscal 2003 and a one-time favorable tax credit in the prior year quarter in fiscal 2002.
Improved operating efficienciesof $1.5 millionwerecompletely offset by the sharply higher fuel pricesthantheprior year
third quarter.

The Company reported a net |oss of $30.2 in the nine month period ending June 30, 2003, million compared to
$33.0 million in the nine month period of fiscal 2002. The $2.8 million favorable change is primarily due to four factors.
First, the non-cash asset impairment charge of $8.0 million recorded in the nine month period ended June 30,2003 was
$2.6million greater than asimilar charge recorded in the comparabl e period of fiscal 2002. Second, aprovision for income
taxof $7.7 million was recorded in the first nine months of fiscal 2002 and no such provision was recorded in fiscal 2003.
Third, higher production costs, primarily related to higher fuel prices and per unit fixed cost due to lower capacity
utilizationlevels, adversely impacted earningsby $3.5million. Fourth, reorgani zati on expenseshad an unfavorabl eimpact
on results of $4.5million. Thediscontinued accrual of interest on the Notesimpacted earningsfavorably by $4.6 million.
The increase in metal margin of $6 per ton combined with a decrease in shipment volume of 32,000 tons resulted in
virtually no impact on operating results.
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The following table sets forth shipment and sales data.

Three Months Ended
June 30,
2003 2002
Net Sales (inthousands) ................cccovennt. $ 37,674 $ 38,864
Shipment TonS. ... e 120,100 140,951
Average Selling PricePerTon...................... $ 310 $ 2711
Metal MarginPer Ton ............cciivviinnna... $ 200 $ 172
Nine Months Ended
June 30,
__ 2003 __ 2002
Net Sales(inthousands) .......................... $ 103,900 $ 104,037
ShipmentTons. ... 350,330 382,213
Average Selling PricePer Ton...................... $ 293 $ 268
Metal MarginPerTon ..............coovivinnnn.. $ 185 $ 179

A. Sales

Net sales for the quarter decreased by 3% on a 15% decrease in shipments and a 14% increase in the average
selling price compared to the third quarter of fiscal 2002. The decrease in shipmentsis attributable to the recessionary
domestic economic conditions and some customers' concerns about thefinancial condition of the Company sincefiling
bankruptcy. The Company experienced ahigher average selling price and improved marginsinthethird quarter of fiscal
2003 as aresult of the $35 per ton price increase late in the second quarter mentioned above. In responseto escalating
scrap prices and high fuel costs in the fourth quarter of fiscal 2003, a $15 per ton price increase has been announced
effective at the end of August. The Company's results could be adversely impacted if the increases in selling prices
continue to lag the increases in scrap and electricity prices.

The Company has begun expanding sales on the West Coast by utilizing atransfer location that will facilitate
improved customer serviceat acompetitive net delivered price. The Company will also more aggressively pursuevarious
OEM (origina egquipment manufacturers) markets, such as joist, metal building, rack, material handling, and highway
safety. The Company recently entered into a service contract with a transportation internet service that specializesin
truck dispatch automation; this will facilitate improved customer service by providing increased truck availability at
reduced cost. The objective of theseinitiativesisto operate additional sales, leading to higher and more efficient levels
of capacity utilization.

Net salesfor the ninemonth period was approximately the same compared to thefirst ninemonthsof fiscal 2002.

Shipments decreased 8% and theaverage selling priceincreased 9% compared to the comparabl e prior year period. These
fluctuations are the result of the market factors noted above.

B. Cost of Goods Sold

The gross margin improved by $2.9 million in the third quarter of fiscal 2003 as compared to the comparable
prior year third quarter. This improvement was due to the fact that selling price increases exceeded cost increases.
However, cost of goods sold exceeded sales for the quarter and the nine months ended June 30, 2003 as well as those
of theprior year respective periods. Infiscal 2002, thiswas caused by an abnormally low selling price. Infiscal 2003, even
though selling prices improved, the higher prices for scrap and fuel and a higher fixed cost per ton as a result of
decreased production resulted in agross margin loss.

Scrap is used in the Company’s melting operations in Louisiana and is a significant cost component of the
finished product. Scrap cost during the third quarter increased $11 per ton or 11% compared to the same period | ast year
which partially offset the $39 per ton increase in average selling prices. Scrap increased sharply during the first two
quarters of fiscal 2003 as a result of an exceptionally strong export market and a domestic market affected by steel
producers increasing their scrap inventories, and stabilized in the third quarter. Generally and over periods of time, the
average selling price of finished product trendswith scrap prices. The Company expectsthat, initsfourth quarter, scrap
priceswill increase sharply. Additive and alloy costs increased by $3 per ton as aresult of sharply increasing prices.
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Conversion cost includes|abor, energy, maintenance material's, and suppliesused to convert raw material sinto
billets and billetsintofinished product. Conversion cost per ton for the L ouisianaoperationswas approximately thesame
in thethird quarter of fiscal 2003 ascompared to the same period last year despitea$1.5 millionincreasein electricity and
natural gas prices. With constant fuel prices, the per unit conversion cost would have decreased 8% inthethird quarter
of fiscal 2003 ascompared to the prior year period. The Tennesseerolling mill experienced a14% decreasein conversion
cost largely driven by controls on labor and overhead and maintenance materials spending. The Company continued
to reduce operating levels in the third quarter of fiscal 2003 in order to reduce inventories which had increased
significantly at the end of the first fiscal quarter. This also adversely impacted per unit production costs for the third
quarter of fiscal 2003.

Fiscal year to date conversion cost per ton exceeded the prior year period by nearly 9% in Louisianaand .
decreased in Tennessee by 10%. These year to date fluctuations in conversion costs per ton are primarily due to the
same factors noted above.

The Company continuesto critically evaluate the cost effectiveness of certain operating assets, their mode of
operation and theimpact on inventoriesand cost, and the general business environment in which each facility operates.
The Company’s recent goal of achieving operating cash flow breakeven (loss plus depreciation, amortization and
restructuring charges) has been achieved in the third quarter of fiscal 2003 for the first time since fiscal 1999.

C. Asset |mpairment

During fiscal 2002, the Company adopted Statement of Financial Accounting StandardsNo. 144, “ Accounting
forthelmpairment or Disposal of Long-Lived Assets,” (“ SFAS144") which requires, among other things, that companies
recognize impairment lossesonlong-lived assets. SFA S 144 supersedespreviousaccounting standardswhich contained
similarprovisions. SFA S 144 statesthat animpairment isacondition that existswhen the carrying amount of along-lived
asset or asset group exceeds its fair value and therefore is not recoverable. This condition is deemed to exist if the
carrying amount of the asset or asset group exceeds the sum of the undiscounted cash flow expected to be derived from
the use and eventual disposition of the asset or asset group.

Asaresult of recent operating losses, projections of future operating performance, and continued negative
market trends, the Company believed that the application of the criteria established by SFAS 144 required recognition
of impairment losses on the asset group comprising its Tennessee rolling mill, which losses were recorded in the third
quarter of fiscal 2002 and the second quarter of fiscal 2003. In determining the fair value of the Tennessee rolling mill,
the Company employed the present val ue technique of discounting, at arisk freerate, multiple cash flow scenarios that
reflect arange of possible outcomesfrom the utilization and ultimate disposal of the Tennesseerolling mill. The various
scenarios made assumptions about key drivers of cash flow, such as metal margin, shipments, capital expenditures,
production levels, and distribution cost. Each scenario was then assigned a probability weighting representing
management’s judgment of the probability of achieving each cash flow stream. Based on such judgment and
assumptions underlying the calculation, the Company has reduced the carrying value of the assets comprising its
Tennessee rolling mill by $8.0 million inits second quarter of fiscal 2003. The Company a so reduced the carrying value
of these assetsby $6.6 million in fiscal 2002. The valuewasgenerally influenced by alonger time frameinwhich margins
improved toward historical levels. The Company’ s ability to achieve certain liquidity levelsincluded inthevarious cash
flow scenarios may result in actions that may again change the carrying value.

Once the plan of reorganization is approved by the Bankruptcy Court, the carrying value of certain plant,
property, and equipment could be subject to recorded adjustments.

D. Sdling, General and Administrative

Selling, general and administrative expenses were approximately the same in the third fiscal quarter and

increased $345,000 in the nine months ended June 30, 2003 as compared to the same prior year periods. Theincreasein
fiscal 2003 is due primarily to an increase in insurance premiums.
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E Reor ganization Expenses

Reorganization expensesin the amount of $1.4 million for the three months ended June 30, 2003 consist of
professional fees and other expenses associated with the Chapter 11 proceedingsthat are approved by the Bankruptcy
Court. Reorganization expenses for the nine months ended June 30, 2003 also include deferred financing charges
associated with the pre-petition line of credit which were expensed as a reorgani zation item and expenses prior to the
Petition Date related to the Company’ s efforts to restructure the debt in an out of court arrangement. The Company
expects the professional fees and other expense items to approximate $0.4 to $0.5 million per month for the foreseeable
future.

F. Interest Expense

I nterest expensedecreased by $2.7 million for thethreemonthsand $4.5 million for theninemonthsended June
30, 2003 as compared to the same prior year periods. The Company discontinued accruing interest on the $120 million
of Notessincethisliability is subject to compromisein Chapter 11 proceedings. Thetotal interest on pre-petition Notes
that was not charged to earningsfor the period from January 23, 2003 to June 30, 2003 was $5.0 million. Interest expense
on the line of credit increased relative to the prior year due to greater borrowings.

G Net L oss

Net lossdecreased $18.6 millionin thethird quarter of fiscal 2003 compared to the same prior year period. This
is primarily dueto the asset impai rment charge and theincometax provision recognized in the third quarter of fiscal 2002
in the amount of $6.6 million and $7.7 million, respectively, and there were no such adjustmentsin the comparabl e period
of fiscal 2003. Additional factorsin fiscal 2003 were the increase in the average selling price of $39 per ton and the
decreasein interest expense as aresult of discontinuing the accrual of interest on the Notes as of the Petition Date.

LIQUIDITY AND CAPITAL RESOURCES

A. Operating Cash Flow

For thefirst nine months of fiscal 2003, excluding reorganization expenses, $7.3 million was used in operations
due largely to the net loss generated during the period. During the same period of the prior year $6.3 million was used
in operations for similar reasons. During the first nine months of fiscal 2003, inventories decreased by $1.1 million asa
result of reducing operating levels below the low shipment levels of the quarter. Accounts payable increased due to
post-petition payment terms given by many of the Company’s suppliers. During the first nine months of fiscal 2003,
receivablesincreased by $0.6 million asthe collection rate fell slightly below the sales.

Excluding reorganization expensesand changesin working capital, the Company reached cash flow breakeven
fromoperations in the third quarter. The Company’s liquidity position remains its highest priority. The Company is
hoping to continueto achieve cash flow breakeven in thefourth fiscal quarter. Thisis predicated on many assumptions,
including maintaining current price realizations and stabilization in the scrap prices and moderation of the recent fuel
prices.

B. Capital Expenditures

Capital expenditurestotaled $1.2 million in the first nine months of fiscal 2003 compared to $1.0 million in the
same period last year. Spending during both periods has been limited to required facility maintenance capital programs.
Given current conditions and the condition of thefacilities, capital programs over the next twelve monthswill continue
to be directed towards maintenance programs requiring approximately $3.0 million.

C. Liguidity & Financing Matters

On February 28, 2003, the Bankruptcy Court approved the Debtor-1n-Possession Financing Agreement (“DIP
Agreement”) between the Company and the existing lenders on its credit facility. The Company retired its pre-petition
secured credit facility inthe amount of $18.6 million. In connection with thistransaction, the Company wrote off $392,330
of deferred financing costsrelated toitsold credit facility asareorganization expense and capitalized $555,100in deferred
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financing cost on the DIP Agreement as other assets. The DIP Agreement, which isa$45 million credit facility and has
atwelve month term, is secured by inventory, receivables, and certain fixed assets previously unencumbered by other
debt agreements, bearsinterest at prime plus 1% or LIBOR plus 3%. Based on the borrowing base criteria, as defined,
approximately $20.4 million isavailable as of June 30, 2003; however, the Company is required to maintain a minimum
liquidity reserveof $12 million. Thisminimum effectively reducesadditional availability for borrowingto $8.4 million. The
DIP Agreement required, among other things, the Company to meet certain cash operating performance measures based
on the Company's weekly budget for a 13 week period ending which ended April 26, 2003. The Company was in
compliance throughout the period. There are no other financial performance covenants. The maximum amount
outstanding under the pre-petition secured credit facility and the DIP Agreement during the nine-month period ended
June 30, 2003 was $21.7 million. The average borrowings were $16.8 million and the weighted average interest rate was
4.95%.

OTHER COMMENTS

Forwar d-L ooking I nformation, Inflation and Other

This document contains various "forward-looking" statementswhich represent the Company's expectation or
belief concerning future events. Statements regarding the Company’ s ability to completeits bankruptcy reorganization
proceedings timely, the outcome of the reorganization plan,the Company’ sability to sustain current operationsduring
the pendency of the reorganization including its ability to maintain normal relationships with customers, the ability of
the Company to establish normal terms and conditionswith suppliersand vendors, costsof the reorganizati on process,
the adequacy of financing arrangements during the reorganization period, future market prices, operating results,
synergies, future operating efficiencies, future governmental actions and the results of such actions, cost savingsand
other statements which are not historical facts contained in this Quarterly Report on Form 10-Q are forward-looking
statements.

The Company cautions that anumber of important factorscould, individually or in the aggregate, cause actual
results to differ materially from those included in the forward-looking statements. These include but are not limited to
statements rel ating to future actions, prospective products, future dealingswith the notehol dersor senior credit lenders,
future performance or results of current and anticipated new products, sales efforts, availability of raw materials,
expenses such asfuel and scrap cost, the outcome of contingencies, the cost of environmental compliance and financial
results. From time to time, the Company also may provide oral or written forward-looking statementsin other materials
released tothe public. Any or all of theforward-looking statementsin thisreport andin any other public statements may
turn out to be wrong, and can be affected by inaccurate assumptions by known or unknown risks and uncertainties.
Many factors mentioned in the discussion above will be important in determining future results. Consequently, no
forward-looking statements can be guaranteed. Actual future results may vary materially. The Company undertakes no
obligation to publicly update any forward-looking statements, whether as aresult of new information, future events or
otherwise. Readers are advised, however, to consult any further disclosures on related subjectsin the Company’ sother
reports to the Securities and Exchange Commission.

The Company is subject to increases in the cost of energy, supplies, salaries and benefits, additives, alloys,
and steel scrap due to inflation. Finished goods 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 ismanagement’ s opinion that the Company’ sliahility,
if any, under such claims or proceedings, with exception to the eventsdiscussed in “ Liquidity and Capital Resources,”
would not materially affect its financial position.

The Company provides the following cautionary discussion of risks, uncertainties, and possibly inaccurate

assumptions relevant to our businesses. These are factors that could cause actual results to differ materially from
expected and historical results. Other factors besides those listed here could also adversely affect future operating
results. Thisdiscussion is provided as permitted by the Private Securities Litigation Reform Act of 1995.
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»  Genera economic conditionsin the United States.
» Potential additional military conflicts in the Persian Gulf area or other parts of the world pursuant to the
United States effortsto combat domestic and global terrorism.

» Theimportsinto the United States that have affected the steel market.
» Thehighly cyclical and seasonal nature of the steel industry.

»  Thepossibility of increased competition from other minimills.

» The Company’s ability to expand its product lines and increase acceptance of existing product lines.

» The Company’sability to rationalize its products without adversely impacting other products.

» Additional capacity in the Company’s product lines.

»  Running shorter production cyclesin acost effective manner.

» Theavailability of raw materials such as steel scrap.

» Thecost and availability of fuels, specifically natural gas and electricity.

»  Thecosts of environmental compliance and the impact of government regulations.

»  The Company’srelationship with itsworkforce.

» Therestrictive covenants and tests contained inthe Company’ sexisting and future debt instrumentsthat
could limit its operating and financial flexibility.

» Therisk that the Company will not have the liquidity required to meet its commitments either through
utilization of existing and future credit agreements, alternative agreements or internally generated funds.

» Thecost of restructuring charges.

» Theinability to get the Company’s plan of reorganization approved.

PART Il - OTHER INFORMATION

ltem1l. LEGAL PROCEEDINGS

On January 22, 2003, the Company voluntarily filed for relief under Chapter 11 of the U.S. Bankruptcy Code. The
petition was filed in the Bankruptcy court, Case No. 03-30816BJH. The Company continues to operate business as
debtors-in-possession under Sections 1107 and 1108 of the Bankruptcy Code.

The Company isinvolved in avariety of claims, lawsuits and other disputes arising in the ordinary course of
business. The Company believesthe resolution of these matters and theincurrence of their related costs and expenses
should not have a material adverse effect on its consolidated financial position, results of operations or liquidity. In
addition, unless modified by the Bankruptcy Court, pursuant to the automatic stay provision of Section 362 of the
Bankruptcy Code, most pre-petition litigation against the Company is currently stayed.

ltem3. DEFAULTSUPON SENIOR SECURITIES

Priorto the Company’ sfiling for protection under Chapter 11 of the U.S. Bankruptcy Code on January 22, 2003,
the Company was unable to make the $5.7 million semiannual interest payment due under its Notes. As a result, on
December 16, 2002 the Company wasin default of the Notesand, dueto crossdefault provisions, the Company wasal so
in default of its $50 million line of credit agreement. The total arrearages of interest paymentsis $7.9 million.

ltem4. CONTROLSAND PROCEDURES

CONTROL SAND PROCEDURES

The Company's Chief Executive Officer and Chief Financial Officer have evaluated the effectiveness of the
Company's disclosure controls and procedure (as is defined in Rules 13a-14(c) and 15d-14(c) under the Securities
Exchange Act of 1934 (the "Exchange Act") as of adate within 90 daysbefore thefiling date of this quarterly report (the
"Evaluation Date"). Based on such evaluation, such officers have concluded that, as of the Evaluation Date, the
Company's disclosure controls and procedures are effective in alerting them on atimely basis to material information
relating to the Company (including its consolidated subsidiaries) required to be included in the Company's periodic
filings under the Exchange Act.
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CHANGESIN INTERNAL CONTROLS

Since the Evaluation Date, there have not been any significant changesin the Company'sinternal controlsor
in other factorsthat could significantly affect such controls.

ltem5. OTHERINFORMATION

The Company's common stock has been suspended from trading on the American Stock Exchange ("AMEX")
since January 22, 2003, and it is expected that AMEX will take action on August 19, 2003 to delist the stock. An
aternative trading system does not appear to be available at thistime or for the foreseeabl e future.

ltem6. EXHIBITSAND REPORTSON FORM 8-K

(a Exhibits

31

32

41

4.2

311

312

321

32.2

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

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).

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), River Road Realty Corporation and Bank
One, astrustee (incorporated by reference to the Company’s Annual Report on Form 10-K
for the year ended September 30, 1998.

Debtor-In-Possession Loan and Security Agreement by and among Congress Financial
Corporation as Lender and Bayou Steel Corporation and Bayou Steel Corporation
(Tennessee) as Debtors-1n-Possession and Borrower dated February 28, 2003.

Certification of Howard M. Myerspursuant to Rule 13a-14 under the SecuritiesExchange Act
of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of Richard J. Gonzalez pursuant to Rule 13a-14 under the Securities Exchange
Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of Howard M. Myers pursuant to 18 U.S.C. Section 1350, as adopted pursuant
to Section 906 of the Sarbanes-Oxley Act of 2002.

Certification of Richard J. Gonzalez pursuant to 18 U.S.C. Section 1350, as adopted pursuant
to Section 906 of the Sarbanes-Oxley Act of 2002.
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S GNATURE

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

BAYOU STEEL CORPORATION

By /s/Richard J. Gonzalez
Richard J. Gonzalez
Vice President, Chief Financial Officer,
Treasurer, and Secretary

Date:  August 19, 2003

Page 22



Exhibit 31.1

I, Howard M. Meyers, certify that:

1

2,

| have reviewed this quarterly report on Form 10-Q of Bayou Steel Corporation;

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

Based on my knowledge, the financial statements, and other financial information included in this quarterly

report, fairly presentin all material respectsthefinancial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this quarterly report;

The registrant’s other certifying officer and | are responsible for 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 informationrelatingtothe
registrant,includingitsconsolidated subsidiaries, ismadeknownto usby otherswithinthoseentities,
particularly during the period in which this quarterly report is being prepared;

b) evaluated the effectiveness of the registrant’ s disclosure controls and procedures as of adatewithin
45 days prior to thefiling date of this quarterly report (the “ Evaluation Date”); and

C) presented in this quarterly 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 deficienciesin the design or operation of internal controlswhich could adversely affect
the registrant’ s ability to record, process, summarize and report financial dataand 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 employees who have a
significant role in the registrant’ sinternal controls; and

The registrant’ s other certifying officerand | have indicated in this quarterly report whether or not there were
significant changes in internal controls or in other factors that could significantly affect internal controls
subsequent tothedate of our most recent eval uation, including any correctiveactionswithregardto significant
deficiencies and material weaknesses.

Date: August 19, 2003 /sl HOWARD M. MEYERS

Howard M. Meyers
Chairman of the Board and
Chief Executive Officer
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Exhibit 31.2

I, Richard J. Gonzalez, certify that:

1

2,

| have reviewed this quarterly report on Form 10-Q of Bayou Steel Corporation;

Based on my knowledge, this quarterly report does not contain any untrue statement of amaterial fact or omit
to state amaterial 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 quarterly report;

Based on my knowledge, the financial statements, and other financial information included in this quarterly

report, fairly present in all material respectsthefinancial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this quarterly report;

The registrant’s other certifying officer and | are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) fortheregistrant and we have:

a) designed such disclosure controls and procedures to ensure that material informationrelatingtothe
registrant,includingitsconsolidated subsidiaries, ismadeknownto usby otherswithinthoseentities,
particularly during the period in which this quarterly report is being prepared;

b) evaluated the effectiveness of the registrant’ s disclosure controls and procedures as of adatewithin
45 days prior to thefiling date of this quarterly report (the “ Evaluation Date”); and

C) presented in this quarterly 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 deficienciesin the design or operation of internal controlswhich could adversely affect
the registrant’ s ability to record, process, summarize and report financial dataand 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 employees who have a
significant role in the registrant’ sinternal controls; and

Theregistrant’ s other certifying officer and | have indicated in this quarterly report whether or not there were
significant changes in internal controls or in other factors that could significantly affect internal controls
subsequent tothedate of our most recent eval uation, including any correctiveactionswith regardto significant
deficiencies and material weaknesses.

Date: August 19, 2003 /sl RICHARD J. GONZALEZ

Richard J. Gonzalez
Vice President, Chief Financia Officer,
Secretary, and Treasurer
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Exhibit 32.1

CERTIFICATION
Pursuant to 18 U.S.C. Section 1350
as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the quarterly Report of Bayou Steel Corporation (the“Company”) on Form 10-Q for the period
ended June 30, 2003, as filed with the Securities and Exchange Commission on the date hereof (the* Report”), I, Howard
m. Meyers, Chairman of the Board and Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1)  TheReport fully complieswith the requirements of Section 13(a) or 15(d) of the Securities Exchange Act
of 1934 except that the Accountants' review required by Rule 10-01(d) of Regulation SX was not
performed; and

(2)  Theinformation containedinthe Report fairly presents, inall material respects, thefinancial conditionand
results of operations of the Company.

Date: August 19, 2003 /sl HOWARD M. MEYERS
Howard M. Meyers
Chairman of the Board and
Chief Executive Officer
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Exhibit 32.2

CERTIFICATION
Pursuant to 18 U.S.C. Section 1350
as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the quarterly Report of Bayou Steel Corporation (the“Company”) on Form 10-Q for the period
ended June 30, 2003, as filed with the Securities and Exchange Commission on the date hereof (the* Report”), I, Richard
J. Gonzalez, Vice President, Chief Financial Officer, Secretary, and Treasurer of the Company, certify, pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1)  TheReport fully complieswith the requirements of Section 13(a) or 15(d) of the Securities Exchange Act
of 1934 except that the Accountants' review required by Rule 10-01(d) of Regulation SX was not
performed; and

(2)  Theinformation containedinthe Report fairly presents, inall material respects, thefinancial conditionand
results of operations of the Company.

Date: August 19, 2003 /s| RICHARD J. GONZALEZ
Richard J. Gonzalez
Vice President, Chief Financial Officer,
Secretary, and Treasurer
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