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PART | - FINANCIAL INFORMATION

INDEPENDENT AUDITOR'SREVIEW STATUS

Duetothe Company filing avoluntary petition for reorganization on January 22, 2003, the Company was not able
to obtain Bankruptcy Court approval for the appointment of an independent auditor in time to engage such auditor to
perform the required review of the Company’s December 31, 2002 interim financial statements in accordance with
professional standards as required 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 approval of anindependent auditor by the Bankruptcy Court, the Company will issue an amended Form 10-Q once
the required review procedures have been compl eted.

ltem1. EINANCIAL STATEMENTS

BAYOU STEEL CORPORATION
CONSOL IDATED BALANCE SHEETS

ASSETS
(Unaudited) (Audited)
December 31, September 30,
2002 2002
CURRENT ASSETS:

Cash $ 979,792 $ 57,290
Receivables, net of allowance for doubtful accounts .......... 12,789,646 16,772,317
INVENtOMES ...\ 60,127,839 58,099,176
Prepaid eXpenses . ...t e 2,049,605 1,047,610
Total currentassets ...t 75,946,882 75,976,393

PROPERTY, PLANT AND EQUIPMENT:
Land . ... 3,427,260 3,427,260
Machinery and equipment ..............ccviiiiiiiineann. 154,446,607 153,978,320
Plant and officebuilding ... 25,659,860 25,659,860
183,533,727 183,065,440
Less-Accumulated depreciation ..., 85,838.857) (84,097,031)
Net property, plantand equipment . .................... 97,694,870 98,968,409
OTHER ASSET S ..t e e i 2144203 223084
Total @SSEtS ..ot $ 175785955 $ 177175696

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

(Unaudited)
December 31,
2002
CURRENT LIABILITIES:
Accountspayable ............i i $ 11,408,686
Interestpayable ..........cc i 7,125,000
Accrued liabilities ... 7,309,387
Borrowings under line of credit, including accrued
interest-indefault ........... ... 18,870,402
Long-termdebt-indefault ............... ... ..l 119,384,373
Total current liabilities .......... ... ..o 164,097,848
LONG-TERM DEBT ...ttt i —
COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS EQUITY:
Common stock, $.01 par value -
Class A: 24,271,127 authorized and 10,619,380
outstandingshares ..................ciiiin... 106,194
ClassB: 4,302,347 authorized and 2,271,127
outstandingshares ..................ciiiin... 22,711
ClassC: 100 authorized and outstanding shares ........... 1
Total commonstock ... 128,906
Paid-incapital ........... .. 46,045,224
Retained €arnings . .........uuuuriiiiiiiiiiiiiiiiiiaa (33,836,681)
Accumulated other comprehensiveincome (10ss) ............. (649,342
Total stockholders equity ............ccoiiiiiinnnnn. 11,688,107
Total liabilities and stockholders equity ................ $ 175785955

(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

CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
ThreeMonthsEnded
December 31,
2002 2001
NET SALES .+ttt e e $ 28830694 $ 29,757,204
COSTOF SALES ... e 32,236,269 30,052,513
GROSSMARGIN . . .o e (3,405,575) (295,309
SELLING, GENERAL AND ADMINISTRATIVE ................ 1,713,333 1,658,844
RESTRUCTURINGCHARGES ....... ..ot 8519 —
OPERATING LOSS .. ..ttt (6,067.427) (1,954,153
OTHER INCOME (EXPENSE):
INtErESt EXPENSE vttt e (3,018,668) (2,896,801)
INtErest iNCOME . ..ottt e — 1,074
MiSCEIIANEOUS .+« « v vt ettt 100,063 46,625
2,918605) 2,849,102
NET LOSS .« e e ittt ettt e ettt et e 8,986,032 $ (4,803.255)
Weighted average basic and diluted
common sharesoutstanding ..., 12,890,607 12,890,607
Net loss per basic and diluted commonshare ................... $ (70 $ (3

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

CONSOL IDATED STATEMENTSOF CASH FLOWS

(Unaudited)
Three Months Ended
December 31,
2002 2001
CASH FLOWSFROM OPERATING ACTIVITIES:

NEEIOSS ..o $ (8,986,032 $ (4,803,255)

DepreCiation .. ... ..ot 1,926,278 2,083,676

AMOiZation . ... ..o e 115251 134,908

Provision for losses on accountsreceivable .................. 30,537 31,205

Changesin working capital:

Decreaseinreceivables ...t 3,952,134 5,144,590

(Increase) iniNventories ...........ccoeeeeiiiiinnenninn. (2,028,663) (2,143,928)

(Increase) in prepaid expenses and other assets ............ (1,001,995) (117,805)

(Decrease) inaccountspayable .................ooiiat, (3,730,992 (3,808,594)

Increase (decrease) ininterest payable

and accrued liabilities ............. ... i 123501 2,834.1
Net cash (usedin) operations ...................c.vu.. (9.599.981) (6.363.308)

CASH FLOWS FROM INVESTING ACTIVITIES:

Purchases of property, plantand equipment .................. (652,739) (542.806)
CASH FLOWS FROM FINANCING ACTIVITIES:

Net borrowingsunder lineof credit ......................... 11,175,222 6.906.114
NETDECREASEINCASH -ttt (922,502 —
CASH, beginningbalance ... 57.290 —
CASH, endingbalance ... $ 979,792 $ —
SUPPLEMENTAL CASH FLOW DISCLOSURE

Cash paid during the period for:

OISt . oottt e $ — $ 5,700,000

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

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2002

(Unaudited)

1) BASISOF PRESENTATION, LIQUIDITY, FINANCING
MATTERS AND BANKRUPTCY PROCEEDINGS

Theaccompanying unauditedinterim consolidatedfinancial statementshavebeen prepared pursuanttotherules
and regulations of the Securities and Exchange Commission (“SEC”); however see Note 2 regarding the status of an
independent auditor’ sreview. Certain information and note disclosures normally included in annual financial statements
preparedin accordancewith generally accepted accounting principleshave been condensed or omitted pursuant tothose
rules and regulations. However, all adjustments, which, in the opinion of management, are necessary for fair presentation
have been included except adjustmentsrelated to inventory. Theinventory valuationsas of December 31, 2002 are based
on last-in, first-out (“LIFO") estimates of year-end levels and 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 statements include the accounts of Bayou Steel Corporation and its
wholly-owned subsidiaries (the“ Company”) after elimination of all significant intercompany accounts and transactions.
Theresults for the three months ended December 31, 2002 are not necessarily indicative of theresultsto be expected for
the fiscal year ending September 30, 2003.

Excluded from common stock equivalents in the calculation of diluted |oss per share were 554,000 and 389,000
commonstock optionsfor thequartersended December 31, 2002 and 2001, respectively. The Company recognizesrevenue
from sales at the time of shipment.

Asaresult of thegeneration of significant netlossesover the past threeyears, the Company’ sliquidity hasbeen
severely constrained and the Company was unable to make the semiannual interest payment due under its $120 million
FirstMortgage Notes (the"Notes"). Asaresult, on December 16, 2002 the Company wasin default of the Notesand, due
to cross default provisions, the Company was also in default of its $50 million line of credit agreement. Because of the
current classification of the full amount of the Company’ s debt resulting fromthe events of default, the Company had
negative working capital of approximately $88 million as of December 31, 2002.

On January 22, 2003, the Company and its subsidiaries Bayou Steel Corporation (Tennessee), and River Road
Realty Corporation (collectively, the "Debtors"), filed a voluntary petition for reorganization 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"). The Company intendsto continue normal operations and does not
currently foresee any interruption in the shipment of product to customersin the near term. The Company is managing
its business subsequent to the Petition Date as debtor-in-possession subject to Bankruptcy Court approval and
oversight. The Company attributed the need to reorganize to market conditionsin the U.S. steel industry resulting from
significant pressurefromimported steel products, low product pricing, and high energy costs. Thesefactors, coupledwith
the effects of aslow down in the economy, have adversely affected the Company over the past several years.
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Under Chapter 11 proceedings, actionsby creditorsto collect claimsin existence at thefiling date (“ prepetition”)
are stayed (“deferred”), absent specific Bankruptcy Court authorizationto pay such claims, whilethe Company continues
to manage the business as a debtor-in-possession. The rights of and ultimate payments by the Company to prepetition
creditors and to equity investors may be substantially altered. That could result in claims being liquidated in the Chapter
11 proceedings at less (possibly substantially) than 100% of their face value and the equity of the Company’s equity
investors being diluted or canceled. Prepetition creditors and equity investors will each have votes in the plan of
reorganization. The Company hasnot yet proposed aplan of reorganization andisintheprocess of compilinginformation
on assets and liabilities, both secured and unsecured, that may be subject to compromise or whose balance sheet
classification might change as a result of the Chapter 11 proceedings. In the quarter ended December 31, 2002, the
Company incurred approximately $1.0 million in consulting and legal fees classified as restructure charges related tothe
debt defaults that preceded the Petition Date.

Due to material uncertainties, it is not possible to determine the additional amount of claims that may arise or
ultimately be filed, or to predict the length of time the Company will operate under the protection of Chapter 11, the
outcome of the Chapter 11 proceedings in 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. Additionally, the Company anticipates that future statements of operations and
balance sheet presentation may vary from those presented herein.

Immediately after the petition date, the Bankruptcy Court approved interim orders authorizing the use of cash
collateral (the" Collateral Agreements") to continueto operateonagoing concernbasis. Under the Collateral Agreements,
al cash generated from operations subsequent to the Petition Date can be used by the Company to pay wages and
generally conduct its business affairs so asto avoid immediate and irreparable harm to the Company.

On February 4, 2003, the Company and the existing lenderson itscredit facility petitioned the Bankruptcy Court
for approval of a Debtor-In-Possession Financing Agreement (“DIP Agreement”). An interim order was approved on
February 12, 2003. The final order will be heard on February 28, 2003. The DIP Agreement is secured by inventory,
receivables, and certain fixed assets previously unencumbered by other debt agreements, bearsinterest at prime plus 1%
or LIBOR plus 3%, and expiresin one year. Based on the borrowing base criteria, as defined, approximately $8 millionis
available as of February 4, 2003. Until the final order is approved, the lenders would make approximately $2.5 million of
the $8 million available. The DIP Agreement requires, among other things, the Company to meet certain cash operating
performance measures based on the Company’ s budget for a 13 week period. There are no other financial performance
covenants. Intheevent that the Company violatesthe covenants, it would be considered i n default of the DIP Agreement
and the lenders could invoke their rights up to and including liquidation of their collateral to satisfy the outstanding
balance.

The accompanying unaudited consolidated financial statements have been prepared in accordance with
accounting principlesgenerally accepted inthe United States. Such financial statements have been prepared onthebasis
that the Company will continue as a going concern and do not reflect any adjustments that might result if the Company
is unable to continue as a going concern. The Company’s recurring losses and negative cash flow from operations,
current liabilities in excess of current assets and the subsequent Chapter 11 case raises substantial doubt about the
Company’s ability to continue as a going concern. Management intends to submit a plan for reorganization to the
Bankruptcy Court. The ability of the Company to continue as a going concern and appropriateness of using the going
concern basis is dependent upon, among other things, (i) final approval of and the Company’ sability to comply with the
DIP Agreement, (ii) submission and confirmation of a plan 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.
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Management believes that a plan of reorganization, as it is being developed and subject to approval of the
Bankruptcy Court, and the DIP Agreement, will provide sufficient liquidity to allow the Company to continue asagoing
concern; however, there can be no assurancethat the sources of liquidity will be sufficient to meet the Company’ s needs.

2 INDEPENDENT AUDITOR'SREVIEW STATUS

Duetothe Company filing avoluntary petition for reorganization on January 22, 2003, the Company was not able
to obtain Bankruptcy Court approval for the appointment of an independent auditor in time to engage such auditor to
perform the required review of the Company’s December 31, 2002 interim financial statements in accordance with
professional standards as required 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 approval of anindependent auditor by the Bankruptcy Court, the Company will issue an amended Form 10-Q once
the required review procedures have been compl eted.

3 INVENTORIES

Inventories consist of the following:

(Unaudited) (Audited)

December 31, September 30,

2002 2002
SEEEI SCIaP vttt et $ 213718 $ 26671%
Billefs .. 6,059,566 6,592,189
Finishedproduct ............. ..., 40,945,471 37,731,152
LIFOadjustments ............ccoiiiiiiiiiann, 484121 680,306
49,626,340 47,670,841
Operating supplies ........coviiiiiii i 10,501,499 10,428,335
$ 60127839 58,099,176

As of December 31, 2002 and September 30, 2002, $2.3 million in lower of LIFO cost or market reserves are
included as reductions of finished product inventory.

4) LONG-TERM DEBT

The Company has$120 million of first mortgage notesbearing interest at 9.5% (9.65% effectiverate) due
2008 with semiannual interest paymentsdue May 15 and November 15 of each year. The Noteswereissued 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.

Asaresult of significant cash losses over the last two years, the Company did not have sufficient cash and
availability under itsexisting credit facility to pay itsNovember 15, 2002 semiannual interest payment due under theNotes.
Under the terms of the indenture under which the Notes are issued (the “Indenture”), an event of default is considered
to exist if the Company does not pay interest on the Notes when due and such action remainsuncured for aperiod of 30
days. As of December 16, 2002, the Company did not make the interest payment, and under the terms of the Indenture,
the Company isin default. The existence and continuance of such an event of default permits the trustee or holders of
at least 25% of the principal amount of the Notesto declare the Notesimmediately due and to foreclose on the security.
Accordingly, the entire $120 million, net of the unamortized original issue discount of $615,627, is reported in the
accompanying consolidated balance sheetsas acurrent liability as of December 31, 2002 and the Company continuesto
carry the unamortized debt issue cost of $1.7 million as a noncurrent asset. Pending the results 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 costs will likely be required in future periods.
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5) SHORT-TERM BORROWING ARRANGEMENT

Prior to the Petition Date, the Company maintained a$50 million line of credit agreement, secured by accounts
receivable and inventories, used for general corporate purposes. The terms of the agreement require the Company to
maintain aminimum net worth when excessavailability, asdefined, islessthan $20 million. Since the Company’ sminimum
net worth was significantly below the minimum requirement, the Company’ s ability to borrow waslimited by thisterm of
the agreement and the Company had essentially no excess availability as of December 31, 2002.

The credit agreement has cross default provisions with the Notes; consequently, the Company has been in
default under this agreement since December 16, 2002. The lender neither amended the agreement to lower the excess
availability limits which trigger the minimum net worth requirement, nor waived the cross default provisions. By not
waiving the default, the lender maintains al the rights and remedies under the line of credit agreement.

As of December 31, 2002, the entire $18.9 million balance outstanding is reported in the accompanying
consolidated balance sheets as a current liability and the Company continues to carry the unamortized debt issue cost
of $0.4 million as anoncurrent asset. Upon the anticipated approval of the DIP Agreement by the Bankruptcy Court, the
Company will berequired to write off this asset asachargeto future period earnings. The maximum amount outstanding
during the three-month period ended December 31, 2002 was $19.6 million, theaverage borrowingswere $14.9 million, and
the weighted average interest rate was 4.1%.

6) 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 the direct and indirect subsidiaries of 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 December 31, 2002 and September 30, 2002 and condensed consolidating statements
of operations and cash flows for the three months ending December 31, 2002 and 2001 (in thousands).

Condensed Balance Sheets December 31, 2002 (Unaudited)
Guarantor

Par ent Subsidiaries Eliminations Consolidated
CUMENt ASSELS « v vvvve it $ 103146 $ 14,944 $ (42,143) $ 75,947
Property and equipment, net .............. 77,608 20,087 — 97,695
Other noncurrent assets . ...« vvveveeenn... (7529 177 9,496 2144
Totalassets ...........ccoviiiiiit. $ 173225 $ 35,208 $ (32,647) $ 175,786
Current liabilities .. ...t $ 161537 $ 44,704 $ (42,143) $ 164,098
Equity ... 11,688 (9,496) 9496 11,688
Total liabilitiesand equity .............. $ 173225 $ 35,208 $ (32,647) $ 175,786

September 30, 2002 (Audited)

Guarantor

Par ent Subsidiaries Eliminations Consolidated
CUMENt ASSELS « v vvvve it $ 101,835 $ 14,847 $ (40,706) $ 75,976
Property and equipment, net .............. 78,674 20,294 — 98,968
Other noncurrent assets . ...« vvvvvveenn... (6,072 187 8116 2231
Totalassets ...........ccoviiiiit. $ 174,437 $ 35328 $ (325900 $ 177175
Current liabilities ...t $ 153,763 $ 43,444 $ (40,706) $ 156,501
Equity ... 20674 (8.116) 8116 20674
Total liabilitiesand equity .............. $ 174,437 $ 35328 $ (325900 $ 177175




Condensed Statements of Oper ations Three Months Ended December 31, 2002 (Unaudited)

Guarantor
Parent Subsidiaries Eliminations Consolidated
Netsales ... $ 27690 $ 5575  $ (4,434 $ 28,331
Cost of sales and administrative expense . . . (32,620) (6.712) 4434 (34.898)
Operatingloss ...t (4,930 (1,1237) — (6,067)
Interest and other income (expense) ....... (4,056) (243) 1,380 (2919
NetlossS . ....ooviii s $ (8986) $ (1380) $ 1,380 $ (8,986)
Three Months Ended December 31, 2001 (Unaudited)
Guarantor
Parent Subsidiaries Eliminations Consolidated
NEtSAIES « v e vt $ 28348 % 7078  $ (5,669) $ 29,757
Cost of salesand administrative expense . . . (29.169) (8,211) 5,669 (31,711)
Operatingloss ........................ (821) (1,133 — (1,954
Interest and other income (expense) ....... (3,982 (248 1381 (2849
NetlosS . ..o $ (4803) $ (1381) $ 1381 $ (4.803)
Condensed Statements of Cash Flows Three Months Ended December 31, 2002 (Unaudited)
Guarantor
Parent Subsidiaries Eliminations Consolidated
Cash flows from operating activities:
NetlosS . ... $ (8986) $ (1380) $ 1,380 $ (8,9386)
Noncashitems ........................ 1,850 222 — 2,072
Equity in losses of subsidiaries ......... 1,380 — (1,380) —
Changesinworking capital ............. (3.844) 1158 — (2,686)
Net cash from operating activities ... .. (9.600) — — (9.600)
Cash flows from investing activities:
Purchases of property and equipment .. .. (652 — — (652
Cash flows from financing activities:
Net borrowings under line of credit ...... 11,175 — — 11,175
Net changeincash .................... 923 — — 923
Cash, beginning of period ................ 57 — — 57
Cash,endof period ...................... $ 980 3 — $ — $ 980
Three Months Ended December 31, 2001 (Unaudited)
Guarantor
Parent Subsidiaries Eliminations Consolidated
Cash flows from operating activities:
NetlossS . ....ooviii s $ (4803) $ (1,38) $ 1,381 $ (4,803)
Noncashitems ........................ 194 296 — 2,250
Equity in losses of subsidiaries ......... 1,381 — (1,381) —
Changesinworking capital ............. (5,143 1333 — (3,810
Net cash from operating activities ... .. (6,611) 248 — (6,363)
Cash flows from investing activities:
Purchases of property and equipment . . .. (295) (248) — (543
Cash flows from financing activities:
Net borrowings under line of credit ...... 6.906 — — 6.906
Netchangeincash .................... — — — —
Cash, beginning of period ................ — — — —
Cash,endof period ...................... $ — $ — $ — $ —
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7 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 aselectric arc furnace dust. In addition, in the event of arelease of ahazardous 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'sliability, if any, under
such claims or proceedings would not materially affect its financial position or results of operations.

As of December 31, 2002, the Company has entered into forward price commitments for approximately 60% of
the natural gasit expectsto utilizein its production over the next three months. Although the Company intendsto fulfill
its commitments under the agreements, atrading market does exist for such commitments.

ltem2. MANAGEMENT'SDISCUSSION AND ANALYS SOF
FINANCIAL CONDITION AND RESULTS 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, 2002.

LIQUIDITY, FINANCING MATTERS, AND BANKRUPTCY PROCEEDINGS

Asaresult of thegeneration of significant netlossesover the past threeyears, the Company’ sliquidity hasbeen
severely constrained and the Company was unable to make the semiannual interest payment due under its $120 million
FirstMortgage Notes (the"Notes"). Asaresult, on December 16, 2002 the Company wasin default of the Notesand, due
to cross default provisions, the Company was also in default of its $50 million line of credit agreement. Because of the
current classification of the full amount of the Company’ s debt resulting from the events of default, the Company had
negative working capital of approximately $88 million as of December 31, 2002.

TheNotesare presented in the accompanying consolidated bal ance sheets net of the unamortized original issue
discount of $0.6 million, as of December 31, 2002 and the Company continues to carry the unamortized debt issue cost
of $1.7 million as a noncurrent asset. Pending the results of the Company’s bankruptcy reorganization proceedings
(discussed below) certain adjustments to the presentation and carrying values of the Company’s debt and related
discounts and/or issue costs will likely be required in future periods. The Company continuesto carry the unamortized
debt issue cost related to its line of credit agreement of $0.4 million asanoncurrent asset. Upon the anticipated approval
of the DIP Agreement by the Bankruptcy Court (discussed below), the Company will be required to write off this asset
as acharge to future period earnings.

On January 22, 2003, the Company and its subsidiaries Bayou Steel Corporation (Tennessee), and River Road
Realty Corporation (collectively, the "Debtors"), filed a voluntary petition for reorganization 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"). The Company intendsto continue normal operations and does not
currently foresee any interruption in the shipment of product to customersin the near term. The Company is managing
its business subsequent to the Petition Date as debtor-in-possession subject to Bankruptcy Court approval and
oversight. The Company attributed the need to reorganize to market conditionsin the U.S. steel industry resulting from
significant pressurefromimported steel products, low product pricing, and high energy costs. Thesefactors, coupledwith
the effects of aslow down in the economy, have adversely affected the Company over the past several years.
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Under Chapter 11 proceedings, actionsby creditorsto collect claimsin existence at thefiling date (“ prepetition”)
are stayed (“deferred”), absent specific Bankruptcy Court authorizationto pay such claims, whilethe Company continues
to manage the business as a debtor-in-possession. The rights of and ultimate payments by the Company to prepetition
creditors and to equity investors may be substantially altered. That could result in claims being liquidated in the Chapter
11 proceedings at less (possibly substantially) than 100% of their face value and the equity of the Company’s equity
investors being diluted or canceled. Prepetition creditors and equity investors will each have votes in the plan of
reorganization. The Company hasnot yet proposed aplan of reorganization andisintheprocess of compilinginformation
on assets and liabilities, both secured and unsecured, that may be subject to compromise or whose balance sheet
classification might change as a result of the Chapter 11 proceedings. In the quarter ended December 31, 2002, the
Company incurred approximately $1.0 million in consulting and legal fees classified as restructure charges related tothe
debt defaults that preceded the Petition Date.

Prior to the Petition Date, the Company maintained a$50 million line of credit agreement, secured by accounts
receivable and inventories, used for general corporate purposes. The terms of the agreement require the Company to
maintain aminimum net worth when excessavailability, asdefined, islessthan $20 million. Sincethe Company’ sminimum
net worth was significantly below the minimum requirement, the Company’ s ability to borrow waslimited by thisterm of
the agreement and the Company had essentially no excess availahility as of December 31, 2002.

Immediately after the petition date, the Bankruptcy Court approved interim orders authorizing the use of cash
collateral (the" Collateral Agreements") to continueto operateonagoing concernbasis. Under the Collateral Agreements,
al cash generated from operations subsequent to the Petition Date can be used by the Company to pay wages and
generally conduct its business affairs so asto avoid immediate and irreparable harm to the Company.

On February 4, 2003, the Company and the existing lenderson itscredit facility petitioned the Bankruptcy Court
for approval of a Debtor-1n-Possession Financing Agreement (“DIP Agreement”). An interim order was approved on
February 12, 2003. The final order will be heard on February 28, 2003. The DIP Agreement is secured by inventory,
receivables, and certain fixed assets previously unencumbered by other debt agreements, bearsinterest at prime plus 1%
or LIBOR plus 3%, and expiresin one year. Based on the borrowing base criteria, as defined, approximately $8 millionis
available as of February 4, 2003. Until the final order is approved, the lenders would make approximately $2.5 million of
the $8 million available. The DIP Agreement requires, among other things, the Company to meet certain cash operating
performance measures based on the Company’s budget for a 13 week period. There are no other financial performance
covenants. Intheevent that the Company violatesthe covenants, it would be considered i n default of the DIP Agreement
and the lenders could invoke their rights up to and including liquidation of their collateral to satisfy the outstanding
balance.

Although the Company has obtained interim Collateral Agreementsand interim approval of its DIP Agreement,
and is seeking final approval of its DIP Agreement, liquidity will be impacted by the uncertainty of the bankruptcy
proceedings, including restructuring and settlement of prepetition obligations and the Company’s ability to attain
projected operating results. As aresult of these uncertainties, there can be no assurance that existing or future sources
of liquidity will be adequate. The Company’s failure to achieve its cost reduction initiatives or improve operating
performance could also have amaterial adverse effect on the financial results or liquidity of the Company in the future.
In addition, external factors affect the Company’ s market and related production costs. Unfavorabl e price movementsfor
outside purchases of scrap, and energy, among other things, could also have a material adverse effect on the financial
results or liquidity of the Company.

The accompanying unaudited consolidated financial statements have been prepared in accordance with
accounting principlesgenerally accepted inthe United States. Such financial statements have been prepared onthebasis
that the Company will continue as a going concern and do not reflect any adjustments that might result if the Company
is unable to continue as a going concern. The Company’s recurring losses and negative cash flow from operations,
current liabilities in excess of current assets and the subsequent Chapter 11 case raises substantial doubt about the
Company’s ability to continue as a going concern. Management intends to submit a plan for reorganization to the
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Bankruptcy Court. 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) final approval of and the Company’ s ability to comply withthe
DIP Agreement, (ii) submission and confirmation of a plan 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.

Management believes that a plan of reorganization, asit is being developed and subject to approval of the
Bankruptcy Court, and the DIP Agreement, will provide sufficient liquidity to alow the Company to continue asagoing
concern; however, there can be no assurancethat the sourcesof liquidity will be sufficient to meet the Company’ sneeds.

RESUL TSOF OPERATIONS

The Company reported alossfrom operations of $6.1 million inthefirst quarter of fiscal 2003 compared to aloss
of $2.0 million in thefirst quarter of fiscal 2002. The $4.1 million change was dueto threefactors. First, dueto the price of
the raw material scrap increasing morethan theincreaseinthe average selling price, metal margin (the difference between
the price of scrap and the selling price of the finished product) decreased $8 per ton resultingina$lmillionreductionin
operating results. Second, production cost increased over the comparabl e prior year period adversely impacting operating
results nearly $2.0million. Third, the Company paid nearly $1.0 millionto consultantsand attorneysinrestructure charges.

The following tabl e sets forth shipment and sales data.

Three Months Ended
December 31,
2002 2001
Net Sales(inthousands) ...................oueunt. $ 28,831 $ 29,757
Shipment Tons. ... 99,550 106,794
Average Selling PricePer Ton.............cooout. $ 285 $ 274
Metal MarginPerTon ...........cccvvviinennnn.. $ 183 $ 191

A. Sales

Net sales for the quarter decreased by 3% on a 7% decrease in shipments and a 4% increase in the average
selling price compared to the first quarter of fiscal 2002. The decrease in shipments is attributable to the recessionary
domestic economic conditions while the increase in the average selling price is necessitated by an increase in the
principle raw material, scrap. Shipments were weak throughout the typically slow first fiscal quarter as construction
activity declinesin the typically cold winter months. The month of December was unusually depressed as many of the
Company's customersessentially closed or significantly reduced operationsduring thelatter part of the month. Looking
forward, shipments were brisk in January and the Company expects a more sustained level than that of the first fiscal
quarter.

The selling price increased compared to both the prior year comparable quarter as well as the immediate
preceding quarter. In thefourth fiscal quarter of 2002, selling pricesimproved $21 per ton from thelowest quarter during
that year. Theselling price continued to improveinthefirst fiscal quarter of 2003 rising $4 per ton. Subsequent to quarter
end, a $15 per ton price increase was announced by the Company and its competitors that will impact substantially all
of the Company's products fully effective for March 2003. Another $20 per ton increase was recently announced by a
major competitor in responseto “rapid cost escalation,” including scrap and fuels. Thisincrease, if implemented, would
aso befully effectivein March 2003.
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B. Cost of Goods Sold

Cost of goods sold exceeded sales for the quarter while it approximated sales for the prior year quarter. This
changeisaresult of increased scrap cost, increased fuels cost, increased | abor spending, and anincreasein fixed cost
per ton as aresult of decreased production.

Scrap is used in the Company’ s melting operationsin Louisiana and is a significant component of the cost of
billets utilized by itsrolling mills. Scrap cost during thefirst quarter increased $20 per ton or 24% compared to the same
period last year which offset the $11 per ton increasein selling prices. Generally and over periods of time, the average
selling price of finished product trends with scrap prices. The Company expectsthat, inits second quarter, scrap prices
will increase adversely impacting metal margin which would lessen the favorable impact of the announced and other
potential future selling price improvements.

Conversion cost includes|abor, energy, maintenance material's, and suppliesused to convert raw material sinto
billets and billetsinto finished product. Conversion cost per ton for the Louisiana operationsincreased 15% in the first
quarter of fiscal 2003 compared to thesameperiod last year. Anincreasein the price of fuelsaccountsfor approximately
20% of the change while the remainder is due to decreased production, higher labor costs, purchase price and
consumption of additive, alloy and flux materials, and higher insurance. During the prior year fiscal quarter, fuel prices
were unusually low. During the late summer and the beginning of the quarter, the Company attempted to increase
capacity utilization by adding additional shiftsin order to meet higher shipment levels but was unsuccessful resulting
in increased labor and other costs. The Company then critically assessed its capacity utilization needs given rapidly
declining demand and reduced its operating schedul e to be commensurate with demand. Thisagain droveup fixed costs
per ton. The Tennessee rolling mill experienced a 7% decrease in conversion cost largely driven by controls on
maintenance and general operating supplies spending.

The Company continues to critically evaluate the cost effectiveness of certain operating assets, their mode of
operation and theimpact oninventoriesand cost, and the general business environment in which each facility operates.
Although the Company’s recent goal of achieving operating cash flow breakeven (loss plus depreciation and
amortization) has not been achieved, management believes that continued focus on operating cost, efficiencies, and
capacity utilization will be the largest contributor to obtaining thisgoal and providing liquidity to meet future operating
needs.

C. Selling, General and Administrative and Restructure

Selling, general and administrative expenses increased while the Company incurred additional consulting and
legal charges for restructuring related to the default on its Notes and the cross default of itsline of credit agreement.

D. Net L oss

Net lossincreased $4.2 million in the first quarter of fiscal 2003 compared to thefirst quarter of fiscal 2002 due
to three factors. First metal margin was eroded due to the price of scrap increasing more than the selling price of the
finished product. Second, conversions cost increased asthe Company attempted to improve capacity utilization. Third,

the Company incurred nearly $1 million in restructure charges.

CASH FLOW ANALYSS

A. Operating Cash Flow

Asof December 31, 2002, the Company had $1.0 millionin cash on hand and $18.9 milliondrawn onitsrevolving
credit facility. For thefirst three months of fiscal 2003, $9.6 million was used in operations due largely to the net loss
generated during the period. During the same period of the prior year $6.4 million was used in operations for similar
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reasons.

Duringthefirst quarter of fiscal 2003, inventoriesincreased by $2.0 million. Shipment activity dropped suddenly
and abruptly during the quarter. The deteriorating shipment activity was exacerbated by the normal sluggish seasonal
impact. In order to minimize the impact on inventory levels, the Company reduced operating levels and shut down its
facilities during the holidays. The Company expects to reduce inventory levelsin the second fiscal quarter as a result
of increased shipment activity while continuing to produce at reduced level sof operations. Duringthefirst fiscal quarter,
receivabl es decreased by $4.0 million asthecoll ection rate exceeded the sal es. Thecombination of decreased receivables,
and the need to borrow to fund operating cash |osses, caused excess availahility, as defined in the |oan agreement, to
drop from nearly $30 million as of September 30, 2002 to approximately $20 million as of December 31, 2002.

B. Capital Expenditures

Capital expenditurestotaled $0.7 million in the first three months of fiscal 2003 compared to $0.5 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 $2 million.

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. Statements regarding the Company’s ability to obtain suitable debtor in-possession
financing and to compl eteits bankruptcy reorganization proceedingstimely, the outcome of the reorganization plan, the
Company’s ability to sustain current operations during the pendency of the reorganization including its ability to
maintain normal relationshipswith customers, the ability of the Company to establish normal termsand conditionswith
suppliers and vendors, costs of the reorganization 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 savings and other statements which are not historical facts
contained in this Quarterly Report on Form 10-Q are forward-looking statements.

The Company cautionsthat anumber of important factorscould, individually or inthe aggregate, cause actual
results to differ materially fromthose 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 to the public. Any or all of theforward-1ooking statementsin thisreport and in 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 futureresults 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 disclosureson related subjectsin the Company’ s other
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 dueto 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
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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 events discussed in “ Liquidity and Capital Resources,”
would not materially affect itsfinancial 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.

»  Genera economic conditionsin the United States.

»  Potential military conflictsin the Persian Gulf area.

» 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 availahility of fuels, specifically natural gas and electricity.

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

»  The Company’srelationship with its workforce.

» Therestrictive covenants and tests contained in the Company’ s existing and future debt instrumentsthat
could limit its operating and financial flexibility.

»  Therisk associated withthe Company’ sfailureto pay the semiannual installment onitsNotesthat wasdue
on November 15, 2002 or any other obligations that are demanded as a result of the Company’s debt
default.

» 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

ltem3. DEFAULTSUPON SENIOR SECURITIES

Prior to the Company’ sfiling for protection under Chapter 11 of theU.S. Bankruptcy Codeon 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 was in 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 $5.7 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")) asof adate within 90 daysbeforethefiling date of thisquarterly report (the
"Evaluation Date"). Based on such evaluation, such officers have concluded that, as of the Evaluation Date, the
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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.

CHANGESIN INTERNAL CONTROLS

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

ltem6. EXHIBITSAND REPORTSON FORM 8K

@

(b)

Exhibits

31

32

41

Restated Certificate of Incorporation of the Company (incorporated by referencetothe
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
eachrecoursesubsidiary of the Company andthe Trustee), dated May 22, 1998, between
the Company, Bayou Steel Corporation (Tennessee), River Road Realty Corporationand
Bank One, as trustee (incorporated by reference to the Company’s Annual Report on
Form 10-K for the year ended September 30, 1998.

Reports on Form 8-K

@

(b)

(©

The Company filed a Form 8-K, dated November 15, 2002. reporting under Item 2 the
invocation of the 30-day grace period to pay its semi-annual interest payment due
November 15, 2002 under its First Mortgage Notes.

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

The Company filed aForm 8-K, dated January 22, 2003 reporting under Item 3that it filed
avoluntary petitionfor reorganization under Chapter 11 of the United StatesBankruptcy
Code.
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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/RichardJ. Gonzalez

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

Date:  February 19, 2003
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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 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 respects thefinancial 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 information relating to the
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 controlsand proceduresasof adatewithin
45 days prior to the filing 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 rolein 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 correctiveactionswithregardto significant
deficiencies and material weaknesses.

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

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

1

2.

| have reviewed this 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 a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this quarterly report;

Based onmy knowledge, thefinancial statements, and other financial informationincludedinthisquarterly report,
fairly presentinall material respectsthe financial condition, results of operationsand cash flows of theregistrant
as of, and for, the periods presented in this quarterly report;

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

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

b) evaluated theeffectivenessof theregistrant’ sdisclosurecontrolsand proceduresasof 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) dl significant deficienciesin the design or operation of internal controls which could adversely affect the
registrant’s ability to record, process, summarize and report financial data and have identified for the
registrant’ s auditors any material weaknessesin internal controls; and

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

The registrant’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 to the date of our most recent eval uation, including any corrective actionswith regard to significant
deficiencies and material weaknesses.

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

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