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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C.  20549

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended June 30, 2003

Commission File Number 1-13123

METALS USA, INC.
(Exact name of Registrant as Specified in its Charter)

Delaware 76-0533626
(State or other jurisdiction

of incorporation or organization)
(I.R.S. Employer

Identification Number)

Three Riverway, Suite 600
Houston, Texas 77056

(Address of Principal Executive Offices) (Zip Code)

Registrant�s telephone number, including area code: (713) 965-0990

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the Registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.  Yes  ý  No  o

Indicate by check mark whether the Registrant is an accelerated filer (as defined in Rule 12b-2 of the Exchange Act).  Yes  o No  ý
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APPLICABLE ONLY TO ISSUERS INVOLVED IN BANKRUPTCY
PROCEEDINGS DURING THE PRECEEDING FIVE YEARS

Indicate by check mark whether the Registrant has filed all documents and reports required to be filed by Section 12, 13 or 15(d) of the
Securities Exchange Act of 1934 subsequent to the distribution of securities under a plan confirmed by a court.  Yes  ý  No  o

Number of shares of common stock outstanding at July 24, 2003:  20,154,710
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METALS USA, INC. AND SUBSIDIARIES

FRESH START ACCOUNTING

We have applied �Fresh-Start Reporting� (as defined herein) to our consolidated balance sheet as of October 31, 2002 in accordance with
Statement of Position No. 90-7, �Financial Reporting by Entities in Reorganization Under the Bankruptcy Code� as promulgated by the American
Institute of Certified Public Accountants (�SOP 90-7�). Under �Fresh-Start Reporting,� a new reporting entity is considered to be created and the
recorded amounts of assets and liabilities are adjusted to reflect their estimated fair values at the date �Fresh-Start Reporting� is applied.  On
October 31, 2002, Metals USA, Inc. emerged from bankruptcy.  As a result of the application of �Fresh-Start Reporting,� the financial information
of our Company as of any date or for periods after November 1, 2002 is not comparable to our historical financial information before November
1, 2002. As a result of the emergence from bankruptcy and for the purpose of presentation, activities subsequent to
October 31, 2002 relate to the �Successor Company� and activities prior to November 1, 2002 relate to the �Predecessor
Company.�

SAFE HARBOR STATEMENT�FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains statements that constitute �forward-looking statements� within the meaning of the Private Securities
Litigation Reform Act of 1995.  These statements appear in a number of places, including �Management�s Discussion and Analysis of Financial
Condition and Results of Operations� and �Legal Proceedings.�  Such statements can be identified by the use of forward-looking terminology such
as �believes,� �expects,� �may,� �estimates,� �will,� �should,� �plans� or �anticipates� or the negative thereof or other variations thereon or comparable
terminology, or by discussions of strategy.  Readers are cautioned that any such forward-looking statements are not guarantees of future
performance and involve significant risks and uncertainties, and that actual results may vary materially from those in the forward-looking
statements as a result of various factors.  These factors include the effectiveness of management�s strategies and decisions, general economic
and business conditions, developments in technology, new or modified statutory or regulatory requirements and changing prices and market
conditions.  This report identifies other factors that could cause such differences.  No assurance can be given that these are all of the factors that
could cause actual results to vary materially from the forward-looking statements. In addition, readers should refer to �Factors Which May Affect
Future Operating Results� included in the Annual Report on Form 10-K for the fiscal year ended December 31, 2002 for risk factors that may
affect future performance.
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METALS USA, INC. AND SUBSIDIARIES

UNAUDITED CONSOLIDATED BALANCE SHEETS

(In millions, except share amounts)
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Successor Company
June 30,

2003
December 31,

2002

(Unaudited)
Assets

Current assets:
Cash $ 9.8 $ 6.3
Accounts receivable, net of allowance of $7.6 and $8.5, respectively 126.5 113.2
Inventories 191.0 224.7
Prepaid expenses and other 5.5 19.9
Operations held for sale � 5.4
Total current assets 332.8 369.5
Property and equipment, net 6.9 0.5
Other assets, net 2.6 3.7
Total assets $ 342.3 $ 373.7

Liabilities and Stockholders� Equity
Current liabilities:
Accounts payable $ 29.9 $ 24.6
Accrued liabilities 31.9 29.9
Income taxes payable 1.3 �
Current portion of long-term debt 0.4 1.3
Operations held for sale � 0.2
Total current liabilities 63.5 56.0
Long-term debt, less current portion 80.0 127.4
Other long-term liabilities 7.7 1.3
Total liabilities 151.2 184.7
Commitments and contingencies
Stockholders� equity:
Preferred stock, $.01 par value, 5,000,000 shares authorized; none issued � �
Common stock, $.01 par value, 200,000,000 shares authorized; 20,154,710 shares
issued 0.2 0.2
Additional paid-in capital 192.1 192.1
Retained deficit (1.2) (3.3)
Total stockholders� equity 191.1 189.0
Total liabilities and stockholders� equity $ 342.3 $ 373.7

The accompanying notes are an integral part of these unaudited consolidated financial statements.
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METALS USA, INC. AND SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENTS OF OPERATIONS

(In millions, except per share amounts)
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Three Months Ended
June 30,

Six Months Ended
June 30,

Successor
Company

2003

Predecessor
Company

2002

Successor
Company

2003

Predecessor
Company

2002
Revenues:
Net sales $ 242.3 $ 249.2 $ 468.6 $ 494.0
Cost of sales 184.1 187.4 358.5 372.7
Gross profit 58.2 61.8 110.1 121.3
Operating costs and expenses:
Operating and delivery 30.4 30.3 59.3 63.8
Selling, general and administrative 22.7 22.9 44.1 48.9
Depreciation and amortization 0.1 2.4 0.1 4.3
Asset impairments � 3.5 � 3.5
Operating income 5.0 2.7 6.6 0.8
Other (income) expense:
Interest expense 1.6 5.1 3.3 10.4
Other (income) expense, net (0.2) 0.2 (0.2) (0.4)
Reorganization expenses � 6.1 � 9.1
Income (loss) before income taxes and discontinued
operations 3.6 (8.7) 3.5 (18.3)
Provision (benefit) for income taxes 1.3 (1.9) 1.3 (3.7)
Income (loss) before discontinued operations 2.3 (6.8) 2.2 (14.6)
Discontinued operations, net of taxes � (0.4) (0.1) 0.4
Net income (loss) $ 2.3 $ (7.2) $ 2.1 $ (14.2)

Net income (loss) per share - basic and diluted:
Before discontinued operations $ 0.11 $ (.19) $ 0.11 $ (.40)
Discontinued operations � (.01) (.01) .01
Total $ 0.11 $ (.20) $ 0.10 $ (.39)

Number of common shares used in the per share
calculations:
Basic 20.2 36.5 20.2 36.5
Diluted 20.3 36.5 20.3 36.5

The accompanying notes are an integral part of these unaudited consolidated financial statements.
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METALS USA, INC. AND SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS
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(In millions)
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Six Months Ended
June 30,

Successor Company
2003

Predecessor Company
2002

Cash flows from operating activities:
Net income (loss) $ 2.1 $ (14.2)
Adjustments to reconcile net income (loss) to net cash provided by (used in) operating
activities:
Net (income) loss from discontinued operations 0.1 (0.4)
Asset impairments and integration � 3.5
Gain on sale of property and equipment � (0.4)
Provision for bad debts 1.6 2.6
Depreciation and amortization 0.1 4.3
Changes in operating assets and liabilities, net of non-cash transactions:
Accounts receivable (14.3) (14.3)
Inventories 35.3 (21.6)
Prepaid expenses and other 14.2 19.0
Accounts payable and accrued liabilities 8.4 25.6
Income taxes payable 1.3 �
Other operating 2.0 0.8
Net cash provided by (used in) continuing operating activities 50.8 4.9
Net cash provided by (used in) discontinued operating activities (0.3) (0.6)
Net cash provided by (used in) operations 50.5 4.3
Cash flows from investing activities:
Sale of assets 5.5 18.0
Purchases of assets (4.2) (1.5)
Net cash provided by (used in) investing activities 1.3 16.5
Cash flows from financing activities:
Net borrowings (repayments) on credit facilities (45.9) (62.4)
Repayments on long-term debt (2.4) (1.2)
Deferred financing costs � (2.6)
Net cash provided by (used in) financing activities (48.3) (66.2)

Net increase (decrease) in cash 3.5 (45.4)
Cash, beginning of period 6.3 75.2
Cash, end of period $ 9.8 $ 29.8

The accompanying notes are an integral part of these unaudited consolidated financial statements.
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METALS USA, INC. AND SUBSIDIARIES

CONDENSED NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

(In millions, except per share amounts)

1.  Organization, Basis of Presentation and Chapter 11 Proceedings

Organization

Metals USA, Inc., a Delaware corporation, (�Metals USA� or the �Company�) is a leading provider of value-added processed steel, stainless steel,
aluminum and specialty metals, as well as manufactured metal components.  Approximately 85% of the Company�s revenues are derived from
metal service center and distribution activities that are segmented into two groups, Flat Rolled and Plates and Shapes.  The remaining portion of
the Company�s revenue is derived from the Building Products Group, which principally manufactures and distributes aluminum products related
to the residential and commercial construction and improvement industry.  The Company purchases metal from primary producers who
generally focus on large volume sales of unprocessed metals in standard configurations and sizes.  In most cases, the Company performs the
customized, value-added processing services required to meet specifications provided by end-use customers.  The Flat Rolled Group and Plates
and Shapes Group customers are in businesses such as the machining, furniture, transportation equipment, power and process equipment,
industrial/commercial, construction/fabrication, consumer durables and electrical equipment industries, and machinery and equipment
manufacturers.  The Building Products Group customers are distributors and contractors engaged in residential and commercial building
projects.

Basis of Presentation

The steel industry declined substantially during 2000 and 2001 as a result of pricing pressure from foreign imports and an economic
recession experienced in the United States (�U.S.�).  These factors, combined with the Company�s high level of debt, caused it to seek
protection under U.S. bankruptcy laws.  On November 14, 2001, the Company and all of its subsidiaries voluntarily filed for relief
under Chapter 11 of the U.S. Bankruptcy Code (�Chapter 11 Filing�), in the U.S. Bankruptcy Court, Southern District of Texas.  On
October 31, 2002 (the �Effective Date�), the Company�s Reorganization Plan became effective, and the Company emerged from
bankruptcy court protection.  As of the Effective Date, the Company applied �Fresh-Start Reporting� rules that were required upon
emergence from Bankruptcy.  Accordingly, the Company�s financial position, results of operations and cash flows for the period after
emergence from bankruptcy are not comparable to earlier periods.
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As a result of the emergence from bankruptcy and for the purpose of presentation, activities subsequent to October 31, 2002 relate to the
�Successor Company� and activities prior to November 1, 2002 relate to the �Predecessor Company.�  With respect to periods relating to the
Predecessor Company, the consolidated financial statements have been reclassified for the effects of Statement of Financial Accounting
Standards No. 144 (�SFAS No. 144�), Accounting for Impairment or Disposal of Long-Lived Assets that require divestitures be excluded from
results of continuing operations for all periods presented.

Principles of consolidation � The consolidated financial statements include the accounts of Metals USA and its subsidiaries.
All intercompany accounts and transactions have been eliminated in the consolidated financial statements. Certain
reclassifications have been made to prior years� financial statements to be consistent with the current year�s
presentation, primarily relating to the operations held for sale (see Note 7).

6

Edgar Filing: METALS USA INC - Form 10-Q/A

16



Interim Financial Information  The interim consolidated financial statements included herein are unaudited; however,
they include all adjustments of a normal recurring nature which, in the opinion of management, are necessary to
present fairly the interim consolidated financial information as of and for the periods indicated.  All intercompany
transactions and balances have been eliminated.  Accounting measurements at interim dates inherently involve greater
reliance on estimates than at year-end.  The results of operations for the interim periods presented are not necessarily
indicative of the results to be expected for the entire year.

Use of Estimates and Assumptions  The preparation of financial statements in conformity with accounting principles
generally accepted in the U.S. requires management to make estimates and assumptions that affect (i) the reported
amounts of assets and liabilities, (ii) the disclosure of contingent assets and liabilities known to exist as of the date the
financial statements are published, and (iii) the reported amount of net sales and expenses recognized during the
periods presented.  The Company reviews all significant estimates affecting its consolidated financial statements on a
recurring basis and records the effect of any necessary adjustments prior to their publication.  Adjustments made with
respect to the use of estimates often relate to improved information not previously available.  Uncertainties with
respect to such estimates and assumptions are inherent in the preparation of financial statements.

New Accounting Pronouncements � In June 2002, the Financial Accounting Standards Board issued Statement of Financial
Accounting Standards No. 146 (�SFAS 146�), Accounting for Costs Associated with Exit or Disposal Activities.  SFAS
146 replaces Emerging Issues Task Force Issue 94-3, Liability Recognition of Certain Employee Termination Benefits
and Other Costs to Exit an Activity.  This standard requires companies to recognize costs associated with exit or
disposal activities when they are incurred rather than at the date of a commitment to an exit or disposal plan.  This
statement is effective for disposal activities that are initiated after December 31, 2002.  The adoption of SFAS 146 did
not have any impact on the Company�s results of operations or financial position in 2003.

In December 2002, the Financial Accounting Standards Board issued Statement of Financial Accounting Standards No. 148 (�SFAS 148�),
Accounting for Stock-Based Compensation-Transition and Disclosure.  SFAS 148 amends SFAS 123 to provide alternate methods of transition
for a voluntary change to the fair value based method of accounting for stock-based employee compensation.  In addition, SFAS 148 amends the
disclosure requirements of SFAS 123 to require prominent disclosures in both quarterly and interim financial statements about the effects of
stock-based compensation on reported results.  The provisions of SFAS 148 are effective for years ending after December 15, 2002.  The
adoption of SFAS 148 did not have any impact on the Company�s results of operations or financial position in 2003 (see Note 6).

The Emerging Issues Task Force (�EITF�) has proposed Issue No. 00-21, �Revenue Arrangements with Multiple Deliverables,� which would require
bifurcation of activities or deliverables in multiple revenue-generating arrangements. The Company does not have any arrangements that fall
with in the current scope of this issue; and therefore, the Company believes that this issue as currently contemplated will not have an impact on
its financial position or results of operations.

Emergence from Chapter 11 Bankruptcy
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Reorganization Plan.  Under the terms of the Reorganization Plan, the unsecured creditors will receive, upon resolution of
all disputed creditor claims and completion of distributions, 20,000,000 shares of new common stock, par value $.01
per share, (�Common Stock�) in the reorganized Company to discharge and in
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exchange for $367.3 of unsecured debt, and the financial advisor to Creditors Committee was issued 154,710 shares of Common Stock.  The
Company�s existing common stock, par value $.01 per share, outstanding prior to the Effective Date (the �Old Common Stock�) was extinguished
and holders of such shares received in exchange for such shares, five-year warrants (the �Warrants�) to purchase an aggregate of 3,556,713 shares
of the Common Stock (representing 15% of the outstanding Common Stock upon exercise).  The Warrants have an exercise price of $18.50 per
share.  Instructions regarding the exchange of the Warrants were delivered to the exchange agent on May 9, 2003.  The Reorganization Plan
established the 2002 Long Term Stock Incentive Plan (the �2002 Incentive Plan�) for employees to be administered by the Board of Directors of
the newly reorganized Company.  Up to 2,015,000 shares of Common Stock are reserved for issuance under the 2002 Incentive Plan.  All
previously outstanding options of the Company that had been issued under previous stock option plans were cancelled.

Reorganization Expenses.  The Company incurred $6.1 and $9.1 of reorganization expenses associated with the Chapter 11
Proceedings during the three and six months ended June 30, 2002, respectively.  These expenses consisted primarily
of professional fees and costs associated with an employee retention plan.  The Company has not incurred any
reorganization expenses since emerging from bankruptcy on October 31, 2002, the Effective Date.

2.  Earnings (Loss) Per Share

The Company computes earnings (loss) per share in accordance with Statement of Financial Accounting Standards No. 128 (�SFAS No. 128�),
Earnings Per Share.  SFAS No. 128 requires presentation of �Earnings per Share � Basic� and �Earnings per Share � Diluted�.  Earnings per Share �
Basic excludes dilution and is determined by dividing income (loss) available to common stockholders by the weighted average number of
common shares outstanding during the period.  Earnings per Share � Diluted reflects the potential dilution that could occur if securities and other
contracts to issue common stock were exercised or converted into common stock.  The Successor Company had outstanding options to purchase
487,500 shares of Common Stock as of June 30, 2003.  These securities were included in the net income calculation for the three and six month
periods in 2003 and increased the weighted average number of shares outstanding by 0.1.  The Predecessor Company had outstanding options to
purchase shares of Common Stock as of June 30, 2002.  These securities were antidilutive and, accordingly, were not included in the net loss
calculation.

8
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3.  Inventories

Inventories consist of the following:

Successor Company
June 30,

2003
December 31,

2002
Raw materials �
Plates and Shapes $ 67.6 $ 64.2
Flat Rolled 62.7 100.6
Building Products 15.5 17.7
Total raw materials 145.8 182.5
Work-in-process and finished goods �
Flat Rolled 21.1 17.7
Building Products 24.1 24.5
Total work-in-process and finished goods 45.2 42.2
Total $ 191.0 $ 224.7

Approximately 25% of the Company's inventory is accounted for under the LIFO method of accounting.  The replacement cost of the Company�s
inventory as of June 30, 2003 and December 31, 2002 approximated the historical cost of the inventory computed using the LIFO method of
valuation.  If the FIFO method had been used for all inventories, net income (loss) would have been unchanged for the periods presented.

4.  Debt

Debt consists of the following:

Successor Company
June 30,

2003
December 31,

2002
Borrowings under credit facilities $ 66.7 $ 112.6
Industrial Revenue Bonds (various issues) 5.7 7.9
Mortgage Note 7.3 7.4
Obligations under capital leases and other 0.7 0.8
Total debt 80.4 128.7
Less � current portion of debt 0.4 1.3
Total long-term portion of debt $ 80.0 $ 127.4
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The weighted average interest rates under the Company�s credit facilities for the three and six months ended June 30, 2003 and 2002 were 4.75%,
4.54%, 7.52% and 7.37%, respectively.

Credit Facility

On October 31, 2002, the Company entered into its exit financing with a group of lenders (the �Credit Facility�).  The Credit Facility has an initial
term of three years with an option to extend the agreement by two one-year terms.  The Credit Facility is a revolving credit facility providing up
to $200.0 in borrowings and is

9
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secured by all of the Company�s receivables, inventories, and intangible property.  Borrowings under the Credit Facility are limited to the lesser
of a borrowing base, comprised of eligible receivables and inventories, or $200.0 in the aggregate.  The Company�s property and equipment are
not pledged as security for the loan.  As of June 30, 2003, the Company had $112.7 available to borrow under the Credit Facility.

The Credit Facility matures on October 31, 2005, subject to extension and bears interest at the bank�s base rate or LIBOR, at the Company�s
option, plus an applicable margin based on a ratio of earnings before interest, taxes, depreciation and amortization (�EBITDA� as defined and
adjusted) to certain cash payments (the �Fixed Charge Coverage Ratio�).  The Fixed Charge Coverage Ratio is determined by dividing EBITDA
by the sum of net capital expenditures, income taxes paid in cash, dividends, or other preference payments, interest expense paid in cash and
scheduled principal reductions on debt.  The applicable margin for base rate loans ranges from 0.00% to 0.50%, and the LIBOR margin loans
range from 2.00% to 3.00%.  These marginal rates vary with the Company�s financial performance as measured by the Fixed Charge Coverage
Ratio.  A commitment fee is payable on any unused portion of the Credit Facility.  The commitment fee varies between 0.250% and 0.375% per
annum, based on the Fixed Charge Coverage Ratio.  The applicable base rate and the LIBOR rate were 4.50% and 1.09% as of June 30, 2003.

The Credit Facility requires the Company to comply with various affirmative, negative and subjective covenants, the most significant of which
are: (i) the maintenance of a borrowing base availability, or, if the required borrowing base availability is not maintained, the maintenance of the
Fixed Charge Coverage Ratio, (ii) restrictions on additional indebtedness, (iii) restrictions on liens, guarantees and quarterly dividends, and (iv)
obtaining the lenders� consent with respect to certain individual acquisitions.  The Credit Facility allows for the payment of up to $1.1 of
dividends in any fiscal quarter provided that borrowing base availability is greater than $40.0.  As long as the Company�s borrowing base
availability is $20.0 or greater, the Company does not have to maintain a minimum Fixed Charge Coverage Ratio.  Should the borrowing base
availability fall below $20.0, the Company must comply with a Fixed Charge Coverage Ratio of 1.0 to 1.0.  The Company was in compliance
with all of the covenants as of June 30, 2003.

5.  Commitments and Contingencies

The Company and its subsidiaries are involved in a variety of claims, lawsuits and other disputes arising in the ordinary course of business.  The
Company believes the resolution of these matters and the incurrence of their related costs and expenses should not have a material adverse effect
on the Company�s consolidated financial position, results of operations or liquidity.

6.  Stockholders� Equity

Common Stock

Under the terms of the Reorganization Plan, the unsecured creditors received 20,000,000 shares of Common Stock in the reorganized Company
to discharge and in exchange for approximately $367.3 of unsecured debt, and the financial advisor to holders of general unsecured claims was
issued 154,710 shares of Common Stock.  In addition, authorized shares of Common Stock were decreased from 203,122,914 to 200,000,000.

Edgar Filing: METALS USA INC - Form 10-Q/A

Emergence from Chapter 11 Bankruptcy 22



Warrants

Under the terms of the Reorganization Plan, the Company�s Old Common Stock was extinguished and holders of such shares received in
exchange for such shares, five-year Warrants to purchase an aggregate of 3,556,713
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shares of the Common Stock (representing 15% of the Company�s outstanding Common Stock).  The Warrants have an exercise price of $18.50
per share.  Instructions regarding the exchange of the Warrants were delivered to the exchange agent on May 9, 2003.

Stock Based Compensation

The Reorganization Plan established the 2002 Incentive Plan for employees to be administered by the Board of Directors of the newly
reorganized Company and up to 2,015,000 shares of Common Stock was reserved for issuance under the Plan.  On February 24, 2003, the
Company issued to its newly hired President (who is also a Director), an option to purchase up to 300,000 shares of Common Stock from the
2002 Incentive Plan of which 100,000 are exercisable at $4.75 per share, 100,000 at $9.50 per share and 100,000 at $14.25 per share.  The
option has a term of five years and one-third of the option grant at each respective exercise price will vest on each of the first three anniversaries
beginning February 24, 2004.  On April 5, 2003, the Company issued options to the other six Directors for the purchase of up to 187,500 shares
of Common Stock from the 2002 Incentive Plan that are exercisable at $3.08 per share.  These options have a term of five years and one-third of
the option grant will vest on each of the first three anniversaries beginning November 1, 2003.  The fair value of these option grants is $0.4.  The
fair value of these option grants were estimated on the date of grant using the Black-Scholes option-pricing model with the following
assumptions:

Expected dividend yield 0.0%
Expected stock price volatility 40.0%
Risk free interest rate 6.0%
Expected life of options 4.0

Options granted during the six months ended June 30, 2003 had a weighted average fair value of $0.81 per option and a weighted average
exercise price of $7.03 per option.

The Company accounts for its stock option plan under APB Opinion No. 25 under which no compensation cost has been recognized.  Had
compensation cost for these plans been accounted for consistent with SFAS No. 123, �Accounting for Stock-Based Compensation,� and SFAS No.
148, �Accounting for Stock-Based Compensation-Transition and Disclosure,� the Company�s net income and net income per share would have
increased to the following pro forma amounts:

June 30, 2003
Three Months

Ended
Six Months

Ended
Net income, as reported $ 2.3 $ 2.1
Deduct: Compensation determined under fair value based method, net of tax (0.1) (0.3)
Pro forma net income $ 2.2 $ 1.8
Net income per share, Basic and Diluted:
As reported $ 0.11 $ 0.10
Pro forma $ 0.11 $ 0.09
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7.  Operations Held for Sale

During 2002, the Company announced planned divestitures of 11 business units that were a part of the Reorganization Plan.  The accounting for
the disposal of operations held for sale during 2002 was governed by the provisions of SFAS 144, which requires that operations held for sale be
recorded as discontinued operations on the statement of operations with separate earnings per share disclosure and supplemental footnote
disclosure of the assets and liabilities.  Consolidated statements of operations with respect to the businesses classified as discontinued operations
and held for sale under SFAS 144 are as follows:

Six Months Ended June 30,
Successor
Company

2003

Successor
Company

2002
Statement of Operations Data:
Net sales $ 3.4 $ 148.7
Cost of sales 2.8 117.1
Gross profit .6 31.6
Operating expenses .7 31.1
Operating income (loss) (0.1) 0.5
Provision (benefit) for taxes � 0.1
Net income (loss) $ (0.1) $ 0.4

During the first quarter of 2003, the remaining unsold operating unit, which has been included in assets held for sale since April 2002 and for
which the Company has no interested purchasers, was returned to held for use status and the results of operations have been reclassified and
included in results of continuing operations for all periods presented.  No assets remain in the assets held for sale category subsequent to March
31, 2003.  Other assets and liabilities, primarily accounts receivable and inventory retained by the Company upon the sale of the associated
operating assets, have been reclassified to the appropriate balance sheet accounts as of December 31, 2002.  Sales of property and equipment
during the three months ended March 31, 2003, generated proceeds of $5.4.

Successor Company
June 30,

2003
December 31,

2002
Assets:
Property and equipment, net $ � $ 8.2
Reserves � (2.8)
Operations held for sale $ � $ 5.4
Liabilities:
Accounts payable and accrued liabilities � $ 0.2
Operations held for sale $ � $ 0.2
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During 2001, the Company decided to sell certain assets and facilities.  Because the sale of these operations were initiated prior to the adoption
of SFAS 144, the accounting for the disposal of these assets is governed by the provisions of SFAS 121, which requires that the operating results
of operations held for sale be reported as continuing operations on the statement of operations with supplemental footnote disclosure of the
assets, liabilities and results of operations.  Operating results included in the consolidated statements of operations regarding the operations held
for sale under SFAS 121 are as follows:

Six Months Ended June 30,
Successor
Company

2003

Predecessor
Company

2002
Net sales $ � $ 25.5
Operating loss � (1.9)

8.  Supplemental Cash Flow Information

Six Months Ended June 30,
Successor
Company

2003

Predecessor
Company

2002
Cash paid for interest $ 3.3 $ 9.5
Cash refunded for income taxes (19.4) (25.2)

9.  Subsequent Event

On July 1, 2003 and July 10, 2003, the Company issued options to certain members of management for the purchase of up to 346,500 shares of
Common Stock from the 2002 Incentive Plan that are exercisable at $4.75 per share.  These options have a term of five years and one-third of
the option grant will vest on each of the first three anniversaries beginning with their respective issue dates.  The fair value of these option grants
is $0.5.  Options granted during July, 2003 had a weighted average fair value of $1.44 per option and a weighted average exercise price of $4.75
per option.
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10.  Segment and Related Information

The following table shows summarized financial information for the continuing operations of the Company�s reportable segments.  Amounts
applicable to the Predecessor Company in 2002 have been reclassified to reflect operations removed from held for sale classification.  Operating
income (loss) by business segment excludes interest expense and reorganization expenses.  Corporate expenses are allocated to the Company�s
operating segments.  The negative sales amount under Corporate and Other represents the elimination of intercompany sales.

Plates and
Shapes Flat Rolled

Building
Products

Corporate
and Other Total

As of and for the Three Months Ended June 30,
2003 (Successor Company):
Net sales $ 85.5 $ 115.8 $ 45.4 $ (4.4) $ 242.3
Operating income (loss) 2.5 1.7 4.7 (3.9) 5.0
Capital expenditures 1.2 0.4 0.3 � 1.9
Depreciation and amortization 0.1 � � � 0.1

2002 (Predecessor Company):
Net sales $ 89.3 $ 122.4 $ 45.0 $ (7.5) $ 249.2
Operating income (loss) 2.1 3.2 6.5 (9.1) 2.7
Capital expenditures � 0.2 0.1 � 0.3
Depreciation and amortization 0.8 0.8 0.5 0.3 2.4

As of and for the Six Months Ended June 30,
2003 (Successor Company):
Net sales $ 167.9 $ 232.0 $ 78.9 $ (10.2) $ 468.6
Operating income (loss) 4.7 3.7 4.8 (6.6) 6.6
Total assets 104.9 87.0 64.6 85.8 342.3
Capital expenditures 2.8 0.6 0.8 � 4.2
Depreciation and amortization 0.1 � � � 0.1

2002 (Predecessor Company):
Net sales $ 189.3 $ 241.2 $ 77.5 $ (14.0) $ 494.0
Operating income (loss) 1.7 6.3 6.8 (14.0) .8
Total assets 147.2 161.6 94.8 100.3 503.9
Capital expenditures 0.2 0.4 0.5 0.1 1.2
Depreciation and amortization 1.4 1.3 1.1 0.5 4.3
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ITEM 2. MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

This section contains statements that constitute �forward-looking statements� within the meaning of the Private Securities Litigation Reform Act of
1995.  See disclosure presented on the inside of the front cover of this report for cautionary information with respect to such forward-looking
statements.  Readers should refer to �Factors Which May Affect Future Operating Results� included in the Annual Report on Form 10-K for the
fiscal year ended December 31, 2002 for risk factors that may affect future performance.

Overview

We are a leading provider of value-added processed steel, aluminum and specialty metals and manufactured metal components.  Approximately
85% of our revenues are derived from our metal service center and distribution activities that are segmented into two groups, Flat Rolled and
Plates and Shapes.  The remaining portion of our revenue is derived from our Building Products Group, which primarily manufactures and
distributes aluminum products related to the residential and commercial construction and improvement industry.  We purchase metal from
primary producers who generally focus on large volume sales of unprocessed metals in standard configurations and sizes.  In most cases, we
perform the customized, value-added processing services required to meet specifications provided by end-use customers.  Our Flat Rolled Group
and Plates and Shapes Group customers are in businesses such as the machining, furniture, transportation equipment, power and process
equipment, industrial/commercial construction/fabrication, consumer durables and electrical equipment industries, and machinery and
equipment manufacturers.  Our Building Products Group customers are distributors and contractors engaged in residential and commercial
building projects.

Chapter 11 Proceedings

On November 14, 2001, we voluntarily filed for relief under Chapter 11 of the U.S. Bankruptcy Code, in U.S Bankruptcy Court, Southern
District of Texas and began operating our business as debtors-in-possession pursuant to the Bankruptcy Code.  We emerged from bankruptcy on
October 31, 2002.  Our need to seek relief under the Bankruptcy Code was due primarily to (1) a reduction in cash flows resulting from an
industry-wide recession caused by pricing pressure from foreign imports and decline in the manufacturing sector of the U.S. economy, (2) the
inability to obtain additional liquidity from our primary lending sources and (3) the high level of indebtedness related to acquisitions made prior
to 2000.  During 2000, the U.S. steel industry began experiencing significant declines in prices for steel products resulting from an influx of
foreign imports.  During 2001, the U.S economy in general and the manufacturing sector in particular moved into a recession that was further
exacerbated by the terrorist attack of September 11, 2001. During 2002, the steel industry continued to be affected by the economic recession as
volumes continued to decline.  However, steel prices stabilized in 2002 and, in some cases, increased as a result of the tariffs implemented by the
U.S. government in March 2002 and the reduced production capacity resulting from shutdowns and bankruptcies of producing mills.  Due to
these deteriorating economic conditions, we incurred significant operating losses through 2002.

On June 21, 2002, we reached an agreement with the Creditors Committee on the terms of the Reorganization Plan and subsequently filed such
plan along with our disclosure statement with the Bankruptcy Court on August 27, 2002.  The Bankruptcy Court held a hearing approving the
disclosure statement and the Reorganization Plan on September 18, 2002 and, after receiving a majority of the vote from the claim holders, the
Bankruptcy Court confirmed the Reorganization Plan on October 18, 2002.  As a result,
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we were permitted to consummate the transactions described in the Reorganization Plan and emerge from bankruptcy on October 31, 2002, the
Effective Date.

Under the terms of the Reorganization Plan, the unsecured creditors will receive, upon resolution of all disputed creditor claims and completion
of distributions, 20,000,000 shares of Common Stock in the reorganized Company to discharge and in exchange for approximately $367.3
million of unsecured debt, additionally, the financial advisor to the Creditors Committee was issued 154,710 shares of Common Stock as partial
payment for services performed.  Our Old Common Stock, outstanding prior to the Effective Date was extinguished and holders of such shares
received in exchange for such shares, five-year Warrants to purchase an aggregate of 3,556,713 shares of our Common Stock (representing 15%
of our outstanding Common Stock upon exercise).  The Warrants have an exercise price of $18.50 per share.  Instructions regarding the
exchange of the Warrants were delivered to the exchange agent on May 9, 2003.  On June 4, 2003, our stock began trading on the American
Stock Exchange (the �AMEX�) under the ticker symbol �MLT.�  Additionally the Warrants are also trading on the AMEX under the symbol
�MLT.WS.�  The Reorganization Plan established the 2002 Incentive Plan for employees to be administered by the Board of Directors of the
newly reorganized Company.  Up to 2,015,000 shares of Common Stock are reserved for issuance under the 2002 Incentive Plan.  All previously
outstanding options of the Company that had been issued under previous stock option plans were cancelled.  Additionally, the Board of
Directors of the reorganized Company was initially reconstituted with six new members with the newly hired President and Chief Executive
Officer added as a seventh member on February 24, 2003.

We were required to adopt �Fresh-Start Reporting� as specified by SOP-90-7.  �Fresh-Start Reporting� was required upon a substantive change in
control and required upon the Effective Date, that the reporting entity allocate the reorganization value of the Company to its assets and
liabilities in relation to their fair values.  Accordingly, the Company�s financial position, results of operations and cash flows for the period after
emergence from bankruptcy are not comparable to earlier periods.

As a result of the emergence from bankruptcy and for the purpose of presentation, activities subsequent to October 31, 2002 relate to the
�Successor Company� and activities prior to November 1, 2002 relate to the �Predecessor Company.�  With respect to periods relating to the
Predecessor Company, the consolidated financial statements have been reclassified for the effects of Statement of Financial Accounting
Standards No. 144 (�SFAS No. 144�), Accounting for Impairment or Disposal of Long-Lived Assets that require divestitures be excluded from
results of continuing operations for all periods presented.

Critical Accounting Policies

In response to the Securities and Exchange Commission�s Release No. 33-8040, �Cautionary Advice Regarding Disclosure About Critical
Accounting Policies�, we have identified critical accounting policies based upon the significance of the accounting policy to our overall financial
statement presentation, as well as the complexity of the accounting policy and our use of estimates and subjective assessments.  We have
concluded our critical accounting policies are as follows:

Concentration of credit risk.  Concentrations of credit risk with respect to trade accounts are within several industries.  We
perform ongoing credit evaluations of customers and sets credit limits based upon review of the customers� current
credit information and payment history.  We monitor customer payments and maintain a provision for estimated credit
losses based on historical experience and specific customer collection issues that we have identified. Estimation of
such losses requires adjusting historical loss experience for current economic conditions and judgments about the
probable effects of economic conditions
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on certain customers.  We cannot guarantee that the rate of future credit losses will be similar to past experience.  Each quarter we consider all
available information when assessing the adequacy of the provision for allowances, claims and doubtful accounts.

Inventories.  Inventories are stated at the lower of cost or market.  Certain of our subsidiaries use the last-in, first-out
(�LIFO�) method of accounting for inventories and other subsidiaries use a variety of methods including specific
identification, average cost and the first-in first-out (�FIFO�) method of accounting.  We regularly review inventory on
hand and record provisions for obsolete and slow-moving inventory based on historical and current sales trends. 
Changes in product demand and our customer base may affect the value of inventory on hand which may require
higher provisions for obsolete inventory.

Revenue recognition.  We recognize revenues when products are shipped and all significant obligations of the Company
have been satisfied.  Risk of loss passes at the time of shipment.  Provisions are made currently for estimated returns.

Results of Operations
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The following unaudited consolidated financial information reflects our historical financial statements, and the divested companies as of their
respective divestiture dates.  For comparison purposes, the results of operations data for 2003 includes the Successor Company results for the
period January 1, 2003 through June 30, 2003 and 2002 includes the Predecessor Company results for the period January 1, 2002 through June
30, 2002.

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

Successor Predecessor Successor Predecessor

2003 % 2002 % 2003 % 2002 %

(In millions, except percentages)
Net sales $ 242.3 100.0% $ 249.2 100.0% $ 468.6 100.0% $ 494.0 100.0%
Cost of sales 184.1 76.0% 187.4 75.2% 358.5 76.5% 372.7 75.4%
Gross profit 58.2 24.0% 61.8 24.8% 110.1 23.5% 121.3 24.6%
Operating and
delivery 30.4 12.5% 30.3 12.2% 59.3 12.7% 63.8 12.9%
Selling, general and
administrative 22.7 9.4% 22.9 9.2% 44.1 9.4% 48.9 9.9%
Depreciation and
amortization 0.1 � 2.4 1.0% 0.1 � 4.3 0.9%
Asset impairments � � 3.5 1.4% � � 3.5 0.7%
Operating income 5.0 2.1% 2.7 1.1% 6.6 1.4% 0.8 0.2%
Interest expense 1.6 0.7% 5.1 2.0% 3.3 0.7% 10.4 2.1%
Other (income)
expense, net (0.2) (0.1)% 0.2 0.1% (0.2) � (0.4) (0.1)%
Reorganization
expenses � � 6.1 2.4% � � 9.1 1.8%
Loss before income
taxes $ 3.6 1.5% $ (8.7) (3.5)% $ 3.5 0.7% $ (18.3) (3.7)%

Consolidated Results  Three Months Ended June 30, 2003 (Successor Company) Compared to June 30, 2002
(Predecessor Company)

Net sales.  Net sales decreased $6.9 million, or 2.8%, from $249.2 million for the three months ended June 30, 2002 to
$242.3 million for the three months ended June 30, 2003.  The decrease in net sales was principally due to the sale of
certain Plates and Shapes operations that were accounted for under SFAS 121 during 2002 (see Note 7 of the
Condensed Notes to Unaudited Consolidated Financial Statements).  These operations generated sales of $7.9 million
in 2002 and none in 2003.  With respect to the Flat Rolled and
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Plates and Shapes operation, exclusive of the operations that were sold, the benefit of a 6.5% increase in average realized prices was more than
offset by the adverse effect of a 5.8% volume decrease.

Cost of sales.  Cost of sales decreased $3.3 million, or 1.8%, from $187.4 million for the three months ended June 30,
2002, to $184.1 million for the three months ended June 30, 2003.  The decrease in cost of sales was principally due to
the sale of certain Plates and Shapes operations described above, which had cost of sales of $5.9 million in 2002 and
none in 2003.  With respect to the Flat Rolled and Plates and Shapes operation, exclusive of the operations that were
sold, the average cost per ton increased 6.7%, which more than offset the volume decrease.  As a percentage of sales,
cost of sales increased from 75.2% in 2002 to 76.0% in the same period in 2003.

Operating and delivery.  Operating and delivery expenses increased $0.1 million, or 0.3%, from $30.3 million for the
three months ended June 30, 2002 to $30.4 million for the three months ended June 30, 2003.  Operating and delivery
expenses attributable to the sale of certain Plates and Shapes operations described above were $1.3 million in 2002
and none in 2003.  As a percentage of net sales, operating and delivery expenses increased from 12.2% for the three
months ended June 30, 2002 to 12.5% for the three months ended June 30, 2003.  This percentage increase was
primarily due to increased insurance and employee benefit expenses.

Selling, general and administrative.  Selling, general and administrative expenses decreased $0.2 million, or 0.9%, from
$22.9 million for the three months ended June 30, 2002 to $22.7 million for the three months ended June 30, 2003. 
Selling, general and administrative expenses attributable to the sale of certain Plates and Shapes operations described
above were $1.8 million in 2002 and none in 2003.  As a percentage of net sales, selling, general and administrative
expenses increased from 9.2% for the three months ended June 30, 2002 to 9.4% for the three months ended June 30,
2003.  This percentage increase was primarily due to higher insurance costs and, to a lesser extent, severance costs
incurred during 2003.

Depreciation and amortization.  Depreciation and amortization expense decreased $2.3 million or 95.8%, from $2.4 million
for the three months ended June 30, 2002 to $0.1 million for the three months ended June 30, 2003.  This decrease
was due to the application of �Fresh-Start Reporting� that resulted in the reduction in carrying values of all property and
equipment to zero as of October 31, 2002, the Effective Date offset by depreciation and amortization expense on
capital expenditures since the Effective Date.

Asset impairments.  Asset impairment charges of $3.5 million were recorded in the second quarter of 2002, such amount
representing the difference between the estimated sales price and the carrying value of the divested assets.  There were
no asset impairment charges during the three months ended June 30, 2003.

Operating income.  Operating income increased $2.3 million, or 85.2%, from $2.7 million for the three months ended
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June 30, 2002 to $5.0 million for the three months ended June 30, 2003.  The increase in operating income was
attributable to the sale of certain Plates and Shapes operations that generated an operating loss of $1.1 million during
the three months ended June 30, 2002 and the decrease in depreciation and amortization expense and asset
impairments discussed above.  As a percentage of net sales, operating income increased from 1.1% for the three
months ended June 30, 2002 to 2.1% for the three months ended June 30, 2003.

Interest expense.  Interest expense decreased $3.5 million, or 68.6%, from $5.1 million for the three months ended June
30, 2002 to $1.6 million for the three months ended June 30, 2003.  The decrease in interest expense was primarily
due to decreased debt levels and lower interest rates.
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Reorganization expenses. Reorganization expenses in the amount of $6.1 million for the three months ended June 30,
2002 consist of approximately $4.0 million of professional and trustee fees associated with the Chapter 11
Proceedings and $2.1 million related to employee retention.  The Company has not incurred any reorganization
expenses since the emergence from bankruptcy on October 31, 2002.

Consolidated Results  Six Months Ended June 30, 2003 (Successor Company) Compared to June 30, 2002
(Predecessor Company)

Net sales.  Net sales decreased $25.4 million, or 5.1%, from $494.0 million for the six months ended June 30, 2002 to
$468.6 million for the six months ended June 30, 2003.  The decrease in net sales was principally due to the sale of
certain Plates and Shapes operations that were accounted for under SFAS 121 during 2002 (see Note 7 of the
Condensed Notes to Unaudited Consolidated Financial Statements).  These operations generated sales of $25.5
million in 2002 and none in 2003.  With respect to the Flat Rolled and Plates and Shapes operation, exclusive of the
operations that were sold, the benefit of an 8.6% price increase was substantially offset by an 8.2% volume decrease.

Cost of sales.  Cost of sales decreased $14.2 million, or 3.8%, from $372.7 million for the six months ended June 30,
2002, to $358.5 million for the six months ended June 30, 2003.  The decrease in cost of sales was principally due to
the sale of certain Plates and Shapes operations described above, which had cost of sales of $19.6 million in 2002 and
none in 2003.  With respect to the Flat Rolled and Plates and Shapes operation, exclusive of the operations that were
sold, the average cost per ton increased 9.9% which more than offset the volume decrease.  As a percentage of net
sales, cost of sales increased from 75.4% in 2002 to 76.5% in the same period in 2003.

Operating and delivery.  Operating and delivery expenses decreased $4.5 million, or 7.1%, from $63.8 million for the six
months ended June 30, 2002 to $59.3 million for the six months ended June 30, 2003.  Approximately $3.6 million of
the decrease in operating and delivery expenses was due to the sale of certain Plates and Shapes operations.  Lower
sales volumes from continuing operations account for the remainder of the decrease.  As a percentage of net sales,
operating and delivery expenses decreased from 12.9% in 2002 to 12.7% for the same period in 2003.

Selling, general and administrative.  Selling, general and administrative expenses decreased $4.8 million, or 9.8%, from
$48.9 million for the six months ended June 30, 2002 to $44.1 million for the six months ended June 30, 2003. 
Approximately $4.2 million of this decrease was due to the sale of certain Plates and Shapes operations described
above.  As a percentage of net sales, selling, general and administrative expenses decreased from 9.9% for the six
months ended June 30, 2002 to 9.4% for the six months ended June 30, 2003

Depreciation and amortization.  Depreciation and amortization decreased $4.2 million or 97.7%, from $4.3 million for the
six months ended June 30, 2002 to $0.1 million for the six months ended June 30, 2003.  This decrease was due to the
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application of �Fresh-Start Reporting� that resulted in the reduction in carrying values of all property and equipment to
zero as of October 31, 2002, the Effective Date, offset by depreciation and amortization expense on capital
expenditures since the Effective Date.

Asset impairments.  Asset impairment charges of $3.5 million were recorded in the second quarter of 2002, such amount
representing the difference between the estimated sales price and the carrying value of the divested assets.  There were
no asset impairment charges during the six months ended June 30, 2003.
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Operating income.  Operating income increased $5.8 million, or 725.0%, from $0.8 million for the six months ended
June 30, 2002 to $6.6 million for the six months ended June 30, 2003.  The increase in operating income was
primarily attributable to the sale of certain Plates and Shapes operations that generated an operating loss of $1.9
million during the six months ended June 30, 2002 and the decrease in selling, general and administrative expenses
and depreciation and amortization and asset impairments discussed above.  As a percentage of net sales, operating
income increased from 0.2% for the six months ended June 30, 2002 to 1.4% for the six months ended June 30, 2003.

Interest expense.  Interest expense decreased $7.1 million, or 68.3%, from $10.4 million for the six months ended June
30, 2002 to $3.3 million for the six months ended June 30, 2003.  The decrease in interest expense was primarily due
to decreased debt levels and lower interest rates.

Reorganization expenses. Reorganization expenses in the amount of $9.1 million for the six months ended June 30, 2002
consisted of approximately $7.0 million of professional and trustee fees associated with Chapter 11 Proceedings and
$2.1 million related to employee retention.  The Company has not incurred any reorganization expenses since the
emergence from bankruptcy on October 31, 2002.

Segment Results  Three Months Ended June 30, 2003 (Successor Company) Compared to June 30, 2002
(Predecessor Company)

Net
Sales

Operating
Costs and
Expenses

Operating
Income
(Loss)

Capital
Spending

(1)
Tons

Shipped
2003 (Successor):
Plates and Shapes $ 85.5 $ 83.0 $ 2.5 $ 1.2 169
Flat Rolled 115.8 114.1 1.7 0.4 163
Building Products 45.4 40.7 4.7 0.3 �
Corporate and other (4.4) (0.5) (3.9) � (9)
Total $ 242.3 $ 237.3 $ 5.0 $ 1.9 323

2002 (Predecessor):
Plates and Shapes $ 89.3 $ 87.2 $ 2.1 $ � 156
Flat Rolled 122.4 119.2 3.2 0.2 202
Building Products 45.0 38.5 6.5 0.1 �
Corporate and other (7.5) 1.6 (9.1) � (14)
Total $ 249.2 $ 246.5 $ 2.7 $ 0.3 344

(1)  Shipments are expressed in thousands of tons and are not an appropriate measure for the Building Products Group.
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Plates and Shapes.  Net sales decreased $3.8 million, or 4.3%, from $89.3 million for the three months ended June 30,
2002 to $85.5 million for the three months ended June 30, 2003.  The decrease in net sales was principally due to the
sale of certain Plates and Shapes operations that were accounted for under SFAS 121 during 2002.  These operations
generated sales of $7.9 million in 2002 and none in 2003.  Lower average realized prices of 11.6% were partially
offset by an 8.3% increase in shipments.  Operating costs and expenses decreased $4.2 million, or 4.8%, from $87.2
million for the three months ended June 30, 2002 to $83.0 million for the three months ended June 30, 2003.  The
decrease due to the operations that were sold was $9.0 million, partially offset by higher sales volumes and increased
employee benefit costs.  Operating
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costs and expenses as a percentage of net sales decreased from 97.6% for the three months ended June 30, 2002 to 97.1% for the three months
ended June 30, 2003, primarily due to a decrease in the cost of raw materials.  Operating income increased by $0.4 million, or 19.0%, from $2.1
million for the three months ended June 30, 2002 to $2.5 million for the three months ended June 30, 2003.  This increase is primarily due to the
sale of certain Plates and Shapes operations during 2002 which had an operating loss of $1.1 million, offset by cost increases described above. 
Operating income as a percentage of net sales increased from 2.4% for the three months ended June 30, 2002 to 2.9% for the three months ended
June 30, 2003.

Flat Rolled.  Net sales decreased $6.6 million, or 5.4%, from $122.4 million for the three months ended June 30, 2002
to $115.8 million for the three months ended June 30, 2003.  This decrease is primarily due to a 19.3% decline in
shipments somewhat offset by a 17.2% increase in average realized sales prices.  Operating costs and expenses
decreased $5.1 million, or 4.3%, from $119.2 million for the three months ended June 30, 2002 to $114.1 million for
the three months ended June 30, 2003.  This decrease was primarily attributable to lower shipments offset by a 16.9%
increase in average cost per ton.  Operating costs and expenses as a percentage of net sales, increased from 97.4% for
the three months ended June 30, 2002 to 98.5% for the three months ended June 30, 2003, primarily due to the lower
sales volumes.  Operating income decreased by $1.5 million, or 46.9%, from $3.2 million for the three months ended
June 30, 2002 to $1.7 million for the three months ended June 30, 2003.  This decrease was attributable to lower
shipments partially offset by a decrease in depreciation expenses as a result of the application of �Fresh-Start Reporting�
discussed above during 2002.  Operating income as a percentage of net sales decreased from 2.6% for the three
months ended June 30, 2002 to 1.5% for the three months ended June 30, 2003.

Building Products.  Net sales increased $.4 million, or 0.9%, from $45.0 million for the three months ended June 30,
2002 to $45.4 million for the three months ended June 30, 2003.  Operating costs and expenses increased $2.2 million,
or 5.7%, from $38.5 million for the three months ended June 30, 2002 to $40.7 million for the three months ended
June 30, 2003.  This increase was primarily due to higher cost of raw materials and increased insurance and employee
benefit expenses.  Operating costs and expenses as a percentage of net sales increased from 85.6% for the three
months ended June 30, 2002 to 89.6% for the three months ended June 30, 2003.  Operating income decreased by $1.8
million, or 27.7%, from $6.5 million for the three months ended June 30, 2002 to $4.7 million for the three months
ended June 30, 2003.  This decrease was primarily due to higher cost of raw materials partially offset by lower
depreciation expenses as a result of the application of �Fresh-Start Reporting� discussed above during 2002. Operating
income as a percentage of net sales decreased from 14.4% for the three months ended June 30, 2002 to 10.4% for the
three months ended June 30, 2003.

Corporate and other.  This category reflects certain administrative costs and expenses management has not allocated to its
industry segments as well as the asset impairment charges. These costs include compensation for executive officers,
insurance, professional fees for audit, tax and legal services and data processing expenses.  The negative net sales
amount represents the elimination of intercompany sales.  The operating loss decreased $5.2 million, from $9.1
million for the three months ended June 30, 2002 to $3.9 million for the three months ended June 30, 2003.  This
decrease was primarily attributable to a decrease in the medical and property and casualty insurance costs, the
majority of which have been allocated to the product groups in 2003.  Additionally, the reduction in costs includes
decreased depreciation and asset impairment expenses.
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Segment Results  Six Months Ended June 30, 2003 (Successor Company) Compared to June 30, 2002 (Predecessor
Company)

Net
Sales

Operating
Costs and
Expenses

Operating
Income
(Loss)

Capital
Spending

(1)
Tons

Shipped
2003 (Successor):
Plates and Shapes $ 167.9 $ 163.2 $ 4.7 $ 2.8 318
Flat Rolled 232.0 228.3 3.7 0.6 328
Building Products 78.9 74.1 4.8 0.8 �
Corporate and other (10.2) (3.6) (6.6) � (19)
Total $ 468.6 $ 462.0 $ 6.6 $ 4.2 627

2002 (Predecessor):
Plates and Shapes $ 189.3 $ 187.6 $ 1.7 $ 0.2 316
Flat Rolled 241.2 234.9 6.3 0.4 400
Building Products 77.5 70.7 6.8 0.5 �
Corporate and other (14.0) � (14.0) 0.1 (28)
Total $ 494.0 $ 493.2 $ 0.8 $ 1.2 688

(1)  Shipments are expressed in thousands of tons and are not an appropriate measure for the Building Products Group.

Plates and Shapes.  Net sales decreased $21.4 million, or 11.3%, from $189.3 million for the six months ended June 30,
2002 to $167.9 million for the six months ended June 30, 2003.  The decrease in net sales was principally due to the
sale of certain Plates and Shapes operations that were accounted for under SFAS 121 during 2002.  These operations
generated sales of $25.5 million in 2002 and none in 2003.  Excluding the operations that were sold, shipments
increased by 2.2% and average realized sales prices increased by 0.2%.  Operating costs and expenses decreased $24.4
million, or 13.0%, from $187.6 million for the six months ended June 30, 2002 to $163.2 million for the six months
ended June 30, 2003.  The decrease due to the operations that were sold was $27.4 million partially offset by higher
cost of materials and, to a lesser extent, higher insurance and employee benefit costs.  Operating costs and expenses as
a percentage of net sales decreased from 99.1% for the six months ended June 30, 2002 to 97.2% for the six months
ended June 30, 2003.  Operating income increased by $3.0 million, or 176.5%, from $1.7 million for the six months
ended June 30, 2002 to $4.7 million for the six months ended June 30, 2003.  This increase is primarily due to the sale
of certain Plates and Shapes operations during 2002 which had an operating loss of $1.9 million.  Operating income as
a percentage of net sales increased from 0.9% for the six months ended June 30, 2002 to 2.8% for the six months
ended June 30, 2003.

Flat Rolled.  Net sales decreased $9.2 million, or 3.8%, from $241.2 million for the six months ended June 30, 2002 to
$232.0 million for the six months ended June 30, 2003.  This decrease is primarily due to a 18.0% decline in
shipments somewhat offset by a 17.3% increase in average realized prices for the six months ended June 30, 2003
compared to the six months ended June 30, 2002.  Operating costs and expenses decreased $6.6 million, or 2.8%, from
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$234.9 million for the six months ended June 30, 2002 to $228.3 million for the six months ended June 30, 2003.  This
decrease was attributable to lower shipments and a decrease in depreciation expenses as a result of the application of
�Fresh-Start Reporting� discussed above during 2002.  Operating costs and expenses as a percentage of net sales,
increased from 97.4% for the six months ended June 30, 2002 to 98.4% for the six months ended June 30, 2003,
primarily due to an 18.6%
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increase in average cost per ton and higher insurance and employee benefit expenses.  Operating income decreased by $2.6 million, or 41.3%,
from $6.3 million for the six months ended June 30, 2002 to $3.7 million for the six months ended June 30, 2003. This decrease was attributable
to lower shipments partially offset by a decrease in depreciation expenses as a result of the application of �Fresh-Start Reporting� discussed above
during 2002.  Operating income as a percentage of net sales decreased from 2.6% for the six months ended June 30, 2002 to 1.6% for the six
months ended June 30, 2003.

Building Products.  Net sales increased $1.4 million, or 1.8%, from $77.5 million for the six months ended June 30, 2002
to $78.9 million for the six months ended June 30, 2003.  The increase in net sales was principally due to increased
demand for these products.  Operating costs and expenses increased $3.4 million, or 4.8%, from $70.7 million for the
six months ended June 30, 2002 to $74.1 million for the six months ended June 30, 2003. This was due to higher cost
of raw materials and increased insurance and employee benefit expenses.  Operating costs and expenses as a
percentage of net sales increased from 91.2% for the six months ended June 30, 2002 to 93.9% for the six months
ended June 30, 2003.  Operating income decreased by $2.0 million, or 29.4%, from $6.8 million for the six months
ended June 30, 2002 to $4.8 million for the six months ended June 30, 2003.  Operating income as a percentage of net
sales decreased from 8.8% for the six months ended June 30
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