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PART I -- FINANCIAL INFORMATION 
 

RELIANCE STEEL & ALUMINUM CO. 
 

CONSOLIDATED BALANCE SHEETS 
(In thousands, except share amounts) 

 
ASSETS 

 March 31, 
2010 

 December 31, 
2009 

   (Unaudited)   
Current assets:    
 Cash and cash equivalents ..........................................................................  $ 52,306   $ 43,002 
 Accounts receivable, less allowance for doubtful accounts of  
  $19,394 at March 31, 2010 and $21,269 at December 31, 2009.............  

 
   691,983 

  
  533,871 

 Inventories .................................................................................................     845,275    719,915 
 Prepaid expenses and other current assets ..................................................     35,057    40,096 
 Income taxes receivable .............................................................................    36,309   54,020 
  Total current assets ................................................................................     1,660,930    1,390,904 
Property, plant and equipment:    
 Land ...........................................................................................................     131,172    131,009 
 Buildings ....................................................................................................     555,926    543,590 
 Machinery and equipment ..........................................................................     838,906    829,154 
 Accumulated depreciation ..........................................................................            (543,499)   (522,494) 
    982,505    981,259 
    
Goodwill ........................................................................................................     1,082,469    1,081,324 
Intangible assets, net ......................................................................................     720,582    726,255 
Cash surrender value of life insurance policies, net ........................................    90,522   92,860 
Investments in unconsolidated entities ...........................................................    21,225   20,880 
Other assets ....................................................................................................    13,468   13,295 
  Total assets..............................................................................................  
  

$ 4,571,701  $ 4,306,777 

    
LIABILITIES AND EQUITY 

    
Current liabilities:    
 Accounts payable .......................................................................................  $ 299,294  $ 169,113 
 Accrued expenses .......................................................................................    54,632    55,264 
 Accrued compensation and retirement costs ..............................................    63,579    67,012 
 Accrued insurance costs .............................................................................    39,552    39,134 
 Current maturities of long-term debt...........................................................    86,934    86,383 
 Current maturities of capital lease obligations ...........................................    663    663 
  Total current liabilities ...........................................................................    544,654    417,569 
Long-term debt ..............................................................................................    928,410    849,375 
Capital lease obligations ................................................................................    3,018    3,182 
Long-term retirement costs and other long-term liabilities ............................    94,405    92,632 
Deferred income taxes ...................................................................................    335,466    335,897 
Commitments and contingencies     
Reliance shareholders’ equity:    
 Preferred stock, no par value: 
  Authorized shares — 5,000,000 
  None issued or outstanding ................................................................  

 
 
  

  
 
  

 Common stock, no par value: 
  Authorized shares — 100,000,000 
  Issued and outstanding shares — 74,103,570 at March 31, 2010  
            and 73,750,771 at December 31, 2009, stated capital .........................    600,073 

 

  587,612 
    Retained earnings .......................................................................................   2,059,953    2,020,343 
    Accumulated other comprehensive income (loss) ......................................    3,695   (1,523) 
Total Reliance shareholders’ equity ...............................................................    2,663,721   2,606,432 
    Noncontrolling interests .............................................................................    2,027   1,690 
Total equity .....................................................................................................    2,665,748   2,608,122 
     Total liabilities and equity ......................................................................   $ 4,571,701  $ 4,306,777 

 

See accompanying notes to unaudited consolidated financial statements. 
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RELIANCE STEEL & ALUMINUM CO. 
 

UNAUDITED CONSOLIDATED STATEMENTS OF OPERATIONS 
(In thousands, except share and per share amounts)  

 
 Three Months Ended 
  March 31, 
  2010    2009 

    

Net sales .......................................................................................................................     $ 1,454,075   $ 1,558,535 
    
Costs and expenses:    
 Cost of sales (exclusive of depreciation and amortization shown below) .................   1,075,962   1,204,093 
 Warehouse, delivery, selling, general and administrative .........................................   269,274   276,634 
 Depreciation and amortization...................................................................................   29,078   29,847 
  1,374,314   1,510,574 
    
Operating income .........................................................................................................   79,761   47,961 
    
Other income (expense):      
 Interest  .....................................................................................................................   (15,083)   (19,316) 
 Other income, net  .....................................................................................................   1,127   1,924 
Income before income taxes .........................................................................................  65,805 30,569 
Income tax provision ....................................................................................................   20,818   10,181 
Net income ...................................................................................................................   44,987   20,388 
 Less: Net income attributable to noncontrolling interests .........................................   337   270 
Net income attributable to Reliance ..............................................................................  $ 44,650  $ 20,118 
    

Earnings per share:    
Diluted earnings per common share attributable to Reliance shareholders ...................  $ 0.60  $ 0.27 
Weighted average shares outstanding – diluted ............................................................    74,184,403    73,323,713 
    
Basic earnings per common share attributable to Reliance shareholders ......................    $ 0.60  $ 0.27 
Weighted average shares outstanding – basic ...............................................................    73,862,445    73,317,140 
    
Cash dividends per share ..............................................................................................  $ 0.10  $ 0.10 
 
 

See accompanying notes to unaudited consolidated financial statements. 
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RELIANCE STEEL & ALUMINUM CO. 
 

UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS 
(In thousands) 

 
 Three Months Ended 
   March 31,  

   2010   2009 
Operating activities:    
Net income .........................................................................................................  $ 44,987   $ 20,388 
Adjustments to reconcile net income to net cash (used in) provided by  
 operating activities: 

Depreciation and amortization ........................................................................ 29,078 29,847 
Deferred income tax benefit............................................................................ (486) (1,472)
Loss (gain) on sales of property, plant and equipment ................................... 101 (117)
Equity in earnings of unconsolidated entities ................................................. (665) (65)
Dividends received from unconsolidated entities ........................................... 320 — 
Stock based compensation expense ................................................................ 3,698 3,597 
Excess tax benefits from stock based compensation....................................... (2,343) — 
Net loss from life insurance policies...............................................................  582 1,386 

 Changes in operating assets and liabilities:    
Accounts receivable..............................................................................  (157,568) 160,041 
Inventories ........................................................................................... (124,973) 194,719 
Prepaid expenses and other assets ........................................................ 22,699 (3,671)
Accounts payable and other liabilities .................................................   130,305   (90,120)

Net cash (used in) provided by operating activities ........................................... (54,265) 314,533 
   

Investing activities:   
Purchases of property, plant and equipment .................................................. (23,051) (15,172)
Proceeds from sales of property, plant and equipment .................................. 672 353 
Net proceeds from redemption of life insurance policies ...............................   1,756   2,463 

Net cash used in investing activities .................................................................. (20,623) (12,356)
   

Financing activities:   
Proceeds from borrowings ............................................................................. 150,478 102,000 
Principal payments on long-term debt and short-term borrowings ................ (71,237) (411,625)
Payments to noncontrolling interest holders .................................................. — (735)
Dividends paid ............................................................................................... (7,383) (7,332)
Excess tax benefit from stock based compensation ....................................... 2,343 — 
Exercise of stock options ............................................................................... 8,763 62 
Issuance of common stock ............................................................................. — 258 
Noncontrolling interest purchase ....................................................................   —   (2,506)

Net cash provided by (used in) financing activities ........................................... 82,964 (319,878)
Effect of exchange rate changes on cash ............................................................   1,228   (651)
Increase (decrease) in cash and cash equivalents ............................................... 9,304 (18,352)
Cash and cash equivalents at beginning of year .................................................   43,002   51,995 
Cash and cash equivalents at end of period ........................................................  $ 52,306  $ 33,643 
   
Supplemental cash flow information:   
Interest paid during the period ...........................................................................  $ 2,111  $ 15,074 
Income taxes paid during the period ..................................................................  $ 1,692  $ 19,087 

 
 

See accompanying notes to unaudited consolidated financial statements. 
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1.  Basis of Presentation 
 

The accompanying unaudited consolidated financial statements have been prepared in accordance with U.S. 
generally accepted accounting principles for interim financial information and with the instructions of Form 10-Q 
and Article 10 of Regulation S-X.  Accordingly, they do not include all of the information and footnotes required by 
U.S. generally accepted accounting principles for complete financial statements.  In the opinion of management, all 
adjustments, consisting only of normal recurring adjustments necessary for a fair presentation with respect to the 
interim financial statements, have been included.  The results of operations for the three months ended March 31, 
2010 are not necessarily indicative of the results for the full year ending December 31, 2010.  For further 
information, refer to the consolidated financial statements and footnotes thereto for the year ended December 31, 
2009, included in Reliance Steel & Aluminum Co.’s (“We”, “Reliance” or the “Company”) Annual Report on Form 
10-K. 
 

The preparation of financial statements in conformity with U.S. generally accepted accounting principles 
requires management to make estimates and assumptions that affect the reported amounts and the disclosure of 
contingent amounts in the Company’s consolidated financial statements and the accompanying notes. Actual results 
could differ from those estimates.   
 

The Company’s consolidated financial statements include the assets, liabilities and operating results of majority-
owned subsidiaries. The ownership of the other interest holders of consolidated subsidiaries is reflected as 
noncontrolling interests. The Company’s investments in unconsolidated subsidiaries are recorded under the equity 
method of accounting. All significant intercompany accounts and transactions have been eliminated.  
 
2.  Impact of Recently Issued Accounting Guidance 
 
Accounting Guidance Recently Adopted 
 

On January 1, 2010, the Company adopted changes issued by the Financial Accounting Standards Board 
(“FASB”) for accounting for variable interest entities.  These changes replaced the quantitative-based risks and 
rewards calculation for determining which reporting entity, if any, has a controlling financial interest in a variable 
interest entity with an approach focused on identifying which reporting entity has the power to direct the activities of 
a variable interest entity that most significantly impact the entity’s economic performance and (1) the obligation to 
absorb losses of the entity or (2) the right to receive benefits from the entity. The changes also require additional 
disclosures about a reporting entity’s involvement in variable interest entities, which will enhance the information 
provided to users of financial statements.  The adoption of these changes did not have a material impact on the 
Company’s consolidated results of operations, financial position or cash flows. 

 
3.  Goodwill 
 

The change in the carrying amount of goodwill for the three months ended March 31, 2010 is as follows: 
 

  (In thousands)
Balance as of December 31, 2009 ...................................   $ 1,081,324 
Effect of foreign currency translation .............................    1,145 
Balance as of March 31, 2010 .........................................   $ 1,082,469 

 
The Company had no accumulated impairment losses related to goodwill as of March 31, 2010.  
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4.  Intangible Assets, net 
 
The following table summarizes the Company’s intangible assets, net: 

 
 March 31, 2010 December 31, 2009 

 

Gross 
Carrying 
Amount 

Accumulated 
Amortization 

Gross 
Carrying 
Amount  

Accumulated 
Amortization 

 (In thousands) 
Intangible assets subject to amortization:        

Covenants not to compete.............................   $ 6,853   $ (6,607)   $ 6,853   $ (6,558) 
Loan fees ......................................................    23,868    (11,460)    23,868  (10,592) 
Customer lists/relationships..........................    346,192    (64,862)    345,035  (58,749) 
Software – internal use .................................    8,100    (3,240)    8,100  (3,038) 
Other.............................................................    4,966    (1,429)    4,949    (1,297) 

    389,979    (87,598)    388,805    (80,234) 
Intangible assets not subject to amortization:        

Trade names..................................................    418,201    —    417,684    — 
   $ 808,180   $ (87,598)   $ 806,489   $ (80,234) 

 
The Company recognized amortization expense for intangible assets of approximately $7.2 million and $7.0 

million for the three months ended March 31, 2010 and 2009, respectively.  Based on the current amount of 
intangibles subject to amortization, the estimated amortization expense for the remaining nine months of 2010 and 
each of the succeeding five years is as follows:  

       
 (In thousands) 
2010..........................................................................   $ 21,621 
2011..........................................................................   28,565 
2012..........................................................................   28,024 
2013..........................................................................   25,344 
2014..........................................................................   23,344 
2015..........................................................................   21,780 

 
 
5.  Income Taxes 
 

The Company’s effective tax rates for the three months ended March 31, 2010 and 2009 were 31.6% and 33.3%, 
respectively.  Permanent items that impacted the Company’s effective tax rates as compared to the U.S. federal 
statutory rate of 35% were not materially different in amounts during both periods and relate mainly to company-
owned life insurance policies and domestic production activities deductions.  
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6.  Long-Term Debt 
 

Long-term debt consists of the following: 
 March 31,  December 31, 
  2010    2009 
 (In thousands) 
    
Unsecured revolving credit facility due November 9, 2012 ..............................  $ 194,000  $ 115,000 
Senior unsecured notes due October 15, 2010...................................................    78,000    78,000 
Senior unsecured notes due from July 1, 2011 to July 2, 2013..........................    135,000    135,000 
Senior unsecured notes due November 15, 2016...............................................   350,000   350,000 
Senior unsecured notes due November 15, 2036...............................................    250,000    250,000 
Other notes and revolving credit facilities .........................................................    10,234    9,684 
  Total .........................................................................................    1,017,234    937,684 
Less unamortized discount ................................................................................    (1,890)    (1,926) 
Less amounts due within one year.....................................................................    (86,934)    (86,383) 
  Total long-term debt.................................................................  $ 928,410  $ 849,375 

 
Unsecured Revolving Credit Facility 

The Company’s $1.1 billion unsecured revolving credit facility has 16 banks as lenders. On September 28, 
2009, the Company amended its syndicated credit agreement to adjust certain financial ratio requirements (primarily 
related to minimum interest coverage ratio and maximum leverage ratio) until June 30, 2010 at which time these 
ratios adjust back to the pre-amendment levels. With the amendment, the pricing on the revolving credit facility was 
adjusted to market rates and restrictions were placed on certain uses of cash until June 30, 2010 for acquisitions, 
dividends, investments, and stock repurchases. Also, with the amendment, the Company extended the maturity date 
of $1.02 billion in commitments for 14 extending lenders through November 9, 2012, while the maturity date of 
$80.0 million in commitments for non-extending lenders remains at November 9, 2011. Interest on borrowings from 
extending lenders is at variable rates based on LIBOR plus 3.50% or the bank prime rate plus 2.50% as of March 31, 
2010. Interest on borrowings from non-extending lenders is at variable rates based on LIBOR plus 0.45% or the 
bank prime rate as of March 31, 2010. The revolving credit facility includes a commitment fee on the unused 
portion, at an annual rate of 0.40% and 0.10% for extending and non-extending lenders, respectively, as of March 
31, 2010. The applicable margin over LIBOR rate and base rate borrowings along with commitment fees are subject 
to adjustment every quarter prospectively based on the Company’s leverage ratio.  

Weighted average rates on borrowings outstanding on the revolving credit facility were 3.61% and 3.51% as of 
March 31, 2010 and December 31, 2009, respectively.  

As of March 31, 2010, the Company had $50.5 million of letters of credit outstanding under the revolving credit 
facility with availability to issue an additional $74.5 million of letters of credit.    

Revolving Credit Facilities – Foreign Operations 

The Company also had two separate revolving credit facilities for operations in Canada with a combined credit 
limit of CAD$35.0 million as of December 31, 2009. In January 2010, the Canadian credit facilities were combined 
into one unsecured facility with a reduced credit limit of CAD$5.0 million.  There were no borrowings outstanding 
on these revolving credit facilities as of March 31, 2010 and December 31, 2009.   

Various other separate revolving credit facilities with a combined credit limit of approximately $22.3 million are 
in place for operations in: a) Asia with outstanding balances of $7.0 million and $6.6 million as of March 31, 2010 
and December 31, 2009, respectively, and b) the United Kingdom with outstanding balances of $1.7 million and $1.5 
million as of March 31, 2010 and December 31, 2009, respectively. 
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Senior Unsecured Notes – Private Placements 

The Company also has $213.0 million of outstanding senior unsecured notes issued in private placements of 
debt as of March 31, 2010. At March 31, 2010, the outstanding senior notes bear interest at a weighted average fixed 
rate of 5.71% and have a weighted average remaining life of 1.7 years, maturing from October 2010 to July 2013.   

Senior Unsecured Notes – Publicly Traded 

On November 20, 2006, the Company entered into an Indenture (the “Indenture”), for the issuance of $600 
million of unsecured debt securities.  The total debt issued was comprised of two tranches, (a) $350 million 
aggregate principal amount of senior unsecured notes bearing interest at the rate of 6.20% per annum, maturing on 
November 15, 2016 and (b) $250 million aggregate principal amount of senior unsecured notes bearing interest at 
the rate of 6.85% per annum, maturing on November 15, 2036.  The notes are senior unsecured obligations of 
Reliance and rank equally with all other existing and future unsecured and unsubordinated debt obligations of 
Reliance.  The senior unsecured notes include provisions that, in the event of a change in control and a downgrade of 
the Company’s credit rating, require the Company to make an offer to repurchase the notes at a price equal to 101% 
of their principal amount plus accrued interest.  

Covenants 

The $1.1 billion revolving credit facility and the senior unsecured note agreements collectively require the 
Company to maintain a minimum net worth and interest coverage ratio and a maximum leverage ratio and include a 
change of control provision, among other things. The Company’s interest coverage ratio for the last twelve-month 
period ended March 31, 2010 was approximately 4.7 times compared to the debt covenant minimum requirement of 
2.0 times (interest coverage ratio is calculated as net income attributable to Reliance plus interest expense and 
provision for income taxes and plus or minus any non-operating non-recurring loss or gain, respectively, divided by 
interest expense).  The Company’s leverage ratio as of March 31, 2010 calculated in accordance with the terms of 
the revolving credit facility was 28.6% compared to the financial covenant maximum amount of 50% (leverage ratio 
is calculated as total debt, inclusive of capital lease obligations and outstanding letters of credit, divided by Reliance 
shareholders’ equity plus total debt). Beginning June 30, 2010, the minimum interest coverage ratio and maximum 
leverage ratio requirements adjust back to the pre-amendment levels of 3.0 times and 60%, respectively. The 
minimum net worth requirement as of March 31, 2010 was $950.6 million compared to Reliance shareholders’ 
equity balance of $2.66 billion as of March 31, 2010. 

Additionally, all of our wholly-owned domestic subsidiaries, which constitute the substantial majority of our 
subsidiaries, guarantee the borrowings under the revolving credit facility, the Indenture and the private placement 
notes. The subsidiary guarantors, together with Reliance, are required collectively to account for at least 80% of the 
Company’s consolidated EBITDA and 80% of consolidated tangible assets.  Reliance and the subsidiary guarantors 
accounted for approximately 99% of our total consolidated EBITDA for the last twelve months and approximately 
93% of total consolidated tangible assets as of March 31, 2010.  

The Company was in compliance with all debt covenants as of March 31, 2010. 
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7.  Total Equity 
 
Common Stock 
 

During the three months ended March 31, 2010, the Company issued 352,799 shares of common stock in 
connection with the exercise of stock options for total proceeds of approximately $8.8 million.    
 
Stock Based Compensation 

On February 23, 2010, the Company granted 1,003,400 options to acquire its common stock to key employees 
with an exercise price equal to the fair market value as of the date of the grant.  The stock options vest ratably over a 
period of four years and expire seven years after the date of grant. The fair value of stock options granted was 
estimated using the Black-Scholes option-pricing model with the following assumptions:  Expected life – 4.8 years; 
Expected volatility – 59.7%; Dividend yield – 0.9%; Risk-free interest rate – 2.4%; Exercise price - $42.81. 

Share Repurchase Program 

Under the Company’s current stock repurchase program 7,883,033 shares of common stock remain available for 
repurchase as of March 31, 2010.  No shares were repurchased in 2010 or 2009.  Repurchased shares are redeemed 
and treated as authorized but unissued shares.   

Other Comprehensive Income (Loss) 
 

Other comprehensive income (loss) included the following: 

 Three Months Ended  
March 31, 

          2010            2009  
 (In thousands) 
Net income .........................................................................................   $ 44,987   $ 20,388 
Other comprehensive income (loss), net of tax:    
 Foreign currency translation gain (loss) .........................................   5,093   (5,222) 
 Unrealized gain on investments, net of tax ....................................   122   100 
 Minimum pension liability, net of tax ...........................................   3   (19) 
Total other comprehensive income (loss), net of tax..........................   5,218      (5,141)
Comprehensive income ......................................................................   50,205   15,247 
Comprehensive income attributable to noncontrolling interests.........   (337)   (270) 
Comprehensive income attributable to Reliance ................................   $     49,868      $ 14,977 
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Accumulated Other Comprehensive Income (Loss) 

Accumulated other comprehensive income (loss) included the following: 
         

 

 
Foreign currency translation adjustments are not generally adjusted for income taxes as they relate to indefinite 

investments in foreign subsidiaries.  Unrealized loss on investments and minimum pension liability are net of 
deferred income tax assets of approximately $0.3 million and $7.3 million as of March 31, 2010 and December 31, 
2009, respectively. 
 
8.  Earnings Per Share 
 

Basic earnings per share exclude any dilutive effects of options, warrants and convertible securities.  Diluted 
earnings per share are calculated including the dilutive effects of options, warrants and convertible securities, if any.  
 

The following table sets forth the computation of basic and diluted earnings per share: 
 

 
Three Months Ended  

March 31, 

   2010     2009  

 
(In thousands, except for share 

and per share amounts) 
Numerator:    

Net income attributable to Reliance .........................................................  $ 44,650   $ 20,118
    
Denominator:    

Denominator for basic earnings per share – Weighted average shares....   73,862,445    73,317,140
    
Effect of dilutive securities:    

Stock options...........................................................................................   321,958    6,573
    
Denominator for dilutive earnings per share:    

Adjusted weighted average shares and assumed conversions .................   74,184,403    73,323,713
    
Net income per share attributable to Reliance shareholders – diluted ........  $ 0.60   $ 0.27
    
Net income per share attributable to Reliance shareholders – basic............  $ 0.60   $ 0.27

 
 

 The computations of earnings per share for the three months ended March 31, 2010 and 2009 do not include 
2,137,300 and 3,391,022 weighted average shares reserved for issuance upon exercise of stock options, respectively, 
because their inclusion would have been anti-dilutive.   
 

 March 31,  December 31, 
 2010  2009 

 (In thousands) 

Foreign currency translation gain .................................  $ 15,741   $ 10,648 
Unrealized loss on investments, net of tax ...................   (326)    (448) 
Minimum pension liability, net of tax ..........................   (11,720)    (11,723) 

Total accumulated other comprehensive  
income (loss) ........................................................... $ 3,695 

 
 $ (1,523) 
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9.  Condensed Consolidating Financial Statements  
 

In November 2006, the Company issued senior unsecured notes in the aggregate principal amount of $600 
million at fixed interest rates that are guaranteed by its wholly-owned domestic subsidiaries. The accompanying 
consolidating financial information has been prepared and presented pursuant to Rule 3-10 of SEC Regulation S-X 
“Financial Statements of Guarantors and Issuers of Guaranteed Securities Registered or Being Registered.” The 
guarantees are full and unconditional and joint and several obligations of each of the guarantor subsidiaries. There 
are no significant restrictions on the ability of the Company to obtain funds from any of the guarantor subsidiaries by 
dividends or loans. The supplemental consolidating financial information has been presented in lieu of separate 
financial statements of the guarantors as such separate financial statements are not considered meaningful.   

 
Condensed Unaudited Consolidating Balance Sheet  
As of March 31, 2010 
(In thousands) 
 

 Parent  
Guarantor 

Subsidiaries  

Non- 
Guarantor 

Subsidiaries  Eliminations   Consolidated 

  

Assets  

   Cash and cash equivalents................................   $ 13,486  $ 5,930  $ 32,890  $ —  $ 52,306 
   Accounts receivable, less allowance for  
      doubtful accounts ..........................................    61,543   583,441 46,999   — 691,983 

   Inventories ........................................................    38,681   760,701 45,893   — 845,275 

   Intercompany receivables.................................    527   18,609 763   (19,899) — 

   Income taxes receivable ...................................   43,262   (9,183) 2,230   — 36,309 

   Prepaid expenses and other current assets .......  1,234   28,885 4,938   — 35,057 
         Total current assets.....................................    158,733   1,388,383 133,713   (19,899) 1,660,930 

    

   Investments in subsidiaries ..............................    1,691,171   152,897 612   (1,844,680) — 

   Property, plant and equipment, net ..................    91,834   839,828 50,843   — 982,505 

   Goodwill ...........................................................    23,780   1,002,775 55,914   — 1,082,469 

   Intangible assets, net ........................................    12,409   644,888 63,285   — 720,582 

   Intercompany receivables.................................    1,944,759   — —   (1,944,759) — 

   Other assets ......................................................    4,282   119,444 1,489   — 125,215 

         Total assets ................................................   $ 3,926,968  $ 4,148,215  $ 305,856  $ (3,809,338)  $ 4,571,701 

     

Liabilities & Equity     

   Accounts payable .............................................   $ 26,980  $ 266,072  $ 26,141  $ (19,899)  $ 299,294 

   Accrued compensation and retirement costs ...    9,678   49,674 4,227   — 63,579 

   Other current liabilities.....................................    53,498   36,245 4,441   — 94,184 

   Current maturities of long-term debt ...............    78,250   — 8,684   — 86,934 

   Current maturities of capital lease obligations.    —   640 23   — 663 

         Total current liabilities ..............................    168,406   352,631 43,516   (19,899) 544,654 

     

   Long-term debt .................................................    928,256   154 —   — 928,410 

   Intercompany borrowings ................................    —   1,920,638 24,121   (1,944,759)  — 

   Deferred taxes and other long-term liabilities..    166,585   263,731 2,573   — 432,889 

   Total Reliance shareholders’ equity ................  2,663,721   1,609,839 234,841 (1,844,680) 2,663,721 

    Noncontrolling interests ...............................   —   1,222 805   — 2,027 

   Total equity ......................................................    2,663,721   1,611,061 235,646   (1,844,680) 2,665,748 

   Total liabilities and equity................................   $ 3,926,968  $ 4,148,215  $  305,856  $  (3,809,338)  $ 4,571,701 
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Condensed Consolidating Balance Sheet  
As of December 31, 2009 
(In thousands) 
 

 Parent  
Guarantor 

Subsidiaries  

Non- 
Guarantor 

Subsidiaries  
Eliminations & 

Reclassifications  Consolidated 

  

Assets  

   Cash and cash equivalents................................  $ 8,968  $ 6,890  $ 27,144  $ —  $ 43,002 
   Accounts receivable, less allowance for  
      doubtful accounts ..........................................   48,344 451,234 34,293   — 533,871 

   Inventories ........................................................   27,791 646,343 45,781   — 719,915 

   Intercompany receivables .................................   300 15,845 1,940   (18,085) — 

   Income taxes receivable ...................................   52,021 — 1,999   — 54,020 

   Prepaid expenses and other current assets .......   6,500 30,544 3,052   — 40,096 
         Total current assets .....................................   143,924 1,150,856 114,209   (18,085) 1,390,904 

     

   Investments in subsidiaries...............................   1,642,191 155,039 612   (1,797,842) — 

   Property, plant and equipment, net...................   92,706 840,606 47,947   — 981,259 

   Goodwill ...........................................................   23,780 1,002,775 54,769   — 1,081,324 

   Intangible assets, net.........................................   13,276 650,784 62,195   — 726,255 

   Intercompany receivables .................................   1,857,443 — —   (1,857,443) — 

   Other assets ......................................................   4,282 121,883 870   — 127,035 
         Total assets ................................................  $ 3,777,602  $ 3,921,943  $ 280,602  $ (3,673,370)  $ 4,306,777 

      

Liabilities & Equity      

   Accounts payable..............................................  $ 16,853  $ 156,994  $ 13,351  $ (18,085)  $ 169,113 

   Accrued compensation and retirement costs ...   11,557 51,588 3,867   — 67,012 

   Other current liabilities.....................................   49,109 41,195 4,094   — 94,398 

   Current maturities of long-term debt ...............   78,250 — 8,133   — 86,383 

   Current maturities of capital lease obligations.   — 634 29   — 663 

         Total current liabilities ..............................   155,769 250,411 29,474   (18,085) 417,569 

      

   Long-term debt .................................................   849,220 155 —   — 849,375 

   Intercompany borrowings.................................   — 1,832,229 25,214   (1,857,443)  — 

   Deferred taxes and other long-term liabilities..   166,181 263,050 2,480   — 431,711 

   Total Reliance shareholders’ equity ................   2,606,432 1,575,184 222,658 (1,797,842) 2,606,432 

    Noncontrolling interests................................   — 914 776   — 1,690 

   Total equity ......................................................   2,606,432 1,576,098 223,434   (1,797,842) 2,608,122 

   Total liabilities and equity................................  $ 3,777,602  $ 3,921,943  $  280,602  $  (3,673,370)  $ 4,306,777 
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Condensed Unaudited Consolidating Statement of Operations  
For the three months ended March 31, 2010 
(In thousands) 
 

 Parent  
Guarantor 

Subsidiaries  

Non- 
Guarantor 

Subsidiaries  Eliminations  Consolidated 

     

Net sales ..............................................................   $ 139,527  $ 1,283,036  $ 72,646  $ (41,134)   $ 1,454,075 

    

Costs and expenses:     

Cost of sales (exclusive of depreciation  

   and amortization shown below) ...................    109,825   954,453   52,839   (41,155)   1,075,962 

Warehouse, delivery, selling, general and  

   administrative ..............................................    27,133   246,735    15,863   (20,457)   269,274 

Depreciation and amortization .......................    3,114   24,690   1,274   —   29,078 

   140,072   1,225,878   69,976   (61,612)   1,374,314 

      

Operating (loss) income .......................................    (545)   57,158   2,670   20,478   79,761 

     

Other income (expense):    

Interest .............................................................    (15,309)   (10,480)   (169)   10,875   (15,083) 

Other income, net ...........................................    31,551   924   5   (31,353)   1,127 

Income before equity in earnings  

 of subsidiaries and income taxes .....................    15,697   47,602   2,506   —   65,805 

Equity in earnings of subsidiaries ........................    22,507    450   —   (22,957)   — 

Income before income taxes ................................    38,204   48,052   2,506   (22,957)   65,805 

Income tax (benefit) provision ............................    (6,446)   26,823   441   —   20,818 

Net income............................................................    44,650   21,229   2,065   (22,957)   44,987 

Less:  Net income attributable to ....................  

 noncontrolling interests ...............................    —   309   28   —   337 

Net income attributable to Reliance ....................   $ 44,650  $ 20,920  $ 2,037  $ (22,957)   $ 44,650 
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Condensed Unaudited Consolidating Statement of Operations  
For the three months ended March 31, 2009 
(In thousands) 

 

 Parent  
Guarantor 

Subsidiaries  

Non- 
Guarantor 

Subsidiaries  Eliminations  Consolidated 

     

Net sales ..............................................................   $ 139,485  $ 1,393,015  $ 60,791  $ (34,756)   $ 1,558,535 

    

Costs and expenses:     

Cost of sales (exclusive of depreciation  

   and amortization shown below) ...................    107,396   1,085,334   46,139   (34,776)   1,204,093 

Warehouse, delivery, selling, general and  

   administrative ..............................................    18,783   262,518    14,235   (18,902)   276,634 

Depreciation and amortization .......................    2,729   26,067   1,051   —   29,847 

   128,908   1,373,919   61,425   (53,678)   1,510,574 

      

Operating income (loss) .......................................    10,577   19,096   (634)   18,922   47,961 

     

Other income (expense):    

Interest .............................................................    (19,826)   (12,965)   (148)   13,623   (19,316) 

Other income (expense), net ...........................    32,678   2,028   (237)   (32,545)   1,924 

Income (loss) before equity in earnings (losses)  

 of subsidiaries and income taxes......................    23,429   8,159   (1,019)   —   30,569 

Equity in earnings (losses) of subsidiaries...........    4,492    (395)   —   (4,097)   — 

Income (loss) before income taxes ......................    27,921   7,764   (1,019)   (4,097)   30,569 

Income tax provision (benefit) .............................    7,803   2,579   (201)   —   10,181 

Net income (loss) .................................................    20,118   5,185   (818)   (4,097)   20,388 

Less:  Net income (loss) attributable to 

 noncontrolling interests ...............................    —   337   (67)   —   270 

Net income (loss) attributable to Reliance ..........   $ 20,118  $ 4,848  $ (751)  $ (4,097)  $ 20,118 
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Condensed Unaudited Consolidating Cash Flow Statement  
For the three months ended March 31, 2010 
(In thousands) 
 

 Parent  
Guarantor 

Subsidiaries  

Non- 
Guarantor 

Subsidiaries  Eliminations  Consolidated 

          

Operating activities:       

   Net income........................................................   $ 44,650  $ 21,229  $ 2,065  $ (22,957)  $ 44,987 

   Equity in earnings of subsidiaries ....................    (22,507)   (1,115)   —   22,957   (665) 
   Adjustments to reconcile net income to cash 

provided by (used in) operating activities .....    (6,700)   (92,787)   900   —   (98,587) 

Cash provided by (used in) operating activities..    15,443   (72,673)   2,965   —   (54,265) 

  

Investing activities:  

   Purchases of property, plant and equipment ...    (1,364)   (18,634)   (3,053)   —   (23,051) 

   Net advances to subsidiaries ............................    (87,316)   —   —   87,316   — 

   Other investing activities, net...........................    (4,968)   2,102   244   5,050   2,428 

Cash used in investing activities .........................    (93,648)   (16,532)   (2,809)   92,366   (20,623) 

   

Financing activities:   

   Net borrowings (repayments) of debt ..............    79,000   (164)   405   —    79,241 

   Dividends paid .................................................    (7,383)   —   —   —   (7,383) 

   Intercompany borrowings (repayments) ..........    —   88,409   (1,093)   (87,316)   — 

   Other financing activities, net ..........................    11,106   —   5,050   (5,050)   11,106 

Cash provided by financing activities ................    82,723   88,245   4,362   (92,366)   82,964 
Effect of exchange rate changes on cash  
   and cash equivalents.........................................    —   —   1,228   —   1,228 
Increase (decrease) in cash and cash 
   equivalents........................................................    4,518   (960)   5,746   —   9,304 
Cash and cash equivalents at beginning of 
   period ...............................................................    8,968   6,890   27,144    —   43,002 

Cash and cash equivalents at end of period ........   $ 13,486  $ 5,930  $ 32,890  $ —  $ 52,306 
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Condensed Unaudited Consolidating Cash Flow Statement  
For the three months ended March 31, 2009 
(In thousands) 
 
 

 Parent  
Guarantor 

Subsidiaries  

Non- 
Guarantor 

Subsidiaries  Eliminations  Consolidated 

          

Operating activities:       

   Net income (loss)..............................................   $ 20,118  $ 5,185  $ (818)  $ (4,097)  $ 20,388 

   Equity in (earnings) losses of subsidiaries.......    (4,492)   395   —   4,097   —  
   Adjustments to reconcile net income (loss) to 

cash provided by operating activities ............    35,682   252,468   5,995   —   294,145 

Cash provided by operating activities.................    51,308   258,048   5,177   —   314,533 

   

Investing activities:   

   Purchases of property, plant and equipment ...    (560)   (12,331)   (2,281)   —   (15,172) 

   Net advances from subsidiaries........................    255,776   —   —   (255,776)   — 

   Other investing activities, net...........................    22   2,575   219   —   2,816 
Cash provided by (used in) investing  
   activities............................................................    255,238   (9,756)   (2,062)   (255,776)   (12,356) 

    

Financing activities:    

   Net repayments of debt ....................................    (307,750)   (608)   (1,267)   —    (309,625) 

   Dividends paid .................................................    (7,332)   —   —   —   (7,332) 

   Intercompany (repayments) borrowings ..........    —   (257,673)   1,897   255,776   — 

   Other financing activities, net ..........................    320   (735)   (2,506)   —   (2,921) 

Cash used in financing activities ........................    (314,762)   (259,016)   (1,876)   255,776   (319,878) 
Effect of exchange rate changes on cash  
   and cash equivalents.........................................    —   —   (651)   —   (651) 
(Decrease) increase in cash and cash 
   equivalents........................................................    (8,216)   (10,724)   588   —   (18,352) 
Cash and cash equivalents at beginning of 
   period ...............................................................    21,263   19,201   11,531    —   51,995 

Cash and cash equivalents at end of period ........   $ 13,047  $ 8,477  $ 12,119  $ —  $ 33,643 
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RELIANCE STEEL & ALUMINUM CO. 
 

Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations 
 
Three Months Ended March 31, 2010 Compared to Three Months Ended March 31, 2009 
 

The following table sets forth certain income statement data for the three months ended March 31, 2010 and 
2009 (dollars are shown in thousands and certain amounts may not calculate due to rounding): 

 
 Three Months Ended March 31, 
 2010  2009 
 

$ 
% of  

Net Sales 
$ 

% of  
Net Sales 

      
Net sales ...........................................................................  $ 1,454,075  100.0%   $ 1,558,535   100.0% 
      
Cost of sales (exclusive of depreciation and 
amortization expense shown below) ............................. 

   
  1,075,962 

 
74.0 

  
  1,204,093 

 
77.3 

      
Gross profit (1) .................................................................   378,113 26.0    354,442 22.7 
      
S,G&A expenses .............................................................   269,274 18.5    276,634 17.7 
      
Depreciation expense .....................................................   21,850  1.5    22,812    1.5  
        
Amortization expense ....................................................   7,228  0.5    7,035    0.5  
      
Operating income .......................................................... $ 79,761  5.5%   $ 47,961  3.1%

 
(1) Gross profit, calculated as Net sales less Cost of sales, is a non-GAAP financial measure as it excludes depreciation and amortization 
expense associated with the corresponding sales. The majority of our orders are basic distribution with no processing services performed.  
For the remainder of our sales orders, we perform “first-stage” processing, which is generally not labor intensive as we are simply cutting 
the metal to size.  Because of this, the amount of related labor and overhead, including depreciation and amortization, are not significant and 
are excluded from our Cost of sales. Therefore, our Cost of sales is primarily comprised of the cost of the material we sell.  The Company 
uses Gross profit and Gross profit margin as shown above as measures of operating performance.  Gross profit and Gross profit margin are 
important operating and financial measures, as fluctuations in Gross profit and Gross profit margin can have a significant impact on our 
earnings.  Gross profit and Gross profit margin, as presented, are not necessarily comparable with similarly titled measures for other 
companies.  

  
Net Sales.  In the 2010 first quarter, our consolidated net sales decreased 6.7% to $1.45 billion from $1.56 

billion in the 2009 first quarter.  This includes a 2.5% decrease in tons sold and a 5.0% decrease in our average 
selling price per ton sold.  (Tons sold and average selling price per ton sold amounts exclude the toll processing sales 
of Precision Strip, Inc. and Feralloy Corporation.)  

 
In the 2009 first quarter, prices for carbon steel products were declining rapidly.  This continued through the 

2009 second quarter.  Pricing generally stabilized for most carbon steel products at that time.  Carbon steel mills 
increased prices for most products beginning January 2010 and continued to increase prices through the 2010 first 
quarter due mainly to increased raw material costs; however, prices were still generally lower than in the 2009 first 
quarter. A change in our product mix towards a lower proportion of carbon steel products also tempered the decline 
in our average selling price as the average selling prices of our other products generally increased in the 2010 first 
quarter compared to the 2009 first quarter.  Carbon steel products, which typically have lower selling prices than 
other products we sell, represented 52% of our 2010 first quarter sales, compared to 58% of our sales in the same 
period in 2009.   

 
Cost of Sales.  In the 2010 first quarter, our cost of sales decreased 10.6% to $1.08 billion compared to $1.20 

billion in the 2009 first quarter. The decrease in cost of sales is due to our decrease in tons sold along with lower 
inventory costs on hand as we had worked through our higher cost inventory by the end of 2009.  
 

Our LIFO reserve adjustment, which is included in our cost of sales and, in effect, reflects cost of sales at 
current replacement costs, resulted in a charge, or expense, of $5.0 million in the 2010 first quarter compared to a 
credit, or income, of $75.0 million in the 2009 first quarter. We currently estimate our full year 2010 LIFO 
adjustment to be a charge, or expense, of $20.0 million as we expect that both our quantities and our average cost of 
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inventory at December 31, 2010 will be higher than at January 1, 2010.  However, we do anticipate that mill prices, 
generally, will decline somewhat from currently announced levels (i.e., May 2010) in the 2010 second half. 
 

Gross Profit. Our gross profit increased 6.7% to $378.1 million for the 2010 first quarter, compared to 
$354.4 million in the 2009 first quarter.  Our gross profit as a percentage of sales in the 2010 first quarter was 
26.0%, compared to 22.7% in the 2009 first quarter.   
 

During the first half of 2009, we were reducing our inventory levels to generate cash and selling high cost 
inventory into a declining market which adversely affected our gross profit margin. In mid-2009 our inventory costs 
were better aligned with current replacement costs and demand had generally stabilized. Increases in mill prices 
since that time have supported our increased selling prices resulting in increased profit margin. Our LIFO reserve 
adjustment that was a charge, or expense to cost of sales in the 2010 three-month period compared to a credit, or 
income in the comparable 2009 period also impacted our gross profit margins.  See “Cost of Sales” above for 
discussion of our LIFO reserve adjustments.  

 
Expenses. Our 2010 first quarter warehouse, delivery, selling, general and administrative (S,G&A) expenses 

decreased $7.4 million, or 2.7%, from the 2009 first quarter and were 18.5% as a percentage of sales, up slightly 
from 17.7% in the 2009 first quarter.  The decrease in our S,G&A expense includes a decrease of $7.6 million of 
expense related to potentially uncollectible customer accounts from the 2009 first quarter as the quality of our 
accounts receivable has improved. 

 
Our cost structure is highly variable, with about 60% of our expenses personnel-related. In 2009, we reduced 

our headcount by over 1,700 employees, or 16% from 2008 year-end levels, with most reductions occurring in the 
first half of the year.  Total compensation related expenses in 2009 were lower because of these personnel reductions 
as well as reduced commission and incentive expenses due to lower gross profit and pre-tax income levels. Since 
employees throughout our workforce have a significant portion of compensation tied to profitability, and our gross 
profit margins and pre-tax profits improved significantly in the 2010 first quarter, our commission and incentive 
expense increased from the 2009 levels.  

 
Operating Income. Our 2010 first quarter operating income was $79.8 million, resulting in an operating income 

margin of 5.5%, compared to $48.0 million, or a 3.1% operating income margin in the 2009 first quarter. The higher 
gross profit margin generated on lower sales combined with decreases in expenses significantly improved our 
operating income.  
 

Other Income and Expense. Interest expense was $15.1 million in the 2010 first quarter, a decrease of $4.2 
million from $19.3 million in the 2009 first quarter. The decrease was mainly due to our lower debt levels.  
 

Income Tax Rate. Our effective income tax rate in the 2010 first quarter was 31.6% compared to our 2009 first 
quarter rate of 33.3%. Permanent items that impacted the Company’s effective tax rates as compared to the U.S. 
federal statutory rate of 35% were not materially different in amounts during both periods and relate mainly to 
company-owned life insurance policies and domestic production activities deductions. 

 
Net Income. Net income attributable to Reliance for the 2010 first quarter was $44.7 million compared to $20.1 

million in the 2009 first quarter. The increase was primarily due to higher gross profit dollars due to improved gross 
profit margins and lower S,G&A and interest expenses.   

 
Liquidity and Capital Resources  
 
Operating Activities 
 

At March 31, 2010, our working capital was $1.12 billion, up from $973.3 million at December 31, 2009. Due 
to improving business conditions in the 2010 first quarter, we increased our working capital, which resulted in cash 
flow used in operating activities of $54.3 million.  During the 2009 first quarter, we were focused on reducing our 
working capital as a result of declining demand and pricing for our products, generating $314.5 million of cash flow 
from operations. Increases of $157.6 million in our accounts receivable balance and $130.4 million in our FIFO 
inventory level, offset by a $130.3 million increase in our accounts payable and accrued expenses were the primary 
contributors to our increase in working capital during the 2010 first quarter.  
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To manage our working capital, we focus on our days sales outstanding to monitor accounts receivable and on 
our inventory turnover rate to monitor our inventory levels, as receivables and inventory are the two most significant 
elements of our working capital.  As of March 31, 2010 our days sales outstanding improved to approximately 42 
days compared to 42 ½ days at December 31, 2009. (We calculate our days sales outstanding (“DSO”) as an average 
of the most recent two-month period.) Our accounts receivable balance increased due to improved sales levels from 
December 31, 2009.  

Our inventory turn rate during the 2010 first quarter was about 4.7 times (or 2.6 months on hand), compared to 
our 2009 first quarter rate of 3.4 times (or 3.5 months on hand). Our March 31, 2010 FIFO inventory levels increased 
from December 31, 2009 levels as we better aligned our inventory quantities with higher shipment levels.  
 
Investing Activities 

 
Capital expenditures were $23.1 million during the 2010 first quarter compared to $15.2 million during the 2009 

first quarter. Our 2010 capital expenditures are budgeted at approximately $140.0 million and include many growth 
projects. 

 
Financing Activities 

 
The increase in our working capital during the 2010 first quarter was primarily funded by net borrowings of 

$79.2 million. We paid dividends to our shareholders of $7.4 million during the 2010 first quarter.  On April 21, 
2010, our Board of Directors declared the 2010 second quarter cash dividend of $.10 per share. We have paid regular 
quarterly dividends to our shareholders for 51 consecutive years. 

 
Under our current stock repurchase program 7.9 million shares of common stock remain available for 

repurchase as of March 31, 2010.  Repurchased shares are treated as authorized but unissued shares.  No shares were 
repurchased in 2010 or 2009.  Since initiating our Stock Repurchase Plan in 1994, we have repurchased 
approximately 15.2 million shares at an average cost of $18.41 per share.  We believe such purchases, given 
appropriate circumstances, enhance shareholder value and reflect our confidence in the long-term growth potential of 
our Company. 

 
Liquidity 

 
Our primary sources of liquidity are generally our internally generated funds from operations and our $1.1 

billion revolving credit facility. In the 2010 first quarter we used cash in operations of $54.3 million, compared to 
generating $314.5 million of cash from operations in the 2009 first quarter.   

Our outstanding debt (including capital lease obligations) at March 31, 2010 was $1.02 billion, up slightly from 
$939.6 million at December 31, 2009. At March 31, 2010, we had $194.0 million outstanding on our $1.1 billion 
revolving credit facility.  

  
On September 28, 2009, we amended our $1.1 billion revolving credit facility to adjust certain financial 

covenants.  Our interest coverage ratio requirement was reduced to a minimum 2.0 times from 3.0 times and our 
leverage ratio requirement was reduced to a maximum of 50% from a maximum of 60% until June 30, 2010, at 
which time these ratios adjust back to the pre-amendment levels. With the amendment, our pricing was adjusted to 
rates in effect at the time.  Restrictions were placed on certain uses of cash including cash used for acquisitions, 
dividends, investments and stock repurchases through June 30, 2010. Additionally, with the amendment of our credit 
facility, we extended the maturity date of the revolving credit facility by one year from November 2011 to November 
2012 for $1.02 billion of commitments. Concurrent with the amendment and extension of our revolving credit 
facility, we also paid off the remaining balance on our term loan.  

 
The Company also had two separate revolving credit facilities for operations in Canada with a combined credit 

limit of CAD$35.0 million as of December 31, 2009.  In January 2010, the Canadian credit facilities were combined 
into one unsecured facility with a credit limit of CAD$5.0 million.  There were no borrowings outstanding on these 
revolving credit facilities as of March 31, 2010 and December 31, 2009.  Various other separate revolving credit 
facilities are in place for our operations in Asia and for our operations in the United Kingdom with total combined 
outstanding balances of $8.7 million and $8.1 million at March 31, 2010 and December 31, 2009, respectively.  



 

 19

Capital Resources 
 
On November 20, 2006 we entered into an Indenture (the “Indenture”), for the issuance of $600 million of 

unsecured debt securities which are guaranteed by all of our direct and indirect, wholly-owned domestic subsidiaries 
and any entities that become such subsidiaries during the term of the Indenture (collectively, the “Subsidiary 
Guarantors”). None of our foreign subsidiaries or our non-wholly-owned domestic subsidiaries is a guarantor. The 
total debt issued was comprised of two tranches, (a) $350 million aggregate principal amount of senior unsecured 
notes bearing interest at the rate of 6.20% per annum, maturing on November 15, 2016 and (b) $250 million 
aggregate principal amount of senior unsecured notes bearing interest at the rate of 6.85% per annum, maturing on 
November 15, 2036. The notes are senior unsecured obligations and rank equally with all of our other existing and 
future unsecured and unsubordinated debt obligations. In April 2007, these notes were exchanged for publicly traded 
notes registered with the Securities and Exchange Commission.  

At March 31, 2010, we also had $213.0 million of outstanding senior unsecured notes issued in private 
placements of debt.  The outstanding senior notes bear interest at an average fixed rate of 5.7% and have an average 
remaining life of 1.7 years, maturing from October 2010 to July 2013.   

Our net debt-to-total capital ratio was 26.6% at March 31, 2010; up slightly from our 2009 year-end rate of 
25.6%, but down significantly from 36.9% at March 31, 2009 (net debt-to-total capital is calculated as total debt, net 
of cash, divided by Reliance shareholders’ equity plus total debt, net of cash).   

We have $147.6 million of debt obligations coming due before our credit facility expires in November 2012. We 
are comfortable that we will have adequate cash flow and capacity on our revolving credit facility to fund our debt 
obligations as well as our working capital, capital expenditure, growth and other needs.  We expect to continue our 
acquisition and other growth activities in the future and anticipate that we will be able to fund such activities with 
borrowings under our revolving credit facility, subject to the restrictions on the use of cash described above, or by 
accessing the capital markets.  

Covenants 
 
Our $1.1 billion syndicated credit facility and senior notes collectively require that we maintain a minimum net 

worth and interest coverage ratio, and a maximum leverage ratio and include change of control provisions, among 
other things. The interest coverage ratio for the last twelve month period ended March 31, 2010 was approximately 
4.7 times compared to the debt covenant minimum requirement of 2.0 times (interest coverage ratio is calculated as 
net income attributable to Reliance plus interest expense and provision for income taxes and plus or minus any non-
operating non-recurring loss or gain, respectively, divided by interest expense).  The leverage ratio at March 31, 
2010, calculated in accordance with the terms of the credit agreement, was 28.6% compared to the debt covenant 
maximum amount of 50% (leverage ratio is calculated as total debt, inclusive of capital lease obligations and 
outstanding letters of credit, divided by Reliance shareholders’ equity plus total debt). The minimum net worth 
requirement at March 31, 2010 was $950.6 million compared to the Reliance shareholders’ equity balance of $2.66 
billion at March 31, 2010.  

Additionally, all of our wholly-owned domestic subsidiaries, which constitute the substantial majority of our 
subsidiaries, guarantee the borrowings under the revolving credit facility, the Indenture and the private placement 
notes.  The subsidiary guarantors, together with Reliance, are required collectively to account for at least 80% of the 
Company’s consolidated EBITDA and 80% of consolidated tangible assets.  Reliance and the subsidiary guarantors 
accounted for approximately 99% of our total consolidated EBITDA for the last twelve months and approximately 
93% of total consolidated tangible assets as of March 31, 2010.  

We were in compliance with all debt covenants at March 31, 2010. 

Off-Balance-Sheet Arrangements 
 
We had no material changes in commitments for capital expenditures, operating lease obligations or purchase 

obligations as of March 31, 2010, as compared to those disclosed in our table of contractual obligations included in 
our Annual Report on Form 10-K for the year ended December 31, 2009. 



 

 20

Inflation 
 

Our operations have not been, and we do not expect them to be, materially affected by general inflation.  
Historically, we have been successful in adjusting prices to our customers to reflect changes in metal prices. 

Seasonality 
 

Some of our customers may be in seasonal businesses, especially customers in the construction industry.  As a 
result of our geographic, product and customer diversity, our operations have not shown any material seasonal trends 
except that revenues in the months of July, November and December traditionally have been lower than in other 
months because of a reduced number of working days for shipments of our products, resulting from vacation and 
holiday closures at some of our customers.  We cannot assure you that period-to-period fluctuations will not occur in 
the future.  The results of any one or more quarters are therefore not necessarily indicative of annual results.  

Goodwill and Other Intangible Assets 
 

Goodwill, which represents the excess of cost over the fair value of net assets acquired, amounted to 
$1.08 billion at March 31, 2010, or approximately 23.7% of total assets, or 40.6% of Reliance shareholders’ equity.  
Additionally, other intangible assets, net amounted to $720.6 million at March 31, 2010, or approximately 15.8% of 
total assets, or 27.1% of Reliance shareholders’ equity.  We review the recoverability of goodwill and other 
intangible assets deemed to have indefinite lives annually or whenever significant events or changes occur which 
might impair the recovery of recorded amounts.  Our most recently completed annual impairment tests of goodwill 
were performed as of November 1, 2009 and it was determined that the recorded amounts for goodwill are 
recoverable and that no impairment existed. Our 2010 annual impairment tests of goodwill will be performed as of 
November 1, 2010 or more frequently, as appropriate.  Other intangible assets with finite useful lives continue to be 
amortized over their useful lives.  We review the recoverability of our long-lived assets whenever events or changes 
in circumstances indicate the carrying amount of such assets may not be recoverable. 
 

Impairment assessment inherently involves judgment as to assumptions about expected future cash flows and 
the impact of market conditions on those assumptions. Future events and the current changing market conditions 
may impact our assumptions as to commodity prices, demand and future growth rates or other factors that may result 
in changes in our estimates of future cash flows. Although we believe the assumptions used in testing for impairment 
are reasonable, significant changes in any one of our assumptions could produce a significantly different result.  
Furthermore, significant declines in the market conditions for our products as well as significant decreases in the 
price of our common stock could also impact our impairment analysis.  However, as of March 31, 2010, we have 
noted no indications of impairment.  
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Critical Accounting Policies 
 

Management’s Discussion and Analysis of Financial Condition and Results of Operations discusses our 
unaudited Consolidated Financial Statements, which have been prepared in accordance with U.S. generally accepted 
accounting principles.  When we prepare these financial statements, we are required to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and 
liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the 
reporting period.  On an on-going basis, we evaluate our estimates and judgments, including those related to 
accounts receivable, inventories, deferred tax assets, goodwill and intangible assets and long-lived assets.  We base 
our estimates and judgments on historical experience and on various other factors that we believe to be reasonable 
under the circumstances, the results of which form the basis for our judgments about the carrying values of assets 
and liabilities that are not readily apparent from other sources.  Actual results may differ from these estimates under 
different assumptions or conditions. 

 
For further information regarding the accounting policies that we believe to be critical accounting policies and 

that affect our more significant judgments and estimates used in preparing our consolidated financial statements see 
our Annual Report on Form 10-K for the year ended December 31, 2009.  We do not believe that any of the new 
accounting guidance implemented during 2010 changed our critical accounting policies.  
 
New Accounting Guidance 
 

See Notes to Unaudited Consolidated Financial Statements for disclosure on new accounting guidance issued or 
implemented. 
 
Item 3. Quantitative And Qualitative Disclosures About Market Risk  

 
In the ordinary course of business, we are exposed to various market risk factors, including fluctuations in 

interest rates, changes in general economic conditions, domestic and foreign competition, foreign currency exchange 
rates, metals pricing, demand and availability.  There have been no significant changes in our market risk factors 
since December 31, 2009.  Please refer to Item 7A - Quantitative and Qualitative Disclosures About Market Risk, 
contained in our Annual Report on Form 10-K for the year ended December 31, 2009 for further discussion on 
quantitative and qualitative disclosures about market risk.   
 
Item 4. Controls And Procedures 
  

Under the supervision and with the participation of the Company’s management, including the Company’s 
Chief Executive Officer and Chief Financial Officer, the Company carried out an evaluation of the effectiveness of 
the design and operation of the Company’s disclosure controls and procedures pursuant to and as defined in Rule 
13a-15(e) or 15d-15(e) under the Securities Act of 1934, as amended.  Based upon that evaluation, the Chief 
Executive Officer and the Chief Financial Officer concluded that, as of the end of the period covered in this report, 
the Company’s disclosure controls and procedures are effective.   

 
There have been no changes in the Company’s internal control over financial reporting during the quarter ended 

March 31, 2010, that have materially affected, or are reasonably likely to materially affect, our internal control over 
financial reporting. 

 
This Quarterly Report on Form 10-Q may contain forward-looking statements relating to future financial 

results.  Actual results may differ materially as a result of factors over which Reliance Steel & Aluminum Co. has 
no control.  These risk factors and additional information are included in the Company’s Annual Report on 
Form 10-K for the year ended December 31, 2009.  
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PART II -- OTHER INFORMATION 
 
Item 1A. Risk Factors  
 

There have been no material changes to the risk factors disclosed in our Annual Report on Form 10-K for the year 
ended December 31, 2009.   
 
Item 6.   Exhibits  

 
31.1  Certification of Chief Executive Officer pursuant to Rule 13a-14(a) and Rule 15d-14(a) of the 

Securities Exchange Act of 1934, as amended. 
 
31.2  Certification of Chief Financial Officer pursuant to Rule 13a-14(a) and Rule 15d-14(a) of the Securities 

Exchange Act of 1934, as amended. 
 
32  Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. 
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 SIGNATURES 
 

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

RELIANCE STEEL & ALUMINUM CO. 
 
 
 
Dated:  May 6, 2010 By:  /s/ David H. Hannah    
  David H. Hannah 

 Chairman and  
 Chief Executive Officer 

 
 
 

By:  /s/  Karla Lewis  
 Karla Lewis 

  Executive Vice President and 
  Chief Financial Officer 
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Exhibit No. Description 
 

31.1   Certification of Chief Executive Officer pursuant to Rule 13a-14(a) and Rule 15d-14(a) of the 
Securities Exchange Act of 1934, as amended. 

 
31.2   Certification of Chief Financial Officer pursuant to Rule 13a-14(a) and Rule 15d-14(a) of the Securities 

Exchange Act of 1934, as amended. 
 

32   Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. 
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Exhibit 31.1 
 

Certification of Principal Executive Officer 
Pursuant to Rule 13a-14(a)/15d-14(a) of the Securities Exchange Act of 1934 

 

I, David H. Hannah, certify that: 

1. I have reviewed this quarterly report on Form 10-Q of Reliance Steel & Aluminum Co.; 

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

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly 
present in all material respects the financial condition, results of operations and cash flows of the registrant as 
of, and for, the periods presented in this report; 

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 
designed under our supervision, 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 report is being prepared; 

b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with 
generally accepted accounting principles; 

c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this 
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of 
the period covered by this report based on such evaluation; and 

d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred 
during the registrant's most recent fiscal quarter that has materially affected, or is reasonably likely to 
materially affect, the registrant's internal control over financial reporting; and 

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal 
control over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of 
directors (or persons performing the equivalent functions): 

a) All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant's ability to record, process, 
summarize and report financial information; and 

b) Any fraud, whether or not material, that involves management or other employees who have a significant 
role in the registrant's internal control over financial reporting. 

Date: May 6, 2010 

/s/ David H. Hannah   
David H. Hannah 
Chairman and  
Chief Executive Officer 
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Exhibit 31.2 
 

Certification of Principal Financial Officer 
Pursuant to Rule 13a-14(a)/15d-14(a) of the Securities Exchange Act of 1934 

 
 

I, Karla Lewis, certify that: 

1. I have reviewed this quarterly report on Form 10-Q of Reliance Steel & Aluminum Co.; 

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

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly 
present in all material respects the financial condition, results of operations and cash flows of the registrant as 
of, and for, the periods presented in this report; 

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 
designed under our supervision, 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 report is being prepared; 

b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with 
generally accepted accounting principles; 

c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this 
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of 
the period covered by this report based on such evaluation; and 

d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred 
during the registrant's most recent fiscal quarter that has materially affected, or is reasonably likely to 
materially affect, the registrant's internal control over financial reporting; and 

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal 
control over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of 
directors (or persons performing the equivalent functions): 

a) All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant's ability to record, process, 
summarize and report financial information; and 

b) Any fraud, whether or not material, that involves management or other employees who have a significant 
role in the registrant's internal control over financial reporting. 

Date: May 6, 2010 
 

/s/ Karla Lewis    
  Karla Lewis 
   Executive Vice President and 
   Chief Financial Officer 
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Exhibit 32 
 

Certification 
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 

(Subsections (a) and (b) of Section 1350, Chapter 63 of title 18, United States Code) 
 
 
 

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (Subsections (a) and (b) of Section 1350, Chapter 63 of 
Title 18, United States Code) (the “Act”), each of the undersigned officers of Reliance Steel & Aluminum Co., a 
California corporation (the “Company”), does hereby certify that: 

 
The Quarterly Report on Form 10-Q for the quarter ended March 31, 2010 (the “Periodic Report”) of the Company 

fully complies with the requirements of Section 13(a) of the Securities Exchange Act of 1934 (15 U.S.C. 78m or 780(d)) 
and information contained in the Periodic Report fairly presents, in all material respects, the financial condition and 
results of operations of the Company. 

 
      /s/ David H. Hannah    

       David H. Hannah 
       Chairman and 
       Chief Executive Officer 
 
 

 
      /s/ Karla Lewis    

       Karla Lewis 
       Executive Vice President and   
       Chief Financial Officer 
 

Dated: May 6, 2010 
 
 
 

A signed original of this written statement required by Section 906 has been provided to the Company and will be 
retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request. 
 

 

 

 

 


