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SALT LAKE CITY COUNCIL STAFF REPORT 
 
DATE:   March 13, 2008 
 
SUBJECT: Industrial Revenue Bond Application 

Intsel Steel West, LLC  
 
STAFF REPORT BY:   Jennifer Bruno, Budget & Policy Analyst 
 
AFFECTED COUNCIL DISTRICTS:   District 2 
 
ADMINISTRATIVE DEPT:  Community and Economic Development 
AND CONTACT PERSON:    Ed Butterfield 
 
KEY ELEMENTS: 
A. Intsel West Properties, LLC (a subsidiary of Triple S Steel) has submitted an 

application to Salt Lake City for a $6 million, tax-exempt, and a $1.5 million taxable 
Industrial Revenue Bond. 

1. The funds will be used for rehabilitation of an existing building and construction of a 
new building at their existing property at 1887 South 700 West.  Their existing 
property encompasses 18.63 acres, and no new property will be acquired at this site.  

2. The cost of the renovation/expansion is estimated at $9.6 million.  The developer is 
investing $2.1 million in equity (22% of the total construction cost). 

3. The project will bring at least 23 new jobs to Salt Lake City and another 16 jobs are 
planned over 5 years.  The Salt Lake City facility payroll will increase by over $1 
million immediately and by another $1.9 million over a 5-year period (this includes 
standard wage increases). These jobs are accessible by the Central City/Glendale 
neighborhoods, an underserved employment market, and will be located where 
there is existing City infrastructure. 

4. The expansion will increase the assessed value of the property by approximately $4 
million. 

5. Triple S steel (based in Houston) has acquired R& S Steel (currently operating in 
Lehi) and Alta-Steelco (operating in Salt Lake City).  They will be consolidating both 
operations into the Intsel West Salt Lake City facility, transferring the $24 million in 
annual gross sales from Lehi to Salt Lake. 

B. The property is currently zoned M-1 (Light Manufacturing).  It is surrounded on the 
South, West, and North sides by M-1, and is bordered by rail lines on the East side.  

1. The surrounding uses are predominantly light manufacturing/industrial uses.   
2. The activities on site include fabricating and distribution of steel beams, channels, 

tube, pipe, and plate. 
C. Triple S Steel/Intsel West Properties has secured GE Government Finance as the 

purchaser of the bonds.   The City is acting as a conduit for this transaction, and is 
lending its AAA credit rating to the tax-exempt bonds.   

1. This in no way obligates the City for repayments of the bond should Triple S Steel 
default (see background section for additional discussion of Industrial Revenue 
Bonds). 

2. The financial statements for Triple S Steel are available upon request. 
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D. The committee reviewing this application voted unanimously to support the 
request.  There were a couple of questions however, that have since been addressed 
by the applicant: 

1. Wages and benefits – all employees (including hourly) receive life, health, dental, 
sick, vacation, and holiday benefits. 

2. Environmental issues –  
i. The company will be replacing the use of many of its diesel forklifts with 

electric cranes.  These are more energy efficient, better for the environment in 
terms of carbon emissions, and quieter. 

ii. The Company will be hard surfacing a majority of the property, which will 
reduce dust from the facility. 

iii. No materials that are used or generated on-site are considered “unstable” 
and many are readily recyclable. 

3. 700 West frontage – the company will install 1200 feet of drought-tolerant 
landscaping along the 700 West frontage. 

E. If the Council is ok with proceeding with this request, the following is a tentative 
timetable for approval (see item #F in the “Background” section for more detail on these 
steps): 

 
March 13  City Council receives briefing on the plan of financing 
March 18  City Council approves Inducement Resolution and schedules 

public hearing (TEFRA) for the proposed bond issue 
March 23  Publication of “Notice of Public Hearing” in Salt Lake Tribune 
April 8  City Council holds TEFRA Hearing and approves final Bond 

Resolution (tentative) 
April 10  Bond Closing 

 
BACKGROUND: 
A. Industrial Reveue Bonds (IRBs) are tax-exempt bonds issued by a qualified 

governmental entity for the tax benefit to a private organization – the governmental 
entity can lend its tax-exempt status and credit rating (if applicable) to the bond 
issuance, thereby securing a lower interest rate for the borrower and reducing the 
total cost of debt to the private entity. 

B. Repayment of these bonds relies exclusively upon revenues generated by the private 
entity, and is not considered an obligation of the issuing local governmental entity. 

C. The private entity enters into an agreement with a third party bank, that will be the 
purchaser of these bonds (in this case, GE Government Finance).  This third party 
will be responsible should the revenue of the private entity not cover the debt 
service on the bond.  The City is in no way liable for the private entity’s debt service. 

D. The IRS places a limit each year on the dollar amount of IRBs a State may authorize 
– referred to as a “volume cap.”  Utah was authorized to receive $256 million of 
volume cap in calendar year 2007.  The State legislature then decides where this 
volume cap is allotted.  In 2007: 

• 44% or $112.6 million was allotted to Utah Housing Corporation for mortgages for 
first time homebuyers 

• 33% or $84.5 million was allotted to the State Board of Regents for student loans 
• 11% or $28.2 million was allotted to “affordable rental housing” 
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• 11% or $28.2 million was allotted to “manufacturing” (note: this is the category that 
Intsel West Properties’ request was submitted to) 

• 1% or $2.56 million was allotted to the “special use category” which is at the State’s 
discretion 

E. The private organization seeking these bonds must apply for and receive and allocation 
of “volume cap” from the State to request a local entity issue these bonds. 

F. Industrial Revenue Bond process steps: 
1. The private entity would secure the volume cap from the state. 
2. The private entity would secure a third party bank to purchase the bonds. 
3. The private entity would complete and submit to Salt Lake City the Application for 

Industrial Revenue Bonds. 
a. The application asks the private entity to identify rationale for seeking public 

support, what are possible positive economic, social, and physical benefits, how 
the development could contribute to the City’s goals, and how the development 
would increase jobs. 

b. It also has the applicant provide detailed financial information, including a plan 
for repayment of bonds. 

4. The application is then reviewed by a committee of City staff (the committee includes 
representatives from the Attorney’s Office, Housing and Neighborhood Development, 
Economic Development, City Treasurer’s Office, the Redevelopment Agency, and the 
City’s financial advisor).  The committee discusses the application and makes a 
recommendation to either forward the request to the Council or request more 
information. 

5. The application is presented to the Council in a work session briefing. 
6. If the Council is agreeable, they adopt an “Inducement Resolution” (which indicates the 

official intent to pursue a bond), and schedule a TEFRA hearing (Tax Equity and Fiscal 
Responsibility Act) to allow interested members of the public to express their views 
regarding the issuance of bonds. 

7. After the TEFRA hearing the Council may approve a final bond resolution, which would 
allow the funds to be released to the private entity. 

 
 
 
cc: David Everitt, Esther Hunter, Lyn Creswell, Ed Rutan, Boyd Ferguson, LuAnn Clark, Karen 

Halladay, Sylvia Richards, Lehua Weaver  
 
 



































Salt Lake City Corporation 
INDUSTRIAL REVENUE BOND APPLICATION 

PART A: APPLICANT INFORMATION 

1. Name of applicant: 

Triple S Steel Holdings, Inc. as sponsorlguarantor 
lntsel Steel West, LLC as facility operator - owned by Triple S Steel Holdings 

2. Address of applicant: 

Official bl~siness 
name 

I E-mail ( garys@sss-steel.com 

Triple S Steel Holdings, Inc. 

Contact person 
Mailing Address 

3. Attachment A: Include a brief history of your company. Attached. 

Gary W. Stein, President 
6000 Jensen Drive, Houston, TX 

4. Name and address of all other major business o'fficers and investors supporting this 
application: 

Local Contact: Steelco, Alta Industries, Inc., Alta Metal Processing, R&S Steel 

1 E-mail 1 Bob.elkington@alta-steelco.com 

Contact person 
Mailing Address 

IRB 

Robert (Bob) E. Elkington, SVP&Mgr 
1887 South 700 West 
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5. Name and address of bond counsel (bond counsel must be retained before 
application is considered complete for processing): 

Name of firm 
Name of Attorney 
Mailing Address 

( E-mail / carltonb@ballardspahr.com J 

Ballard Spahr Andrews & Ingersoll, LLP 
Blaine Carlton 
201 South Main Street, Suite 600 

TelephoneIFax 

6. Name and address of proposed underwriter or purchaser of bonds: 

Salt Lake City, UT 841 1 1 
801 -531-3020 Fx: 801 -321 -9020 I 

GE Government Finance, Inc. will be the purchaser of the bonds in private 
placement transaction. An'underwriter will not be required by the purchaser 

I Name of Firm I GE Government Finance, Inc 
Mailing Address 8400 Normandale Lake Blvd., Suite 470 

Minneapolis, MN 55437-1 079 

- 
1 Name of Contact I Phil Lona 7 

Name of Contact 
Mailing Address 

TelephoneIFax 
E-mail 

I Mailing Address 1 8400 Normandale Lake Blvd., Suite 470 I 

R. Stephen Crawford 
16479 Dallas Parkway, 3rd Floor 
Addison, Texas 75001 
Ph: 972-71 3-251 7 Fax: 972-767-421 3 
stephen.crawford@ge.com 

I E-mail I phil.long@ge.com 
I Tele~honeIFax 

i Attornevs for GE 1 Kutak Rock LLP 

Minneapolis, MN 55437-1 079 
Ph: 952-897-5640 Fx: 052-897-5601 

Name of Attorney 
Mailing Address 
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Brad Nielson 
1650 Farnam St. 

TelephoneIFax 
Omaha, NE 681 02 
402-346-6000 



PART B: PROJECT INFORMATION 

1. Name and description of the project (minimum of one page): 

Name: Triple S Steel Project 

Triple-S Steel was formed in 1960 in Houston, Texas. The Triple-S family consists 
of Triple-S Steel Supply Co., lntsel Steel Distributors, R&S Steel, and Steelco. There are 
eight facilities located in Houston, TX, San Antonio, TX, Knoxville, TN, Denver, CO, Lehi, 
UT and Salt Lake City, UT. Annual sales of these companies exceed $500,000,000. 

The Triple-S companies distribute steel products including plate, sheet, bar, coil, 
beams, tubing, and pipe. These products are saw cut, rolled and formed, flame cut, 
sheared, leveled, slit andlor bent to customer specifications. 

The Alta Industries-Steelco Salt Lake facility is on1 8.63 acres just west of 1-1 5 and 
north of 2100 South at I887 South 700 West. The site has an office building and four 
large fabricating buildings with approx. 177,000 sq. ft. 'The buildings are steel framed with 
30 ft. high ceilings and cement floors. They have overhead cranes to move the steel 
products, and various ramps, lifts and overhead doors. The buildings hold large 
equipment systems for cutting, bending, slicing, shearing and forming steel. Steel is 
delivered in sheets and rolls, then processed and shipped back out. There is a rail spur 
through the property and a rail line runs next to the property. 

Triple S began the acquisition of Alta Industries - Steelco in Salt Lake City at the end 
of 2006 and has been operating the facilities under a lease from the prior owner. Triple S is 
now exercising an option to purchase the Salt Lake facility for approx. $5.3 million. 

R&S Steel also operated a steel fabricating and distribution facility in Lehi, UT. 
However, the lease on the Lehi facility has expired and will not be renewed - the owner is 
selling the land for other development. The Lehi facility has consisted of approx. 12.75 
acres with a 15,000 sq. ft. metal building for fabrication and distribution. The business 
has employed 22-24 people and generated sales in the $24 million range annually. 
Lehi's products include steel beams, channels, tube, pipe and plate. Its equipment 
consists mainly of band saws and large fork lifts. 

Along with the purchase of the Salt Lake City facilities, Triple S is expanding those 
facilities to allow for the merger of the Lehi operations onto the Salt Lake property. The 
jobs from the Lehi facility are being moved to the Salt Lake plant. This will include 23 
employees with an annual payroll of over $1 .O million. 

The proposed expansion project at Alta-Steelco in Salt Lake City will add two 
outdoor overhead crane systems and a 58,650 sq ft steel framed building which will 
house fabrication and production operations, as well as storage. The expansion and 
equipment will total approx. $4.0mm. The facility purchase and the expansion will total 
over $9.0mm 

Please see the company website at www.sss-steel.com for additional information on the 
Triple S Steel family of companies. 
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2. Address of project: 

Project address 

r--- 

18.63 acres site at 1887 South 700 West, Salt Lake City, UT 
Office Building: 8,800 sq. ft. 
Fabrication Building 1A: 68,946 sq. ft. 
Fabrication Building 16: 35,100 sq. ft. 
Fabrication and Storage Building 1C: 26,260 sq. ft. 
Fabrication Building 2: 46,940 sq. ft. 
Fabrication buildings are steel frame buildings with cement floors, high ceilings (30') 
and overhead cranes. The buildings have cutting. slicing, bending and other 
fabrication equipment in them. The buildings have room to maneuver large pieces 
and rolls of steel as they are worked. 

1887 South 700 West 
Salt Lake City, UT 84014 

Type of project 

3. Type of Industry: 
Hotelfrourism 

XX Light Industry 
Heavy Industry 
Regional Scale Retail 
Comm~lnity Scale Retail 
Neighborhood Scale Retail 
Cornmercial/Office 
Research and Development 
High Density Housing 
Low Density Housingllnfill 
Other (Specify) ~ 

Acquisition, rehab and new 
construction/expansion 

4. Rationale for seeking public support for Industrial Revenue Bond approval: 

This project will immediately bring at least 23 new jobs to the Salt Lake City area and 
then will add another 16 jobs (mainly skilled and semi-skilled) over 5 years. Coupled 
with wage increases, the Salt Lake facility payroll will increase by over $1 million 
immediately and by another $1.9 million over a 5-year period. These jobs are 
accessible by the Central City 1 Glendale area, an underserved employment market. 
On-site job training is provided through company apprenticeship programs. 

The expansion project will increase the asset value of the facilities by approximately 
$4.0 million, which translates to additional property taxes annually. By merging the Lehi 
operations into the Salt Lake facility, its gross sales of approx. $24 million will be moved 
to Salt Lake. Total sales of approximately $55 million are subsequently expected to 
increase to approximately $80 million within a few of years. 
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5. Will the project have a positive economic impact on the community? 

Yes - The project will create up to 56 skilled and semi-skilled jobs (and 1 
professionallmanagement position) in the City. These jobs will increase the payroll of 
the Salt Lake facility by over $3 million over the next 10 years. 

Jobs and economic growth are being provided in the Central City 1 Glendale area where 
the median household income is 80% or less of the statewide average. 

The expansion of the fabricating facilities and addition of new equipment creates an 
increase in the tax base with an estimated increase of $48,000 to $60,000 in annual real 
estate and personal property taxes. 

6. What social and physical benefits will be realized by the City? 

Creation of jobs creates social benefits though decreasing un-employment, increasing 
wages and providing greater opportunity for marginally skilled workers to be productive 
citizens in an underserved employment area of the City. 

The main physical benefit to the City will be a more modernized, improved and 
expanded fabricating facility in an established industrial area of town where growth is 
limited by physical restrictions. The expansion building and the overhead cranes will 
allow more materials to be fabricated and temporarily stored in the buildings instead of 
out on the open ground. The expansion is utilizing open area of the property that has 
been exposed to the elements and used as short-term storage and generally un- 
manicured. 

7. Does the project contribute to the development of underutilized property in the City? 

The improvements and expansion are within the existing property boundaries of the 
Alta-Steelco property. The expansion is on an underutilized area of the property. The 
expansion and improvements will create growth in a generally land locked facility. 

8. Does the project generate synergies for the development of surroundi~~g properties? 

Surrounding properties are industrial and are substantially developed. The utilization 
density of tlie Atla-Steelco property has been less than the surrounding properties in 
general and this expansion will increase the utilization of the land. 
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9. Does the project serve unmet needs of City residents? 

Yes -the project will create added employment in a lower-than-average income area of 
the City. The facility is accessible to those in the area with limited transportation. 

Growth and expansion will be provided within an area already designated for steel 
fabrication. The area has the public infrastructure in place to accommodate the growth, 
therefore, providing additional tax revenue without City outlay. 

PART C: FINANCIAL INFORMATION 

1. Attachment B: Include audited financials of the applicant for the last three 
years. 

2. Attachment C: Include operating statements. 

3. Amount of proposed Industrial Revenue Bond: up to $6,000,000 tax exempt 
up to $1,500,000 taxable bond 

4. Is an application for the State allocation required? 

X Yes 

If so, when will the application be made? Currently in Process with the State 

No 

Be aware ,that the allocation expires 90 days after approval by the State if the bonds 
are not sold. 

5. Credit Enhancement. All publicly offered revenue bonds issued by the City on behalf 
of a Private Entity shall be credit enhanced by either a bond insurance policy issued by 
a 'AAA'-rated municipal bond insurer, or by a direct-pay letter-of-credit from a financial 
institution with at least a 'AA' rating. Evidence of the availability of such bond insurance 
or letter-of-credit shall be provided to the City with the initial application. 

Bond insurance: N / A  

Provider: N/A 

Rating: N/A 
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In the case where the proposed bonds are to be sold on a private placement basis to 
a sophisticated investor or group of sophisticated investors, the City's credit 
enhancement requirement will be waived once the City has received written 
confirmation from a sophisticated investor that it understands the risks associated with 
this type of investment and that under no circumstance will non-payment or a default on 
the bonds constitute or impose upon the City any financial obligation or liability. 

Sophisticated Investor: GE Government Finance, Inc. (formerly GE Capital Public 
Finance, Inc.) 

6. Anticipated method and terms of bonding: 

The transaction will be a private placement with GE Government Finance, Inc. 
Proposed date of bond issuance: approx. March 14,2008 

Proposed terms: 
15 year financing 
Fixed interest rate 
Up to $6.0mm of tax exempt bonds and $1.5mm of taxable. 
Private Placement with GE Capital - GE Government Finance, Inc. 
Secured by 1 lien mortgage on property and facilities 
Property and facilities to be owned by principal owners of Triple S Steel Holdings, Inc. 
Facilities operated by lnstel Steel West, LLC (owned by Triple S Steel)) under long- 
term lease with Owner 
Financing to be guaranteed by parent corporation - Triple S Steel Holdings, Inc 

7. What irnpact will the proposed expansion have on your company? 

The expansion will provide the ability to merge the Lehi facility to Salt Lake, thereby 
maintaining those revenues while creating better utilization of the Salt Lake property. 
Combined annual revenue is planned to increase by $1 0 million in the short-term and by 
$25 million in just a few years. The expansion and improvements will also generate 
more efficiency in the combined operations. 

The Salt Lake facility is the company's foothold to the fast growing western states steel 
market. The ability for growth and efficiency is critical to serving that market. 
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8. Identify your sources and uses of funds: 

Sources 
Tax-exempt bonds 
Taxable bonds 
Equity contribution 
CityJCounty grant/assistance 
Other - Cash from Borrower 
Total 

I b. Used I 1 I 

Acquisition of land 
Acquisition of buildings 
Fees & other charges related to sale 
Rehabilitation of existing building(s) 
Site preparation 
Construction Cost of new building(s) 
Utility connections 
Ac uisition of E uipment 

Amount 
6,000,000 
1,500,000 
2,100,000 

9,600,000 

i Invoices I I 

% of  Total 
62.5% 
15.5% 
22% 

100% 

PAB Bond Proceeds 
1,500,000 
3,686,000 

134,000 

500,000 

Installation equipment costs , 

a. New 
b. Used 

Sources 
123,000 

41 7,000 
250,000 

2,000,000 
50,000 

700,000 

60,000 

discount) 
Letter of Credit or Bond Insurance Fees 
lnterest during construction 
From: To: 
lnterest income during construction 
From: To: 
Other: (please explain) 
Total Project Costs: 6,000,000 3,600,000 

ArchitectIEngineer 
Permits and Fees 

( Total Overall Costs: 9,600,000 I 

30,000 
60,000 
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9. How will the bond be repaid? 

Bonds will be repaid through the cash flow of the facilities, backed by the strength of the 
consolidated company - Triple S Holdings, Inc. 

The project is currently making base monthly lease payments for the existing facilities of 
approx. $32,765 (Salt Lake City facility) and $25,600 (Lehi facility) for a total of $58,365. 
These payments will be replaced by a consolidated debt payment of approx. $54,100 
for the expanded Salt Lake facility. 

10. Estimated annual tax revenue generated by project: 

Total Payroll Value 

Total Current Payroll Estimated in 1 Yr. Estimated in 5 Yrs. 
(SLC facilities only) (Including merger of Lehi ops) 

$3,451,916 $4,971,330 $6,899,760 

Property Valuations 

Total Valuation Estimated in 1 Yr. 
(After expansion) 

$5,309,000 (purchase price) $8,500,000 

Estimated in 5 Yrs. 

$9,200,000 

Gross Taxable Sales 

Current Taxable Sales Estimated in 1 Yr. Estimated in 5 Yrs. 
(SLC facilities only) (Includes merger of Lehi ops) 

$31,000,000 $65,000,000 $85,000,000 

11. Description of all collateral required to finance the project: 

18.63 acres site at 1887 South 700 West, Salt Lake City, UT 
Site includes: 
Office Building: 8,800 sq. ft. 
Fabrication Building 1A: 68,946 sq. ft. 
Fabrication Building 16: 35,100 sq. ft. 
Fabrication and Storage Building 1C: 26,260 sq. ft. 
Fabrication Building 2: 46,940 sq. ft. 
New 58,650 sq. ft. enclosed steel building for fabrication, processing and storage to 
be constructed on site. 
Additional 100,000 sq. ft. of outside overhead crane-ways being constructed 
Overhead crane-ways include 4 15-Ton Cranes and crane rails 
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1 HEM Steel cutting band saw system 
Fabrication buildings are steel frame buildiogs with cement floors, high ceilings (30') 
and overhead cranes. 

PART D: EMPLOYMENT INFORMATION 

1. How many new jobs will be created, at what levels, and what percentage of the 
applicant's total payroll will they comprise? 

Initially 23-24 new jobs will be created in Salt Lake City as the Lehi operations are moved to 
the 1887 South 700 West facilities. 

Lehi Jobs to SLC current U ~ o n  completion of SLC expansion 
# of emplovees averaae hourlv waae # of emplovees Averaqe hourly waqe 

total employment 23 24 
management 1 48 1 51.36 
Skilled 4 35 4 37.45 
semi-skilled 18 14 19 14.98 
Unskilled 
total payroll 1,022,684.00 1,094,271.88 

19.7% of UT payroll 19.7% of UT payroll 

Over and above the 23 jobs that are moving from Lehi to Salt Lake City, the project will 
create another 8 jobs immediately, 16 jobs within 5 years of the project completion and 34 in 
10 years. 

Emplovees I Hour& ) Emplovees I ~ o u r k  ( Employees 
(Includes Waqe Waqe I 

Current 
Total # o f  ( Average 

Upon Completion ( 5 Years after Completion 
Total # of 1 Average I Total # of I Average 

I 
I 

Wage -- 
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136 Total 
Employment: I 

128 

Weighted Average Hourly 20.80 21.64 24.97 

60 
25 
18 

Management: 
Skilled: 
Semi-Skilled: 
Unskilled: 

2 
26 
92 

----- 
2 

28 
98 

4,971,330 Total Payroll: 1 4,474.600 

64 
27 
19 

2 
28 
106 

6,899,760 

30 
22 



2. Specify the classification and number of permanent jobs created: 

Present Proposed 5 Year 10 Year 
Classification Employment Employment Projected Proiected 

(SLC Only) (after Lehi mern) 

Professionals 

Craftsmen (Skilled) 2 2  2 8  2 8 -  3 0 -  

I Laborers (Unskilled) 

I Off icelClerical 6 -  9 -  1 2 -  1 4 -  

Services/Sales 1 6  2 0  2 4 -  2 8 -  

Other (Semi-Skilled) 5 2  6 3  7 0 -  -80- 

Total Employees - 128 $& 154 

3. For each type of employment classification, specify the average annual wage: 

Classification Current Average Annual Wage 

ExecutiveslMg rs. $1 24,500 

Professionals 

Craftsmen (Skilled) $40,000 

Laborers (Unskilled) 

OfficelClerical $45,000 

ServicesISales $44,500 

Other (Specify) Semi-skilled $30,000 

4. Specify the classification and number of temporary jobs created: 

There are no specific plans for temporary positions. All created jobs will be permanent in 
nature. There may occasionally be needs for temporary workers due to a single 
production order size, however, such a temporary increase is not projected at this time. 
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PART E: SIGNATURE(S) 

BY J /i?-/g&- /V Y PPC. 
(Signature of ~uthor ized Representative) (Please Print ~ a m e ) '  

Date: 

Please enclose a $1,000 nor~refundable application fee and send application package 
to: 

Ed Butterfield 
Small BusinesslEconomic Development Manager 
Mayor's Office 
Salt Lake City Corporation 
451 South State Street, Room 306 
Salt Lake City, Utah 841 11 

If you have questions, call 8011535-6306. 



FEE SCHEDULE 

The applicant shall pay to the City, at the time of filing, an application fee that is 
nonrefundable even if the bonds are not issued. The application fee for a new issue is 
$1,000 and for a refunding issue is $500. This fee may be applied to the following fee 
schedule. 

The applicant shall also pay to the City, at the time of closing, an industrial revenue 
bond fee that shall be calculated as follows: 

$7,500 plus 
.15% of the principal face amount of the bonds for the first $5,000,000 
. lo% for the second $5,000,000 
.075% for the third $5,000,000 

. .05% for the fourth $5,000,000 

The minimum fee for any issue shall be $15,000 and the maximum fee shall be 
$25,000. 

In addition, the applicant shall pay to the City's Financial Advisor at closing $1.75 per 
$1,000 par amount of the bonds, with a minimum of $7,500 for financial advisory 
services associated with the issuance of the proposed bonds. 
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12 Greenway Plaza 
Suite 1202 
Houston. TX 77046 

Phone 713-561-6500 
Fax 713-868-7128 
Web w.uhy-us.corn 

Independent Auditors' Report 

To the Board of Directors 
Triple-S Steel Holdings, Inc. and Subsidiaries 

Houston, Texas 

We have audited the accompanying consolidated balance sheets of Triple-S Steel Holdings, Inc., 
(formerly Triple-S Steel Supply Co.) and Subsidiaries as of August 31, 2007 and 2006, and the related 
consolidated statements of  income, stockholders' equity and cash flows for the years then ended. These 
consolidated f i n c i a l  statements are the responsibility of the Company's management. Our 
responsibility is to express an opinion on these consolidated fmancial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the consolidated financial statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated financial 
statements. An audit also includes assessing the accounting principles used and signrf~cant estimates 
made by management, as well as evaluating the overall financial statement presentation. We believe that 
our audits provide a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all material 
respects, the financial position of Triple-S Steel Holdings, Inc. and Subsidiaries as of August 31, 
2007 and 2006, and the consolidated results of their operations and cash flows for the years then ended, 
in conformity with accounting principles generally accepted in the United States of America. 

Houston, Texas 
December 1 1.2007 



TRIPLE-S STEEL HOLDINGS, INC. AND SUBSIDIARlES 
CONSOLIDATED BALANCE SHEETS 

August 3 1, 
2007 '2006 

ASSETS 

CURRENT ASSETS 
Cash and cash equivalents 
Accounts receivable, net of allowance for doubtful 
accounts of $619,760 and $652,624 at August 3 1,2007 
and 2006, respectively 

Inventory, net 
Federal income tax receivable 
Deferred income taxes 
Prepaid expenses 

TOTAL CURRENT ASSETS 

PROPERTY AND EQUIPMENT, net 

OTHER NONCURRENT ASSETS 
Notes receivable-affiliates 
Goodwill 
Identifiable intangible, net 
Other assets 

TOTAL OTHER NONCURRENT ASSETS 

TOTAL ASSETS 

LIABILITIES AND STOCKHOLDERS' EQUITY 

CURRENT LIABILITIES 
Current maturities of long-term debt 
Accounts payable 
Accrued expenses 
Customer deposits 
Dividends payable 

TOTAL CURRENT LIABILITIES 

LONG-TERM DEBT, less current maturities 

DEFERRED INCOME TAXES 

TOTAL LIABILITIES 

COMMITMENTS AND CONTINGENCIES 

STOCKHOLDERS' EQUITY 
Convertible preferred stock, $10 par value, 100.000 shares 
authorized, 4,920 shares issued and outstanding 

Common stock, S. 10 par value, 1,000,000 shares 
authorized, 4.410 shares issued, 3,160 and 4,410 outstanding 
at August 3 1,2007 and 2006, respecbvely 

Retained earnings 

Less: Treasury stock, at cost 
TOTAL STOCKHOLDERS' EQUITY 

TOTAL. LIABILITIES AND STOCKHOLDERS' EQUITY 

See notes to consolidated financial statements. 



TRIPLE-S STEEL HOLDINGS, INC. AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF INCOME 

SALES. net 

COST OF GOODS SOLD 

GROSS PROFIT 

GENERAL AND ADMINISTRATIVE EXPENSES 

INCOME FROM OPERATIONS 

OTHER INCOME (EXPENSE) 
Interest expense 
Interest income 
Other income (expense) 

TOTAL OTHER EXPENSE 

INCOME BEFORE INCOME TAX EXPENSE 

INCOME TAX EXPENSE (BENEFIT) 
Current federal 
Current state 
Deferred federal 

TOTAL INCOME TAX EXPENSE 

NET INCOME 

Year Ended August 3 1. 
2007 2006 

See notes to consolidated fmancial statements 





TRIPLE-S STEEL HOLDINGS, INC. AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

Year Ended August 3 1, 
2007 2006 

CASH FLOWS FROM OPERATING ACTlVITIES 

Netincome 
c 

Adjustments to reconcile net income to net cash provided by 
(used in) operating activities: 
Depreciation and amortization 
Gain on sale of property and equipment 
Deferred income tax expense (benefit) 
Change in LIFO reserve 
Provision for bad debts 

Changes in operating assets and liabilities, net of effects 
of business combination: 
Accounts receivable, net 
Inventory, net 
Federal income tax payable (receivable) 
Prepaid expenses 
Other assets 
Accounts payable 
Accrued expenses 
Customer deposits 

NET CASH PROVIDED BY (USED IN) OPERATING 
ACTIVITIES 

CASH nows FROM INVESTING ACTIVITIES 
Payments received on notes receivable 
Additions to notes receivable 
Proceeds from the sale of property and equipment 
Purchase of properly and equipment 
Net cash paid for acquisition of business 

NET CASH USED IN INVESTING ACTIVITIES 

CASH nows FROM FINANCING ACTIVITIES 
Repayments of long-term obligations 
Net borrowings under long-term obligations 
Cash paid for treasury stock 
Payment of dividends 

NET CASH PROVIDED BY FINANCING ACTIVITIES 

NET INCREASE IN CASH AND CASH EQUIVALENTS 

CASH AND CASH EQUIVALENTS, beginning of year 

CASH AND CASH EQUIVALENTS, end of year 



SUPPLEMENTAL DISCLOSURES OF CASH FLOW 
INFORMATION 
Cash paid during the year for: 

Interest 

NONCASH INVESTING AND FINANCING ACTIVITIES 

Investment in a f f i t e  converted to accounts receivable 

Property and equipment acquired through debt 

Debt assumed with business acquisition 

Treasury stock acquired through debt 

Year Ended August 3 1 ,  
2007 2006 

See notes to consolidated financial statements. 



TRIPLE-S STEEL HOLDINGS, INC. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AUGUST 3 1,2007 AND 2006 

NOTE A - ORGANIZATTON AND NATURE OF BUSINESS 

Triple-S Steel Holdings, Inc. (formerly Triple-S Steel Suppky Co.) and its subsidiaries (the "Company") are 
primarily engaged m the sale of steel and other industrial products, and the rental of real estate. The 
Company was established in 1960 and incorporated in 1978. Corporate offices are in Houston, Texas, with 
sales ofiices and distribution centers in Houston and San Antonio, Texas, Knoxville, Tennessee, Denver, 
Colorado and Salt Lake City and Lehi, Utah. EfTective June 30, 2007, the Company completed its plan of 
merger whereby Triple-S Steel Supply Co, and Subsidcaries were merged to become Triple-S Stecl 
Holdings, Inc. and Subsidiaries. The merger had no impact on the consolidated financial position of the 
Company. 

During 2006, the Company sold all the assets of Holmes R o d  Venture I, L.P. and distributed the proceeds 
as a charitable contribution. Additionally, during 2006, the Company acquired certain assets and assumed 
certain liabilities from Alta Industries, Ltd. ("Alta"). See Note C for fiuther discussion of these transactions. 

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Principles of Consolidation: The consolidated financial statements include the accounts of Triple-S Steel 
Holdings, Inc. and its subsidiaries and commonlycontrolled companies, including those consolidated under 
FIN 46 ("Fin 46R), Consolidation of Variable Interest Entities - an Interpretation of ARB No. 51. All 
significant intercompany accounts have been eliminated upon consolidation. 

Revenue Reco&ion: Revenue fiom product sales is recognized upon shipment of merchandise to the 
customer. Revenue from rental real estate is recognized at the time services are rendered. Rent received in 
advance is deferred until earned. 

Cash and Cash Esuivalents: The Company includes cash equivalents as cash in thc consolidated financial 
statements. The Company considers all highly liquid instruments with original maturities of three months or 
less fiom the date of purchase to be cash equivalents. 

Concentrations of Credit Risk: The Company maintains its cash and cash equivalents in fmancial 
institutions, which at times, may exceed federally insured limits. The Company monitors the fmancial 
condition of thesc financial institutions and has not experienced any losses associated with these accounts. 

Allowance for Doubtful Accounts: The allowance for d o u W  accounts is maintained at an adequate level 
to absorb losses in the Company's accounts receivable. Management of the Company continually monitors 
the accounts receivable from its customers for any collectibility issues. An allowance for doubtful accounts 
is established based on a review of individual customer accounts, recent loss experience, current economic 
con&tionsl and other pertinent factors. Accounts deemed uncollectible are charged to the allowance. 
Provisions for bad debts and recovqies on accounts previously charged-off are added to the allowance. All 
accounts outstanding more than 30 days are considered past due. 

Inventow: Inventory, primarily consisting of raw materials for sale, is stated at the lower of last-in. fist-out 
("LIFO) cost or market. Inventory would have been higher by approximately $40,353,000 and 
$28,859,000 in 2007 and 2006, respectively. had the first-in, first-out CFIFO) method of inventory 
valuation been used. Additionally, net income (net of applicable income taxes) would have been higher by 
approximately $7,471,000 and $3,950,000 for the years ended August 3 1,2007 and 2006, respectively, had 
the FIFO method of inventory valuation been used. 



TRIPLE-S STEEL HOLDINGS, INC. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AUGUST 3 1,2007 AND 2006 

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTMG POLICIES (Continued) 

Propem and Equipment: Property and equipment are stated at cost less accumulated depreciation. 
Depreciation is computed using accelerated and straight-line methods over the estimated useful lives of the 
various assets, ranging from 3 to 39 years. 

The Company records impairment losses on long-lived assets used in operations when events and 
circumstances indicate that the assets might be impaired and the undiscounted cash flows estimated to be 
generated by those assets are less than the wrying amounts of the assets. In such case, the impairment loss 
would be equal to the amount by which the wrying value exceeds fair market value of the related asset. 

Goodwill: Goodwill represents the excess of the cost of an acquisition over the fair value of net assets 
acquired. The Company applies the provisions of Statement of Financial Accounting Standard ("SFAS") 
No. 142, "Goodwill and other Intangible Assets" in accounting and reporting for goodwill and other 
intangible assets. Under SFAS No. 142, goodwill and other intangible assets with indefmite useful lives are 
tested for impairment annually. The Company performed its impairment test for goodwill and determined 
that there was no impairment loss related to the net canying value of recorded goodwill. The Company 
intends to reevaluate goodwill on an annual basis, or when events or circumstances indicate an impairment 
test is necessary. 

Identifiable Intancible: As of August 31,2007 the Company's intangible consists of a customer list related 
to the acquisition of Alta as further discussed in Note C. Ofthe purchase price, $8,123,475 was allocated to 
the customer list. At August 3 1, 2007, the customer list, net of related amortization, was $7,672.1 71. The 
intangible is being amortized on a straight-line basis over the estimated useful life of 15 years. 

The following is a summary of future minimum amortization expense: 

Year Ending August 31, 

2008 
2009 
2010 
2011 
20 12 

Thereafter 

Amortization expense totaled $45 1,304 in 2007. 

Income Taxes. Deferred tax assets and liabilities are determined based on the difference between the 
fmancial statement and tax bases of assets and liabilities as measured by the enacted tax rates which will be 
in effect when these differences are expected to reverse. Deferred tax expense or benefit is Ihe result of 
changcs in deferred tax assets and Liabilities. A valuation allowance on dcferred tax assets is rccogn~zcd if 
the Company believes i t  is more likely than not that such assets will not be recoverable. 

Deferred taxes result primarily from the use of accelerated methods of deprecialion, capitalization of 
additional inventory costs. valuation of inventory at h e  lower of cost or market and purchase price 
adjustments on LIFO inventory and goodwill recognirxd in a business combination. 



TRIPLE-S STEEL HOLDINGS, MC. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FTNANCIAL STATEMENTS 
AUGUST 3 1.2007 AND 2006 

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

Loan Acauisition Costs: Loan acquisition costs are amortized over the term of the related debt and are 
included in "other noncurrent assets" in the accompanying consolidated balance sheets. Loan acquisition 
costs, net of related amortization, total approximately $113,000 and $142,000 at August 3 1, 2007 and 2006, 
respectively. 

The following is a summary of future minimum amortization expense: 

Year Ending August 3 1, 

Amortization expense totaled $29,775 and $30,328 during 2007 and 2006, respectively. 

Derivative Financial Instruments: Financia1 derivatives are used as part of the Company's overall risk 
management strategy. These instruments are used to manage risk related to changes in interest rates. The 
portfolio of derivative financial instruments consists of an interest rate swap agreement. The interest rate 
swap agreement is used to mod@ a variable rate obligation to a fixed rate obligation, thereby reducing the 
exposure to higher interest rates. Amounts paid or received under the interest rate swap agreement are 
accrued as interest rates change with the offset recorded in interest expense. The Company's interest rate 
swap has not been designated as a hedging instrument; therefore, changes in fair value are recogtllzed in 
current earnings. 

Vendor rebates: The Company enters into agreements with certain vendors providing for inventory 
purchase rebates. The Company records vendor purchase rebates when realized as a reduction of cost of 
sales, as prescribed by Emerging Issues Task Force ("EITF") Issue No. 02-16, Accounting by a Curlomer 
(including a Resel1er)Jbr Certain Conrideration Receivedfiom a Vendor. 

S h i ~ ~ i n g  and Hand]& Fees and Costs: Shipping and handling fees, if billed to customers, are included in 
net sales. Shipping and handling costs are classified as cost of sales. 

Use of Estimates: The preparation of consolidatcd financial statcments in conformity with accounting 
principles generally accepted in the United States of America requires management to make estimates and 
assumptions that affect thc rcportcd amounts of assets and Iiabilities and disclosure of contingent assets and 
liabilities at the date of the consolidated fmancial statements and the reported amounts of revenues and 
expenses during the reporting period. ActuaI results could differ from those estimates. 

Reclassifications: Certain amounts in the Company's 2006 consolidatcd fmancial statements have bccn 
reclassified to conform to the 2007 presentation. 

c: The Company accounts for its investment in unconsolidated 
affiliates by the equity method. The Company records its sharc of such earnings (loss) in the consolidated 
statements of income as "other income (expense)" and the carrying value of the Company's investment in 
unconsolidated af3diatcs is recorded in thc consolidated balancc shects as "othcr asscts." 



TRIPLE-S STEEL HOLDINGS, INC. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AUGUST 3 1,2007 AND 2006 

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

Investments in unconsolidated affiliates included as other assets are as follows: 

Ownership August 3 1, 
Interest 2007 2006 

GBDS Investments Ltd. 
Amelia St. Partners 
Liberty Works Property Co L.P. 
Eleven Ten Lockwood, L.P. 

Condensed financial information for investments in uwxwlidated affiliates is as follows: 

Aumst 3 1. 

Current assets 
Net property and equipment 
Noncurrent assets 
Current liabilities 
Long-term liabilities 
Equity 

Revenues 
Operaling expenses 
Net income 

Year Ended Aumst 3 1. 

New Accounting Pronouncements: In June 2006, the Financial Accounting Standards Board C'FASB") 
issued Interpretation No. 48, "Accounting for Uncertainty in Income Taxes" ("FIN 48"), which clafics 
the accounting for uncertainty in income taxes recognized in an enterprise's financial statements in 
accordance with SFAS No. 109, "Accounting for Income Taxes". FIN 48 establishes a recognition 
threshold and measurement attribute for the f i i c i a l  statement recognition and measurement of a tax 
posit~on taken or expcctcd to be taken in a tax return. This intcrpretation also providcs guidance on 
derecognition, classification, interest and penalties, accounting in interim periods, disclosure, and 
transition. FIN 48 is effective for fiscal years beginning after December IS, 2006: however. the FASB has 
agreed to defer the effcctivc date for non-public entities. The Company is currently evaluating the unpact 
thc adoption of this intcrpretation will have on its future financial statements 



TRIPLE-S STEEL HOLDINGS, INC. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AUGUST 3 1,2007 AND 2006 

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

In September 2006, FASB issued SFAS No. 157, "Fair Value Measurement." This standard provides 
guidance for using fair value to measure assets and liabilities. SFAS No. 157 applies whenever other 
standards require (or permit) assets or liabilities to be measured at fair value, but does not expand the use 
of fair value in any new circumstances. Prior to SFAS No. 157, the methods for measuring fair value 
were diverse and inconsistent, especially for items that are not actively traded. The standard clarifies that 
for items that are not actively traded, such as certain kinds of derivatives, fair value should reflect the 
price in a transaction with a market participant, including an adjustment for risk, not just the company's 
mark-to-model value. SFAS No. 157 also requires expanded disclosure of the effect on earnings for items 
measured using unobservable data. SFAS No. 157 is effective for financial statements issued for fiscal 
years beginning after November 15,2007. The Company is currently evaluating the impact the adoption 
of this statement will have on its future financial statements. 

In February 2007, FASB issued SFAS No. 159, "The Fair Value Option for Financial Assets and 
Financial Liabilities - Including an amendment of FASB SFAS No. 115." SFAS No. 159 pennits entities 
to choose to measure many financial instruments and certain other items at fair value. SFAS No. 159 is 
effective for financial statements issued for fiscal years beginning after November 15. 2007. The 
Company has not determined the effect, if any, that the adoption of SFAS No. 159 will have on its 
financial position and results of operations. 

In December 2007, FASB issued SFAS No. 141R, "Business Combinations". SFAS No. 141R will 
significantly change the accounting for business combinations. Under SFAS No. 141R, an acquiring 
entity will be required to recognize all the assets acquired and liabilities assumcd in a transaction at thc 
acquisition-date fair value with limited exceptions. In addition, SFAS No. 141R will change the 
accounting treatment for certain specific items, including, but not limited to, acquisition costs, non- 
controlling interests, acquired contingent liabilities, in-process research and development, restructuring 
costs and changes in deferred tax asset valuation allowances and income tax uncertainties. SFAS No. 
141R also includes a substantial number of new disclosure requirements. SFAS No 141 applies 
prospectively to business combinations for which the acquisition date is on or after the beginning of the 
first annual reporting period beginning on or after December 15,2008. Earlier adoption is prohibited. 

NOTE C - BUSINFiSS ACQUISITION AND DISPOSITION 

On October 24, 2005, the Company sold all the assets of Holrnes Road Venture I, L.P. held by the 
Company's wholly-owned subsidiary, Triple4 Holding LLC, for $505,000 and then distributed the sale 
proceeds, net of expenses, to an unrelated charitable organization as a charitable contribution in the amount 
of approximately $482,000. 

On October 30, 2006, the Company completed the purchase of certain assets and assumption of certain 
liabilities of Alta for approximately $19,945,000. The results of Altir's operations have been included in the 
consolidated financial statements since that dale. 



TRIPLE-S STEEL HOLDINGS, INC. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AUGUST 3 1.2007 AND 2006 

NOTE C - BUSNESS ACQUISITION AM) DISPOSITION (Continued) 

The following table summarizes the approximated fair values of the assets acquired and liabilities assumcd 
at the date of acquisition: 

Inventory 
Other current assets 
Property and equipment 
Customer list 
Current liabilities 

Net assets acquired $ 17,445,000 
P 

Effective January 15, 2007, the Company entered into an agreement with a shareholder of the Company 
to sell certain assets of the Company's ornamental parts business in exchange for a portion of the 
shareholder's ownership in the Company. The agreement included cash consideration of $15,000,000. a 
note payable to the shareholder in the amount of $17,500,000, and inventory and other assets valued at 
approximately $5,289,000. Since the Company is still active in this market, the Company does not 
believe such sale constituted discontinued operations. 

NOTE D -NOTES RECEIVABLE - AFFILIATES 

Notes receivable-affiliates consist of the following: 

August 3 1, 
2007 2006 

Notes receivable from stockholders, interest 

ranging from 3.30% to 4.19%; interest due 
August 31 of each year and principal due 
through August 2008; unsecured. $ 1,460,512 $ 1,530,581 

Other notes receivable (including from 
stockholders) 1,034,706 778,597 

All notes receivable-afiliates have been included as long-term assets on the accompanying consolidated 
balance sheets due to the fact that the Company intends to allow the borrower to extend the notes on a long- 
term basis when they become due, if requested. Interest carncd from related party notes in 2007 and 2006 
totaled approximately $8 1,000 and $92,000, respectively. 



TRIPLE-S STEEL HOLDINGS, INC. AND SUBSlDIARIES 
NOTES TO CONSOLTDATED FINANCIAL STATEMENTS 
AUGUST 3 1,2007 AND 2006 

NOTE E - PROPERTY AND EQUIPMENT 

Property and equipment consist of the following: 

August 3 1, 
2007 2006 

Land 
Buildings and leasehold improvements 
Transportation equipment 
Furniture and futures 
Machinery and equipment 
Equipment under capital leases 

Less: accumulated depreciation 

Construction in progress 

Depreciation expense totaled $3,895,375 and $3,070,470 during 2007 and 2006, respectively. 

NOTE F - LONG-TERM DEBT 

Long-term debt consists of the following: 

August 3 1, 
2007 2006 

Line of credit fiorn a bank (up to $80,000,000 at 
August 31, 2007 and $45,000,000 at August 31, 2006), with 
interest payable monthly at the lower of the prime rate or a 
LIJ3OR based rate at the date of draw, maturing October 
2009, collateralized by inventory and accounts receivable. $ 62,944,871 $ 38,000,000 

Note payable to a bank, with interest payable monthly at 
LIBOR plus 1.25%. principal payable quarterly in 
installments of $200.000, maturing June 2015, collateralized 
by certain real estate. 14,400.000 15,600,000 

Note payable to a bank, with interest payable quarterly at 

prime minus 2.1%. principal payable quarterly in installments 
of $535,714, maturing Jantlary 20 14, collateralized by 
inventory and accounts receivable. 13,928,571 



TRIPLE-S STEEL HOLDINGS, INC. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AUGUST 3 1,2007 AND 2006 

NOTE F - LONG-TERM DEBT (Continued) 

August 3 1, 
2007 2006 

Note payable to a financing company, payable in monthly 
installments of $33,664 including interest at 7.55%, maturing 
August 2016, collateralized by land and buildings in Houston, 
Texas. 

Note payable to a financing cornparry, payable in monthly 

installments of $25,630 including interest at LIBOR plus 
2.5%, maturing September 2019, collateralized by land and 
buildings in Houston, Texas. 

Note payable to an officer, payable in quarterly principal 

installments of $1 10,000 plus interest at LIBOR plus 1.5%, 
maturing September 2008, unsecured. 

Note payable to a bank in quarterly principal installments 
of $25,000 plus interest at 8.1%, maturing January 2007, 
unsecured. 

Note payable to a bank, payable in monthly principal 
installments of $29,167 plus interest at 6.27%, maturing 
November 2013, collateralized by an aircraft. 

Note payable to a third party, payable in two equal 
non-interest bearing payments of $1,25 0,000, maturing 
October 2007. During October, 2007, the Company paid off 
this note payable in full. 

Note payable to a stockholder, payable in monthly 
principal installments of $97,222 plus interest at 6.0%, 
maturing February 2012. 

Less: current maturities 



TRIPLE-S STEEL HOLDINGS, INC. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AUGUST 3 1,2007 AND 2006 

NOTE F - LONG-TERM DEBT (Continued) 

Certain of the Company's debt amngements contain various restrictive covenants, includmg the 
maintenance of certain financial ratios. As of August 3 1, 2007, the Company was in compliance with these 
liiancial covenants. 

Interest incurred in related party debt totaled $710,120 and $70,259 during the years ended August 3 1, 2007 
and 2006, respectively. 

The following are maturities of long-term debt: 

Year Ending August 3 1, 

2008 
2009 
2010 
2011 
2012 

Thereafter 

NOTE G - RELATED PARTY TRANSACTIONS 

The Company leases land and other facilities fiom affiliates. Rent expense with affiliates totaled $486,400 
and $448,900 for the years ended August 31, 2007 and 2006, respectively. Purchases from companies 
affiliated through ownership of the Company were $9,245,226 and $1,840,264 for the years ended August 
31, 2007 and 2006, respective@. Sales to affiliated companies were $3,744,278 and $2,174,407 for the 
years ended August 31,2007 and 2006, respectively. 

Included in accounts receivable a! August 31, 2007 and 2006 are $6,485,710 and $5,619,872, respectively, 
of amounts due from aff~liated companies. Included in accounts payable and accrued liabilities at 
August 3 1,2007 and 2006 are $293,545 and $268,132, respectively, of amounts due to affiliated companies. 

NOTE H - BENEFIT PLANS 

The Company has a 401(k) tax deferred savings plan (the Plan) covering all employees. subject to certain 
age and senice requirements. Under the Plan, a participating employee may allocate up to 10% of the 
employee's salary, and the Company, at its discretion, may make matching contributions of up to 6% 
thereof. Additional@, the Company may elect to make additional discretionary contributions. Such 
additional contributions accrue to employee accounts regardless of whether they have elected to participate 
in the salary deferral option of the Plan. The Company contributed approximately $2,440,000 and 
32,330,000 to the Plan for the fiscal years ended August 31,2007 and 2006, rcspcctiveiy. 



TRIPLE-S STEEL HOLDINGS, INC. AND SUBSIDIARIES 
NOTES TO CONSOLlDATED FINANCIAL STATEMENTS 
AUGUST 3 1,2007 AND 2006 

NOTE 1 - OPERATlNG LEASES 

The Company has operating leases covering various equipment. Rent expense charged to operations for the 
years ended August 31. 2007 and 2006 was $3,031,529 and $3,013,464, respectively. Minimum rcntal 
payments under operating leases for the five years following August 3 1,2007 are as follows: 

Year Ending August 3 1, 

2008 
2009 
2010 
201 1 
2012 

Thereafter 

NOTE J - CONVERTIBLE PREFERRED STOCK 

Dividends on the 12% convertible prefmed stock are non-cumulative. The stock is convertible at anytime 
into common stock equal in value to $100 per share of preferred stock. The Company, at anytime with the 
consent of or upon the death of the shareholder, may redeem the preferred stock at $100 per share. The 
prefmed stock may be put to the Company at $100 per share at anytime following the failure of the 
Company to pay dividends. 

NOTE K - INCOME TAXES 

Deferred income taxes result primarily from the following: - 
August 3 1, 

2007 2006 

Deferred tax assets (liabilities) (current): 
Allowance for doubtful accounts 
LIFO 
Section 263A cost adjustment 
Accrued expenses 
Prepaid expenses 
Other 

Valuation allowance for deferred tax assets 

Deferred tax assets (current) 

Deferred tax assets (liabilities) (long-term): 
Property and equipment 
Intangible assets 
Other, net 

Deferred tax liabilities (long-term) 

The Company believes it is more likely than not that deferred tax assets will be rcalijlzd and accordingly, a 
valuation allowance for such assets has not been recognized. 



TRIPLE-S STEEL HOLDlNGS, INC. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AUGUST 3 1,2007 AND 2006 

NOTE L - DEWATIVE FINANCIAL NSTRUMENTS 

DLring fiscal years 2007 and 2006, in connection with certain Iong-term debt, the Company entered into 
interest rate swap agreements to manage exposure to fluctuations in interest rates on a portion on a loan 
balance. 

At August 31, 2007, the interest rate swap agreements related to certain notes payable, the Company has 
exchanged variable rate interest on a portion of the loans, equal to a total notional amount of $35,237.500 
with a fixed rate varying fiom 4.73% to 5%. At August 3 1, 2006, under the interest rate swap agreement 
related to a certain note payable, the Company exchanged variable rate interest on a portion of the loan, 
equal to a total noticed amount of $1 5,000,000 wilh a fured rate of 5%. 

The Company recognized a reduction in interest expense of $102,966 for the year ended August 31, 2007, 
as a result of the fvted rate under the swap agreements being lower than the variable rate during the period. 
The Company recorded additional interest expense of $73,169 for the year ended August 31, 2006, as a 
result of the fixed rate under the swap agreements being higher than the variable rate during the period. The 
Company does not consider the fair value of the swap to be material for the years ended August 31, 2007 
and 2006, respectively; therefore, no adjustment were made to the carrying amounts of the derivative as of 
August 3 1,2007 and 2006, respectively. 

NOTE M - FAIR VALUE OF FINANCIAL INSTRUMENTS 

The Company's fmancial inslruments are cash and cash equivalent., accounts receivable, accounts payable 
and long-term debt. The recorded values of cash and cash equivalents, accounts receivable and accounts 
payable approximate their fair values based on their short-tern nature. The recorded value of long-term 
debt approximates the fair value, as stated interest rates approximate market rates. 
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Independent Auditors' Report 

To the Board of Directors 
Triple-S Steel Supply Co. and Subsidiaries 

Houston, Texas 

We have audited the accompanying consolidated balance sheets of Triples Steel Supply Co. and 
Subsidiaries as of August 3 1, 2006 and 2005, and the related consolidated statements of income, 
stockholders' equity, and cash flows for the years then ended. These consolidated financial statements 
are the responsibility of the Company's management. Our responsibility is to express an opinion on these 
consolidated financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the consolidated financial statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated financial 
statements. An audit also includes assessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial statement presentation. We believe that 
our audits provide a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all material 
respects, the financial position of Triple-S Steel Supply Co. and Subsidiaries as of August 3 1, 2006 
and 2005, and the consolidated results of their operations and cash flows for- the years then ended, in 
conformity witb accounting principles generally accepted in the United States of America. 

Houston, Texas 
November 3,2006 

An Independent Mmber of U b c f i  Hacker Ywng Inleinational Limrted 



'TRlPLE-S STEEL SUPPLY CO. AND SUBSIDIARIES 
CONSOLIDATED BALANCE Sml?TS 

August 3 1. 
2006 2005 

ASSETS 

CURRENT ASSETS 
Cash and cash equivaLcnts $ 5,507,384 J 2,527,152 
Accounts receivable, net of allowance for doubtful 

accounts of $652,624 and $306,786 in 2006 and 
2005, respectively 71,186,735 48,2 18,66 1 

Inventory, net 
Deferred income taxes 
Prepaid expenses 467,046 700,s 16 

TOTAL CURRENT ASSETS 165,719,834 111,633,204 

PROPERTY, PLANT AND EQUIPMENT, net 25,477,220 26,89 1,263 

NOTES RECEIVABLE 2,309,178 1,673,76 1 

GOODWlLL 1,500,000 1,500,000 

OTIIER ASSETS 1,593,988 2,303,129 

TOTAL ASSETS $196.600.220 

LlABILlTIES AND STOCKHOLDERS' EQUITY 

CURRENT LIABILITIES 
Current maturities of long-term debt $ 1,973,749 $ 1,284,790 
Accounts payable 25,558,997 19,442,025 
Accrued expenses 29,73 7,699 14,610,333 
Customer deposits 1,726,669 3,937,85 1 
Dividends payable 

TOTAL CURRENT LIABILITIES 

LONG-TERM DEBT, less current maturities 58,009,208 51,911,076 

DEFERRED INCOME TAXES 

TOTAL LIABILITIES 1 18,207,372 92,512,65 1 

COMMITMENTS AND CONTINGENCES 

STOCKHOLDERS' EQUITY 
Convertible preferred stock, $1 0 par value, 100,000 shares 

authorized, 4,920 shares issued and outstanding 
Common stock, $. 10 par value, 1,000,000 shares 

authorized, 4,410 shares issued and outstanding 
Retained earnings 78,343,207 5 1,439,065 

TOTAL STOCKHOLDERS' EQUITY 78,392,848 5 1,488.706 

'TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $196.600,220 8144.001.357 

See notes to consolidated financial statements. 



TRIPLE-S STEEL SUPPLY CO. AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF lNCOME 

Year Ended August 3 1, 
2006 2005 

SALES, net 

COST OF GOODS SOLD 

GROSS PROFIT 

GENERAL AND ADhflNISTRATIVE EXPENSES 

N O M E  FROM OPERATIONS 

OTHER ZNCOME (EXPENSE) 
Interest expense 
Interest income 
Other income (expense) 
Gain on securities 

TOTAL OTHER EXPENSE 

MCOME BEFORE MCOME TAX EXPENSE 
(BENEFIT) 

INCOME TAX EXPENSE (BENEFIT) 
Current federal 
Current state 
Deferred federal 

TOTAL MCOME TAX EXPENSE 

NET INCOME 





TRIPLES STEEL SUPPLY CO. AND SUBSIDIARIES 
CONSOLIDA7'ED STATEMENTS OF CASH FLOWS 

Year Ended August 3 1, 
2006 2005 

CASH FLOWS FROM OPERATING ACTIVITIES 

Net income 
Adjustments to reconcile net income to net cash 

used in operating activities: 
Depreciation and amortization 
Loss (pin) on sale of property and equipment 
Realized gain on available-for-sale securities 

sold and contributed 
Dcfemd income tax benefit 
Change in LIFO reserve 
Provision for bad debts 
Writeoff of notes receivable 

Changes in operating assets and liabilities, net of effects 
of business combination: 
Accounts receivable, net 
Inventory 
Prepaid expenses 
Other assets 
Accounts payable 
Accrued exDenses 
Customer deposits 

NET CASH USED M OPERATING ACTNITES 

CASH FLOWS FROM INVESTING ACTIVITIES 
Payments received on notes receivable 
Additions to notes receivable 
hoceeds from the sale of property and equipment 
Proceeds from sale of available-for-sale securities 
Purchase of property and equipment, net of effects of 

business combination 
Net cash paid for acquisition of business 

NET CASH USED IN INVESTING ACTIVITIES 

CASH FLOWS FROM FINANCING ACTIVITIES 
Repayments of long-term obligations 
Net borrowings under long-term obligations 
Payment of dividends 

NET CASH PROVIDED BY FINANCING ACTIVITIES 

NET INCREASE (DECREASE) IN CASH AND CASH 
EQUIVALENTS 

CASH AND CASH EQUIVALENTS, beginning of year 

CASH AND CASH EQUIVALENTS, end of year 

See notes to consolidated financial statements. 



TRIPLE-S STEEL SUPPLY CO. AND SUBSIDIAWES 
CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED) 

Year Ended August 3 1, 
2006 2005 

SUPPLEMENTAL DISCLOSURES OF CASH FLOW 
INFORMATION 

Cash paid during the year for: 
Interest $ 3.261.440 $ 1.949.618 

Income taxes $ 11.760.000 E 7,600.000 

NON-CASH INVESTING AND FJNANCING ACTlVlTIES 

Investment in affiliate converted to accounts receivable $ 250.000 $ 
__lp 

Property and equipment acquired through debt S S 2.750.000 
> 

Debt assumed and issued with business acquisition - $ 19,072,973 

Cash surrender value of life insurance converted to 
note receivables - stockholder 3 $ 587.659 

Employee advances converted to notes receivable $ 284,550 

See notes to consolidated financial statements. 



TRIPLES STEW SUPPLY CO. AND SUBSlDlAIUES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AUGUST 3 I ,  2006 AND 2005 

NOTE A - ORGANIZATION AND NATURE OF BUSINESS 

Triple-S Steel Supply Co. and its subsidiaries (the "Company") are primarily engaged in the sale of steel 
and o&er industrial products, and the rental of real estate. The Company was established in 1960 and 
incorporated in 1978. Corporate ofices ate in Houston, Texas, with sales offices and distribution centers m 
Houston and San Antonio, Texas, Knoxville, Tennessee, Denver, Colorado and Lehi, Utah. 

During 2005, the Company acquired certain assets and assumed certain liabilities from R&S Steel, hc. 
Additionally, during 2006, the Company sold all the assets of Holmes Road Venture I, L.P. and distributed 
the proceeds as a charitable contribution. See Note C for further discussion of these trsnsactions. 

NOTE B - SUMUARY OF SIGNlFlCANT ACCOUNTING POLI(=IES 

Princbles of Consolidation: The consolidated fmancial statements include the accounts of the Triple-S 
Steel Supply Co, and its subsidiaries and commonly-wntrolled companies, including those consolidated 
under FIN 46 (Fin 46R). Consolidation of Variable Interest Entitles -an Inte~pretation of ARB No. 51. All 
significant intercompany accounts have been eliminated upon consolidation. 

Revenue Rewenition: Revenue from product sales is recognized upon shipment of merchandise to 
customer. Revenue fmm rental ml estate is recognized at the time services are rendered. Rent received in 
advance is deferred until earned. 

Cash and Cash Ecluivalents: The Company includes cash equivalents as cash in the consolidated financiat 
statements. The Company considers all highly liquid instruments with original maturities of three months or 
less i?om the date of purchase to be cash equivalents. 

Concentrations of Credit Risk: The Company maintains its cash and cash equivalents in financial 
institutions, which at times, may exceed federally insured limits. The Company monitors the finmcial 
condition of these financial institutions and has not experienced any losses associated with these accounts. 

Allowance for Doubthl Accounts: The allowance for doubtfi~l accounts is maintained at an adequate level 
to absorb losses in the Company's accounts receivable. Management of the Company continually monitors 
the accounts receivable fmm its customers for any wllectibility issues. An allowance for doubtful accounts 
is established based on reviews of individual customer accounts, recent loss experience, current economic 
conditions, and other pertinent factors. Accounts deemed uncollectible are charged to the allowance. 
Provisions for bad debts and recoveries on accounts previously charged-off are added to the allowance. All 
accounts outstanding more than 30 days are considered past due. 

Inventov: Inventory, primarily consisting of law materials for sale, is stated at the lower of last-in, first-out 
(LIFO) cost or market. Inventory would have been higher by appmxirnately $28,859,000 and $22,870.000 
in 2006 and 2005, respectively, had the first-in, first-out (FIFO) method of inventory valuation been used. 
Additionally, net income (net of applicable income taxes) would have been higher by approximately 
$3,950,000 and $3,800,000 for the years ended August 3 1, 2006 and 2005, respectively, had the FIFO 
method of inventory valuation been used. I 
Propem. Plant and Eauiprnent: Property, plant and equipment art: stated at cost less accumulated 
depreciation. Depreciation is computed using accelerated and straight-line methods over the estimated 
usehl lives of the various assets, ranging from 3 to 39 years. 



TRIPLE-S STEEL SUPPLY CO. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCJAL STATEMENTS 
AUGUST 3 1,2006 AND 2005 

NOTE B - SUh4h4ARY OF SIGNIFICANT ACCOUNTING POLlCIES (Continued) 

The Company records impairment losses on long-lived assets used in operations when events and 
circumstances indicate that the assets might be impaired and the undiscounted cash flows estimated to be 
generated by those assets are less than the cartying amounts of the assets. In such case, the impainnent loss 
could be equal to the amount by which the carrying value exceeds fair market value of the related asset. 

Goodwill: Goodwill represents the excess of the cost of an acquisition over the fair vabe of net assets 
acquired. The Company applies the provisio~~s of Statement of Financial Accounting Standard ("SFAS") 
No. 142, ''Goodwill and other Intangible Assets" in accounting and reporting for goodwiU and other 
intangible assets. Under SFAS No. 142, goodwill and other intangible assets with indefinite useful lives are 
tested for impairment annually. The Company performed its impairment test for goodwill and determined 
that there was no impairment loss related to the net cartying value of recorded goodwill. The Company 
intends to reevaluate goodwill on an annual basis, or whem events or circumstances indicate an impairment 
test is necessary. 

Securities: At the date of purchase, the Company classifies debt and equity securities into one of three 
categories: held-to-maturity, trading, or available-for-sale. At each reporting date, the appropriateness of the 
cl~ssification is reassessed. Invtstments in debt securities are classified as held-to-maturity and measured at 
amortized cost in the consolidated financial statements only if management has the positive intent and 
ability to hold those securities to maturity. Securities that are bought and held principally for the purpose of 
selling them in the near term are classified as trading and measured at fair value in the consolidated financial 
statements with unrealized gains and losses included in earnings. Investments not classified as either held- 
to-maturity or trading are classified as availabie-for-sale and measud at hir value in the consolidated 
financial statements with unreaIized gains and losses reported, net of tax, as a component of accumulated 
other comprehensive income. 

Gains end losses on the sale of securities are determined using the specific-identification method. Declines 
in the fair value of individual held-to-maturity and available-for-sale securities below their carrying value 
that are other than temporary result in writedowns of the individual securities to their fair value. The 
related writedowns are included in earnings as realized losses. Realized gains from sales and contributions 
of equity securities totaled $134,174 for the year ended August 3 1,2005. 

Income Taxes: Deferred tax assets and liabilities are determined based on the difference between the 
financial statement and tax bases of assets and liabilities as measured by the enacted tax rates which will bc 
in effect when these differeoces are expected to reverse. Dekrred tax expense or benefit is the result- of 
changes in deferred tax assets and Iiabilities. A valuation allowance on def& tax assets is recognized if 
the Company believes it is more likely than not that such assets will not be recoverable. 

Deferred taxes result primarily from the use of accelerated methods of depreciation, capitalization of 
additional inventory costs, valuation of inventory at the lower of cost or market, and purchase price 
adjustments on LIFO inventory and goodwill recognized in a business combination. 

Comprehensive Income: Comprel~ensive income includes net income plus other comprehensive income. 
The Company's only component of other comprehensive income is the unrealized gain or loss on securities. 
The Company's cumulative gains (losses) am characterized as accumulated other comprehensive gain 
(loss). 



TRIPLE-S STEEL SUPPLY CO. AND SUBSIDIARES 
NOTES TO CONSOLIDATED FINANCIAL STATE- 
AUGUST 3 1,2006 AND 2005 

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

b a n  Acquisition Costs: Loan aquisition wsts are amortized over the tenn of the related debt and are 
included in other non-current assets in the accompanying consolidated balance sheets. Loan acquisition 
costs, net of related amortization, total approximately $142,000 and $1 73,000 at August 3 1,2006 and 2005, 
respectively. 

The following is a summary of future minimum amortization expense: 

Year Ending August 3 1, 

Derivative Financial Instruments: Financial derivatives are used as part of the Company's overall risk 
rnanagement strategy. These instruments are used to manage risk related to changes in interest rates. The 
portfolio of derivative financial instruments consists of an interest rate swap agreement. The interest rate 
swap agreement is used to modify a variable rate obligation to a fixed rate obligation, thereby reducing the 
expo- to higher interest rates. Amounts paid or received under the intenst rate swap agreement are 
accrued as interest ratcs change with the offset recorded in interest expense. The Company's interest rate 
swap has not been designated as a hedging instrument; therefore, changes in fair value are mcognized in 
current earnings. 

Vendor rebates: The Company enters into agreements with certain vendors providing for inventory 
purchase mbates. The Company records vendor purchase rebates when realized as a reduction of cost of 
sales, as prescribed by Emerging Issues Task Force (EITF) Issue No. 02-16, Accounting by a Custo~ner 
(including a Reseller) for Cerfam Cumideration ReceivedJF.om a Vendor. 

Shiupin~ and Handling Fees and Costs: Shipping and handling fees, if billed to customers, are included in 
net sales. Shipping and handling cost are classified as cost of sales. 

Use of Estimates: The preparation of consolidated financial statements in conformity with accounting 
principles generally accepted .in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and 
liabilities at tlte date of the consolidated financial statements and the reported amounts of revenues and 
expenses during the reporting period. Actual results could differ h m  those estimates. 



TRIPLES STEEL SWPLY CO. AND SUBSIDlARES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AUGUST 3 1,2006 AIW 2005 

NOTE B - SUMMARY OF SlGNlPlCANT ACCOUNTING POLICIES (Continued) 

Reclassifications: Certain amounts in the Company's 2005 consolidated financial statements have been 
reclassified to conform to the 2006 presentations. 

Investments in unconsolidated aflitiates: The Company accounts for its investment in unconsolidated 
affiliates by the equity method. The Company records its share of such earnings (loss) in the Consolidated 
Statements of Income as.''Other income (expense)" and the carrying value of the Company's investment in 
unoonsoiidated aliates  is recorded in the Consolidated Balance Sheets as "Olher Assets." 

Jnvestments in unconsolidated affiliates included as Other Assets are as follows: 

Ownership August 3 1, 
interest 2006 2005 

GBDS investments Ltd. 1 % $ 3,628 $ (1 1,457) 
Amelia St. Partners 2% 773,94 1 1,2 1 1,997 
Liberty Works Property Co L.P. 4% 28,288 44,585 
Eleven Ten hckwood, L.P. 1% 1 1,426 9,174 

S 817,283 $ 1,254,299 

Condensed fmancial information for investments in unconsolidated affiliates is as follows: 

August 3 1, 
2006 2005 

Current assets 
Not property and equipment 
Noncurrent assets 
Current liabilities 
Long-term liabilities 
Equity 

Revenues 
Operating expenses 
Net income 

Year Ended August 3 1, 
2006 2005 



'TRIPLES STEEL SUPPLY CO. AND SUBSIDIArtlES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AUGUST 3 1,2006 AND 2005 

NOTE C - BUSIMESS ACQUISFION AND DISPOSITION 

On November 1, 2004, the Company completed the purchase of certain assets and assumption of certain 
liabilities of RI&S Steel ("R&S") for approximately $20,500,000. The results of R&S' operations have been 
included in the financial statements since that date. The purchased assets include accounts receivable, 
inventory and other capital assets located in Denver, Colorado and Salt Lake City, Utah. 

The following table summarizes the appmximated fair values of the assel acquired and liabilities assumed 
at the date of acquisition: 

Accounts receivable 
Inventory 
Property, plant and equipment 
Otber capital assets 
Goodwill 
Cwrent liabilities 
Long-term debt 

Net assets acquired 

On October 24, 2005, the Company sold all the assets of Holmes Road Venture I, L.P. held by the 
Company's wholly-owned subsidiary, TriplaS Holdil~g LLC, for $505,000 and then distributed the sale 
proceeds, net of expenses, to an unrelated charitable organization as a charitable contribution in the amount 
of approximately $482,000. 

NOTE D - NOTES RECEIVABLE 

Notes receivable consist of the following: 

August 3 1, 
2006 2005 

Notes receivable from stockholders, interest 
ranging from 1.2 1% to 6%; interest due August 
3 1 of each year and principal due through 
August 2008; unsecured. $ 1,530,581 % 936,179 

Other notes receivable (including from 
stockholders) 778,597 737,582 

All notes receivable have been included as long-term assets on the accompanying consolidated balance 
sheets due to the fact that the Company intends to allow the borrower to extend the notes on a long-term 
basis when they become due, if requested. Interest earned from related party notes in 2006 and 2005 totaled 
approximately $92,000 and $3 6,000, respectively. 

During 2005, the Company terminated their split dollar life insurance agreement. Under this termination, 
the cash surrender value became a note receivable with stockholders. 



TRIPLES STEEL SUPPLY CO. AND SUBSIDIARlES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AUGUST 3 1,2006 AND 2005 

NOTE E - PROPERTY, PLANT AND EQUIPMENT 

Property, plant and equipment consist of the following: 

August 3 1, 
2006 2005 

Land 
Buildings and leasehold improvements 
Transportation equipment 
Furniture and fixtures 
Machinery and equipment 
Equipment under capital leases 

Less: accumulated depreciation 

Consfmction in progress 84;865 224,273 

NOTE T: - LONG-TERM DEBT 

Long-term debt consists of the following: 9 

August 3 1, 
2006 2005 

$45,000,000 line of credit from a bank, with interest 
payable monthly at the lower of the prime rate or a 
LJBOR based rate at the date of draw, maturing October 
3 1, 2007, collateralized by inventory, accounts receivable 
and a personal guaranty of a stockholder. $ 38,000,000 $ 31,300,000 

Note payable to a bank, with interest payable monthly at 

LIBOR plus 1.25%, principal payable quarterly in 
installments of $200,000, maturing June 20 15, 
collateralized by certain real estate. 15,600,000 16,000,000 

Note payable to a financing company payable in monthly 

installments of $33,664 including interest at 7.55%, 
maturing August 2016, collateralized by land and 
buildings in Houston, Texas. 2,829,812 3,012,572 

Note payable to a financing company, payable in monthly 
installments of $20,813 including interest at LIBOR plus 
2.5%, maturing September 2019, collateralized by land 
and buildings in Houston, Texas. 



TRIPLE-S STEEL SUPPLY CO. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AUGUST 3 1,2006 AM) 2005 

NOTE F - LONG-TERM DEBT (Continued) 

August 3 1, 
2006 2005 

Note payable to a bank in quarterly principal installments 
of $25,000 plus interest at 8.1%, maturing January 2007, 
unsecured. 50,000 150,000 

Note payable to an officer payable in quarterly installments 
$1 10,000 including interest at LIBOR plus 1.5%, 
maturing September 2008, unsecured. 956,650 

Note payable to a financing company, payable in monthly 
installments of $10,972 including interest at 6.500/0, - 
maturing February 2006, collateralized by equipment. 64,604 

59,982.957 53,195,866 
Less: current maturities 1i973.749 1,284,790 

3 58.009.208 

Certain of the Company's debt arrangements contain various restrictive covenants, including the 
maintenance of certain financial ratios. As of August 31, 2006, the Company was in compliance with these 
financial covenants. 

Interest i ncmd  in related party debt totaled $70,259 during the year ended August 3 1,2006. 

The following are maturities of long-term debt: 

Year Ending August 3 1, 



TRIPLE-S STEEL SUPPLY CO. AND SUBSIDIARIES 
NOTES TO CONSOIJDATED FINANCIAL, STATEMENTS 
AUGUST 3 1,2006 AND 2005 

NOTE G - RELATED PARTY TRANSACTIONS 

The Company leases land from a stockholder under an operating lease renewable annually. Rents were 
$36.400 and $37,100 for the years ended August 31, 2006 and 2005, respectively. Purchases from 
companies affiliated through ownership of tho Company were $1,840,264 and $1,678,332 for 2006 and 
2005, respectively. Sales to affiliated companies were $2,174,407 and $1,261,379 for 2006 and 2005, 
respectively. 

Included in accounts receivable at August 31, 2006 and 2005 are $627,471 and $701,017, respectively, of 
amounts due from affiliated companies. Included in accounts payable at August 31,2006 are $268,132, of 
amounts due to afiliated companies. At August 31, 2005, there were no amounts due to affiliated 
companies. 

NOTE H - BENEFIT PLANS 

The Company has a 401(k) tax defenwl savings pIan (the Plan) covering all employees, subject to certain 
age and service requirements. Under the Plan, a participating employee may allocate up to 10% of the 
employee's salary, and the Company, at its discretion, may make matching contributions of up to 6% 
thereof. Additionally, the Company may elect to make additional discretionary contributions. Such 
additional contributions accrue to employee accounts regardless of whether they have elected to participate 
in the salary deferral option of the Plan. The Company contributed approximately $2,330,000 and 
$1,600,000 to the Plan for the fiscal years ended August 31,2006 and 2005, respectively. 

NOTE I - OPERATlNG LEASES 

The Company has operating leases covering various equipment. Rent expense charged to operations for the 
years ended August 31, 2006 and 2005 was $3,013,464 and $2,008,450, respectively. Minimum rental 
payments under operating leases for the five years following August 3 1,2006 are as follows: 

Year Ending August 3 1, 

2007 
2008 
2009 
201 0 
201 1 

Thereafter 

NOTE J - CONVERTIBLE PREFERRED STOCK 

Dividends on he 12% convertible preferred stock are non-cumulntive. The stock is convertible at anytime 
n~to common stock equal in value to $100 per share.of preferred stock. The Company, at anytime with the 
consent of or upon the death of the shareholder, may redeem the preferred stock at $100 per share. The 
preferred stock may bc put to the Company at $100 per share at anytime following the failure of the 
Company to pay dividends. 



I 
TRIPLE-S STEEL SIJT'PLY CO. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

111 AUGUST 3 1,2006 AND 2005 

IC NOTE K - PROPERTY HELD FOR LEASE 

I The Company is the lessor of certain property under operating leases. Rental income related to the leases 
was $54,000 for the year ended August 31, 2005, and is included in other income in the accompanying 
consolidated income statements. During 2006, the Company sold all property classified as held for lease. 

E Following is a summary of property held for lease at August 3 1,2005: 

I Land 
Buildings and improvements 

1 Less: accutnulated depreciation 

I NOTE L - INCOME TAXES 

Deferred income taxes result primarily from the following: 
R 

Deferred tax assets (liabilities) (current): 
Allowance for doubthl accounts 
LIFO 
Section 263A cost adjustment 
Accrued expenses 
Other 

Valuation allowance for deferred 
tax assets 

Deferred tax assets (current) 

August 3 1, 
2006 2005 

Deferred tax assets (liabilities) (long-term): 
Property and equipment $ (1,138,222) $ (1,218,611) 
Intangible assets 5 1,727 52,680 
Other, net (4,305) (44,49 1 ) 

Deferred tax liability (long-term) $ ll.090.800) $ (1.210.422) 

The Company believes it is more likely than not that defemd tax assets will be realized and accordingly, a 
valuation allowance for such assets has not been recognized. 



TRIPLE-S STEEL SUPPLY CO. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AUGUST 3 I ,  2006 AND 2005 

NOTE M - DERIVATIVE FINANCIAL. INSTRUMENTS 

During fiscal years 2006 and 2005, in connection with certain long-term debt, the Co~npany entered into 
interest rate swap agreements to manage exposure to fluctuations in interest ratw on a portion on a loan 
balance. 

Under the interest rate swap agreements related to a note payable, the Company has exchanged variable rate 
interest on a portion of the loan, equal to a notional amount of $15,000,000 with a fixed rate of 5% at 
August 3 1,2006 and 2005. 

The Company ~ w r d e d  additional interest expense of$73,169 and $39,638 for the years ended August 3 1, 
2006 and 2005, respectiveiy, as a result of the fmed rate under the swap agreements being higher than the 
variable rate during the period. The Company does not consider the fair value of the swap to be material as 
of August 31, 2006; therefore, no adjustment was made to the carrying amount of the derivative as of 
August 31,2006. At August 31,2005, the Company recorded an accrued liability of $39,638 to adjust the 
carrying amount of the derivative to its fair value. 

NOTE N - FAlR VALUE OF FINANCIAL INSTRUMENTS 

The Company's financial instruments are cash and cash equivalents, accounts mceivable, equity securities, 
accounts payable and long-term debt The recorded values of cash and cash equivalents, accounts receivable 
and accounts payable approximate their fair values based on their short-term natute. The recorded value of 
equity securities approximates fair value based on the fact that they arc classified as availablefor-sale. Fair 
value of equity securities is determined based on quoted &et prices. The recorded value of long-tern 
debt approximates ttte fair value, as interest approxi~nates market rates. 

NOTE 0 - SUBSEQUENT EVENTS 
On October 18, 2006, the Company acquired an Astra SPX aircraft for approximately $7,000,000. 
Simultaneous with this purchase, the Company amended their credit facility. Major changes to the 
agreement included increasing the line of credit $7,000,000 and extending the maturity datc to October 26, 
2009. Additionally, the Company subsequently replaced the line of credit increase with new long-term debt. 

On October 30, 2006, the Company acquired substantially all of the assets of Alta Industries, Ltd. for 
approximately $19,000,000. The transaction was recorded as a business combination in accodance with 
Statement of Financial Accounting Standards No. 141, Business Combinations. At the time of this 
purchase, the Company further amended their credit facility which included an incrertse to the line of credit 
of $35,000,000. Additionally, various financial covenants under the line of credit were amended. 



A 45-Year History of Service to the Metal Fabricator 

The Company Formed 
Triple-S Steel Supply began as a small new and used steel distribution yard by Bruce Stein. His family's roots were 
already deeply planted in the metals business by his father Johnny Stein and his scrap metal company Dixie Iron 
and Metal Co. which was formed in 1932. With the help of his wife Shirley and a handful of great employees, the 
company became the place for metal users to go in Houston. From Dixie Iron and metal Triple S Steel was 
formed in 1960. 
First Warehouse, Houston, Texas - North 
Triple-S completed its first 20,000 sq. R. warehouse after relocating to larger property in 1978. The first sales 
office and showroom was completed in 1983 along with a warehouse expansion to double the size. The 3rd 
generation joined the company full time in 1983 adding 3 brothers to lead the company into the future. The 
fabrication and ornamental supply division was created in 1983 to supply the market with additional products and 
services. 
San Antonio, Texas 
The first location outside of Houston, Texas was opened in San Antonio, Texas. The San Antonio market was so 
receptive, that a new facility was built just two blocks away in less than 3 years time. 
Major Expansion, Houston, Texas - North 
An additional 100,000 sq. ft. of steel storage was added in to the Houston facility in 1995. A new hardware 
warehouse and administration building was completed in 2001. 
Houston, Texas - South 
A second Houston location was opened in 1998. This facility is home of the metal building components division. A 
new and modern facility was built and opened in 2002 giving South Houston a large inventory with a full 
compliment of services. 
Knoxville, Tennessee 
The Knoxville operation was acquired in 1998. I t  serves Knoxville and the surrounding area with a full line of 
structural steel. Shearing, cutting, and other processing services are also available from this facility. 
Intsel Steel Distributors, Houston, Texas 
Triple-S acquired the Houston and San Antonio divisions of this metals distribution icon in 2002. The combination 
of Intsel and Triple-S is unique in the industty as it can service all facets of the steel consuming community both 
large and small. 
San Antonio, Texas 
After years of planning, a new facility was completed at Kelly USA in San Antonio. The new facility houses the joint 
operations of Triple-S Steel and Intsel Steel Distributors. This modern facility contains over 200,000 sq ft of steel 
storage with 9 overhead cranes & a full showroom of fabrication accessories. 
R & S Steel Supply - Steelco - Salt Lake City, UT 
Triple-S expanded west with the acquisition of R & S Steel and Steelco operations in Denver and Salt Lake 
CityfLehi. R & S is a key supplier of carbon steel tubing and wide flange beam to the Western U.S. markets. 
Steelco is a major fabricator of steel plate, sheet, bar, coil, beams, tubing, and pipe. These products are saw cut, 
rolled and formed, flame cut, sheared, levelled, slit and/or bent to customer specifications. 
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