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Ryerson Tull



Ryerson Tull, Inc. is North America’s leading distributor and processor of metals, with annual revenues of $2.9 billion. 

The company operates a network of service centers across the United States and in Canada and Mexico.
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2000 was a year of remarkable change. While Ryerson Tull’s strategy—

differentiating its products with extensive value-added services, fabrication capabilities,

national presence, leading-edge technology, and one-stop availability— remained the same,

it aggressively remade its organizational structure. Decision making and accountability for

marketing, pricing, customer service, and quality are closer to the customer, increasing

speed and responsiveness. Purchasing, human resources, credit, accounting, and training

have been standardized and centralized to generate economies of scale and reduce costs.



(1) Excludes pretax gains of $17.8 million in 1997 and $5.9 million in 1998.
(2) Excludes a $1.8 million pretax gain on the sale of assets and plant closure costs of $3.6 million pretax.
(3) Excludes restructuring and plant closure costs of $27.8 million pretax and a $4.4 million pretax pension curtailment gain.

F I N A N C I A L  H I G H L I G H T S

Dollars in millions, except per share data 2000 1999

Net sales $2,862.4 $2,763.5

Operating profit before adjustments 19.3(1) 98.9(2)

Operating profit (loss) (4.1) 97.1

Income (loss) from continuing operations (25.1) 38.4

Earnings (loss) per share: 

from continuing operations before adjustments $ (0.32)(1) $ 1.60(2)

from continuing operations (1.03) 1.56

Weighted average shares outstanding

(diluted, in millions) 24.8 24.6

Tons shipped (000) 3,339 3,333

At year-end:

Total assets $1,372.1 $1,387.2

Total debt 340.2 258.8

Stockholders’ equity 661.7 697.8

Total debt/capitalization 34.0% 27.1%

(1) Excludes restructuring and plant closure costs of $27.8 miillion pretax and a $4.4 million pretax pension curtailment gain.
(2) Excludes a $1.8 million pretax gain on the sale of assets and plant closure costs of $3.6 million pretax.
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Creating a new foundation for Ryerson Tull required three

major steps. In June 2000, we announced a far-reaching 

corporate restructuring and took a pretax charge of $23.3 million

to support sweeping changes. As part of the streamlining

process, we closed two regional offices and six service centers,

and reduced the number of business units from five to four.

Purchasing, human resources, credit, accounting, and training

— functions handled at five business units, some in five 

different ways — were standardized and centralized. Through

facility consolidations, plant closures, and shared services,

we captured economies of scale and achieved annualized cost

reductions of more than $30 million, which we expect to be

reflected in our financial performance in 2001.   

Conversely, we decentralized customer con-

tact and account management. Divisional vice 

Our performance in 2000 was unacceptable, falling far short

of what we’re accustomed to and expect from Ryerson Tull.

Market conditions — which deteriorated throughout the year

— accounted for part of the problem.  

But our performance in 2000 also reflected the fact that

our organizational structure, which worked well in the past,

needed to adapt to the challenges of the new market envi-

ronment.  Metal prices are more volatile, customers are more

demanding, and overall, the pace of conducting business has

accelerated.  We had to change the way we operate to get

ahead of the curve.   

We took swift and aggressive action. As a result, we enter 2001

with a new organizational structure, leaner, more

efficient, and keenly focused on providing value-

added products and services to our customers.  

Fellow Shareholders

MARKET SHARE
Percent

9.1

10.2 10.1

11.1 11.0
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Left to right:

Jay M. Gratz, Executive Vice President and Chief Financial Officer

Gary J. Niederpruem, Executive Vice President

Neil S. Novich, Chairman, President and Chief Executive Officer 
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presidents took hands-on responsibility for smaller geographic

areas, enabling them to understand the unique needs of indi-

vidual regions and build better customer relationships. At the

same time, our people in the field gained more control, as

well as full accountability for contract management and prof-

itability, ensuring faster decisions and a more individualized

response to customers. 

Our restructuring accomplished our goals — creating a

more customer-focused organization, acting with

greater speed and responsiveness, while enhancing

overall efficiency, quality, and service.  

Implementing our strategic sourcing program

was step two. We began the process in early

2000 with intense evaluations and negotiations

to identify suppliers that will help us take costs

out of the supply chain. We’ve been delighted with the coop-

eration and creative solutions from these suppliers.  

Through these partnerships, we are consolidating our supply

base, using our position as a leading metals purchaser, and

securing access to the highest quality at the best prices. For

2001, we plan to buy over 80 percent of our goods through

these strategic partners. 

As part of our strategic sourcing initiative, we improved

our inventory management process. Inventories

were reduced. At year-end 2000, inventory levels,

on a tonnage basis, were nearly 20 percent below

their mid-year peak. Looking forward, we expect

to make further adjustments that will increase

inventory turnover and improve utilization of our

largest asset.   

GROSS PROFIT
Per ton

$224

$207 $201
$190

$171

96 97 98 99 00
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Step three was to change how we manage

account profitability. We developed a rigorous,

systematic approach to assessing customer

needs and identifying the cost to serve. We 

carefully evaluate operations, delivery, packaging, 

and other items, in order to negotiate contracts that reflect 

the true cost of doing business. This new account manage-

ment process matches customer contracts with purchase

commitments, thereby minimizing exposure to metal price

fluctuations. We have renegotiated almost all of our customer

contracts, which represent about half of our business. In each,

we found ways to pare the cost to serve while enhancing

profit margins. 

With all the changes we have made, one thing remains

constant — our strategy. 

We add value to the products we sell. We offer a

wide array of capabilities, such as our metallurgical

and manufacturing services. With the largest tech-

nical staff in the metals service center industry, our

early involvement helps customers design parts

and products for better manufacturability. We have extensive

fabrication capabilities and a staff of specialists to support them.

We provide just-in-time delivery, supply chain and material man-

agement, and other cost reduction services. Our e-commerce

systems improve accuracy while reducing transaction costs.

And because of our national presence and broad product line,

we can be the one-stop shop for customers across the country. 

Even with our full array of services, we know that one size

does not fit all. As requirements vary, we tailor our services to

accommodate our customers, providing exactly what they need.

EXPENSES
Per ton

$180
$169 $172

$160 $165

96 97 98 99 00



7

Our corporate reorganization involved tough decisions and

enormous changes. Not only did we achieve the objectives

we established, but we did so with speed and efficiency.

More than ever, I recognize that Ryerson Tull has extraordinary

people with the talent, dedication, and vision to maintain and

build our leadership in the metals service center industry.

2001 Outlook    We enter 2001 facing the challenges of an

uncertain economy. However, we do so with a more competitive

cost position, better control of pricing in the field, lower inven-

tories, new purchasing relationships, and an organization that

is closer and more responsive to customers.

And we enter the year with a financial condition that remains

strong. Our year-end total debt-to-capitalization ratio, at 34

percent, is among the best in the industry. We have high-

quality assets, including inventory and receivables, that will

facilitate our access to debt financing when we need it. 

Our intensified customer focus and greater cost efficiency,

along with our solid balance sheet, position us to handle more

effectively the current downturn or other market changes. 

Our financial performance in 2000 was unacceptable. A

reorganized Ryerson Tull is capable of better in the future.

NEIL S. NOVICH

Chairman, President and Chief Executive Officer

March 1, 2001
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FIVE -YEAR SUMMARY OF SELECTED FINANCIAL DATA AND OPERATING RESULTS — CONTINUING OPERATIONS

Dollars in millions, except per share and per ton data 2000 1999 1998 1997 1996

Summary of Earnings
Net sales $ 2,862.4 $ 2,763.5 $ 2,782.7 $ 2,804.0 $ 2,407.9
Gross profit 569.7 631.9 625.8 626.0 564.2
Operating profit (loss) (4.1)(1) 97.1(2) 96.0(3) 133.1(4) 110.7
Income (loss) before income taxes, minority interest,

discontinued operations, and extraordinary loss (33.5)(1) 73.9(2) 83.0(3) 119.5(4) 128.5
Income (loss) from continuing operations (25.1)(1) 38.4(2) 47.7(3) 64.5(4) 78.1
Earnings (loss) per share–basic (1.03)(1) 1.56(2) 1.03(3) 1.13(4) 1.42
Earnings (loss) per share–diluted (1.03)(1) 1.56(2) 0.99(3) 1.08(4) 1.34

Financial Position at Year-End
Inventory–current value (5) $ 608.9 $ 606.1 $ 571.6 $ 1,013.1 $ 900.6
Working capital 418.3 610.5 572.0 660.2 691.0
Property, plant and equipment 274.7 273.2 293.6 1,641.8 1,637.0
Total assets 1,372.1 1,387.2 1,391.0 3,646.5 3,541.6
Long-term debt 100.7 258.8 257.0 704.9 773.2
Stockholders’ equity 661.7 697.8 563.6 900.1 789.0

Financial Ratios
Inventory turnover–current value (5) 3.4 3.7 3.8 4.0 4.2
Operating asset turnover 2.3 2.5 2.5 2.8 2.8
Operating profit on operating assets (OP/OA) (0.3)% 8.7% 8.6% 13.1% 13.0%
Return on ending stockholders’ equity (3.8) 5.5 8.5 7.2 9.9

Volume and Per Ton Data
Tons shipped (000) 3,339 3,333 3,108 3,020 2,514
Average selling price per ton $ 857 $ 829 $ 895 $ 928 $ 958
Gross profit per ton 171 190 201 207 224
Expenses per ton (6) 165 160 172 169 180
Operating profit per ton (7) 6 30 29 38 44

Profit Margins
Gross profit as a percent of sales 19.9% 22.9% 22.5% 22.3% 23.4%
Expenses as a percent of sales (6) 19.2 19.3 19.3 18.2 18.8
Operating profit as a percent of sales (7) 0.7 3.6 3.2 4.1 4.6

Other Data
Average number of employees 4,848 5,128 5,266 5,442 5,038
Tons shipped per average employee 689 650 590 555 499
Capital expenditures $ 34.7 $ 31.6 $ 40.1 $ 41.3 $ 25.1
Cash flow provided by (used for) operating activities (62.7) 38.6 (29.0) 57.4 55.1
Dividends per common share 0.20 0.20 0.20 0.20 0.20

Data in the “Financial Position at Year-End” section for 1997 and 1996 include amounts related to discontinued operations. 
(1) Includes restructuring and plant closure costs of $27.8 million pretax, bad debt expense for a single customer of $16.2 million pretax, and a $4.4 million pretax pension curtailment gain. Before

these items, operating profit was $35.5 million, income before taxes was $6.1 million, income from continuing operations was $4.6 million, and basic and diluted income per share were $0.18.
(2) Includes a $1.8 million pretax gain on the sale of assets and plant closure costs of $3.6 million. Before these items, operating profit was $98.9 million, income before income taxes was

$75.7 million, income from continuing operations was $39.3 million, and basic and diluted earnings per share were $1.60. 
(3) Includes a $5.9 million pretax gain on the sale of assets. Before this gain, operating profit was $90.1 million, income before taxes was $77.1 million, income from continuing operations was

$44.0 million, and basic and diluted earnings per share were $0.94 and $0.90, respectively.
(4) Includes an $8.9 million pretax pension curtailment gain and an $8.9 million pretax gain on the sale of assets. Before these gains, operating profit was $115.3 million, income before taxes

was $101.7 million, income from continuing operations was $55.0 million, and basic and diluted earnings per share were $0.94 and $0.90, respectively.
(5) Current value of inventory consists of book value of inventory plus LIFO reserve.
(6) Expenses are defined as operating expenses (excluding the restructuring charge) plus depreciation and amortization.
(7) Operating profit is defined as gross profit minus expenses.
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The Company’s primary business is metals distribution and processing.
The Company’s operations changed substantially in 1998 as a result of
the disposition of the Company’s steel manufacturing segment. In
October 1998, the boards of directors for both the Company and its
majority-owned subsidiary, Ryerson Tull, Inc. (“RT”), agreed to merge
the companies through the process of exchanging 0.61 share of the
Company’s common stock for each share of the RT Class A common
stock not held by either company. On February 25, 1999, the merger of
the two companies took place, pursuant to the approval of RT share-
holders at a special meeting. All references to RT in this financial review
refer to the pre-merger majority-owned subsidiary of the Company.

The Company reported a loss from continuing operations in 2000
of $25.1 million, or $1.03 per share, as compared with income from
continuing operations of  $38.4 million, or $1.56 per share, in 1999, and
$47.7 million, or $0.99 per share, in 1998. Included in the 2000 results
were restructuring charges of $17.7 million after tax, or $0.71 per share,
and an additional provision (discussed below) of $12.3 million after tax,
or $0.50 per share, to fully reserve for a receivable from a company that
filed for bankruptcy. The 1999 income from continuing operations
included $1.0 million after tax, or $0.04 per share, related to the gain from
the sale of real estate. The 1998 income from continuing operations
includes $3.7 million after tax, or $0.09 per share, related to the gain from
the sale of Inland Engineered Materials Corporation, a subsidiary of
the Company. 

The Company, like many other companies in the industry, experi-
enced a slowdown in demand beginning in the second quarter of 2000.
The decline of metal prices started then and continued through year-
end as demand from metal-using industries decelerated. 

On July 16, 1998, Ispat International N.V. (“Ispat”) acquired Inland
Steel Company (“ISC”), the Company’s wholly owned subsidiary that
constituted the steel manufacturing and related operations segment of
the Company’s consolidated operations, pursuant to an agreement and
plan of merger dated May 27, 1998, as amended as of July 16, 1998,
among the Company, ISC, Ispat, and Inland Merger Sub, Inc. (an Ispat
subsidiary). Pursuant to the merger, the Company received $1.1 billion
in cash in exchange for the outstanding common stock and preferred
stock of ISC and repayment of intercompany debt of ISC held by the
Company. The Company recorded a $510.8 million after-tax gain from
this transaction. Accordingly, the results of operations of ISC, as well
as the gain from the disposition, have been excluded from the results
of continuing operations and reported separately on the statement
of operations. In the second quarter of 1999, the Company recorded
a favorable $17.3 million adjustment to taxes related to the gain on
the sale of ISC. In the fourth quarter of 2000, the Company recorded
a $7.5 million pretax charge related to a claim by Ispat in connection
with the sale of ISC.

MANAGEMENT’S DISCUSSION OF OPERATIONS AND FINANCIAL CONDITION

Figures in millions, except per share data 2000 1999 1998

Results of Operations
Net sales from continuing operations $ 2,862.4 $ 2,763.5 $ 2,782.7
Operating profit (loss) from continuing operations (4.1) 97.1 96.0
Income (loss) from continuing operations (25.1) 38.4 47.7
Income from discontinued operations — — 13.8
Gain (loss) on sale of discontinued operations (4.8) 17.3 510.8
Extraordinary loss on early retirement of debt — — (21.4)
Net income (loss) (29.9) 55.7 550.9
Income (loss) per common share 

from continuing operations–diluted $ (1.03) $ 1.56 $ 0.99
Net income (loss) per common share–diluted (1.22) 2.26 13.04
Average shares outstanding–diluted 24.8 24.6 41.7
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MANAGEMENT’S DISCUSSION OF OPERATIONS AND FINANCIAL CONDITION (CONT.)

C O M PA R I S O N  O F  2 0 0 0  W I T H  19 9 9 — C O N T I N U I N G  O P E R AT I O N S

Net sales of $2.86 billion in 2000 were 3.6 percent higher than the $2.76 billion reported in 1999. The higher net

sales were due primarily to a $28 per ton increase in average selling price, from $829 in 1999 to $857 in 2000, as

tons shipped remained virtually unchanged. Almost all of the change in average selling price was attributable to

surcharges on stainless products, which were passed through to customers. During 2000, the Company’s share

of the market remained virtually unchanged at 11 percent, based on data from the Steel Service Center Institute.

Gross profit—the difference between net sales and the cost of materials sold—decreased 9.8 percent to

$569.7 million in 2000 from $631.9 million in 1999. Gross profit as a percentage of sales decreased to 19.9 per-

cent in 2000 from 22.9 percent in 1999, due primarily to the Company’s inability to pass along to customers

increases in material costs as the market weakened. The increase in material costs resulted from purchases

made earlier in the year when the market was stronger. Gross profit per ton declined to $171 from $190. 

Expenses—which consist of operating expenses (excluding the restructuring charge), depreciation, and

amortization—increased 3.3 percent in 2000 to $550.4 million from $533.0 million in 1999. Negatively impacting

year 2000 was the additional provision to fully reserve for a $16.2 million receivable due from a west central

Indiana coil converter that filed for bankruptcy. The converter, with which the Company had anticipated a long-

term business relationship, experienced financial and operating problems, which precipitated its bankruptcy

petition in January 2001. Excluding the additional provision, expenses of $534.2 million increased minimally

from 1999. On that basis, expenses per ton remained unchanged at $160. The average number of employees

decreased 5.5 percent from 1999 to 2000, and tons shipped per employee, a key measure of productivity,

increased from 650 tons to 689 tons.

The operating loss in 2000 was $4.1 million, compared with an operating profit of $97.1 million in 1999. In

2000, in addition to the $16.2 million receivable reserve discussed above, operating results were negatively

impacted by restructuring and plant closure charges of $27.8 million, offset in part by a pension curtailment

gain of $4.4 million. Operating profit in 1999 was negatively impacted by plant closure costs of $3.6 million,

offset in part by a $1.8 million gain on the sale of real estate. Excluding these items in both periods, operating

profit declined to $35.5 million in 2000 from $98.9 million in 1999, primarily due to gross profit margin erosion.

Interest and other expense on debt increased to $29.7 million in 2000 from $24.2 million in the previous year.

Higher average short-term borrowing in 2000, due to lower earnings and higher working capital requirements,

was responsible for the increase in interest expense.

In 2000, the Company booked an income tax credit of $8.4 million, as compared with an income tax expense

of $34.8 million in 1999. The effective tax rate was 25.0 percent in 2000 and 47.1 percent in 1999. The effect of

non-tax-deductible expense on lower pretax income reported in 2000 was primarily responsible for the change

in the effective tax rate between the two years. 

Diluted earnings per share from continuing operations were a loss of $1.03 in 2000, compared with earnings

of $1.56 in 1999.

N E T  S A L E S

G R O S S  P R O F I T

E X P E N S E S

O P E R AT I N G  P R O F I T

O T H E R  E X P E N S E S

P R O V I S I O N  F O R
I N C O M E  TA X E S

E A R N I N G S  P E R  S H A R E
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C O M PA R I S O N  O F  19 9 9  W I T H  19 9 8 —C O N T I N U I N G  O P E R AT I O N S

Net sales of $2.76 billion in 1999 declined 0.7 percent, compared with $2.78 billion in 1998. A 7.2 percent

increase in tons shipped—to 3.33 million tons from 3.11 million tons—was offset by a 7.4 percent decrease

in the average selling price per ton to $829 from $895. The increase in shipments was primarily the result

of internal growth initiatives and, secondarily, the acquisition of Washington Specialty Metals in February

1999. During 1999, the Company grew its share of the market to 11.1 percent, compared with 10.1 percent

in 1998, based on data from the Steel Service Center Institute.

Gross profit increased 1.0 percent to $631.9 million in 1999 from $625.8 million in 1998. While gross profit

as a percentage of sales increased to 22.9 percent in 1999 from 22.5 percent in 1998—due to the Company’s

gross margin management initiatives—gross profit per ton declined to $190 from $201, due to lower metal

prices in 1999. 

Expenses decreased 0.5 percent in 1999 to $533.0 million from $535.7 million in 1998. Expenses on a per ton

basis declined 7.0 percent to $160 in 1999 from $172 in 1998. The average number of employees decreased

3 percent from 1998 to 1999, and tons shipped per employee increased from 590 tons to 650 tons.

Operating profit was $97.1 million in 1999 and $96.0 million in 1998. Operating profit was negatively

impacted by plant closure costs of $3.6 million, offset in part by a $1.8 million gain on the sale of real estate

in 1999. Operating profit benefited from a $5.9 million gain on the sale of Inland Engineered Materials

Corporation in 1998. Excluding these items in both periods, operating profit increased 9.8 percent to

$98.9 million in 1999 from $90.1 million in 1998. 

Other revenues and expense, including interest income, declined to $1.0 million in 1999 from $20.6 million

in 1998 as the average cash and cash equivalents balance declined following the 1998 common stock repur-

chase program. Interest and other expense on debt decreased to $24.2 million in 1999 from $33.6 million

in the previous year. The decrease was primarily due to the early retirement of the Company’s 10.23%

subordinating voting note and ESOP notes in the second half of 1998. 

Income taxes increased to $34.8 million in 1999 from $30.6 million in 1998. The effective tax rate was 

47.1 percent in 1999 compared with 36.9 percent in 1998, due to an increase in non-tax-deductible losses

and expenses in relationship to pretax income.

Diluted earnings per share from continuing operations were $1.56 in 1999, compared with $0.99 in 1998.

Diluted earnings per share in 1998, including the net gain on the sale of Inland Steel Company, were $13.04.

For 1999, the average number of shares of common stock declined to 24.6 million from 41.7 million shares

in 1998 due to the 1998 tender offer, redemption of Series E ESOP convertible preferred stock, and open

market repurchases.



Ryerson Tull, Inc.and Subsidiary Companies12

MANAGEMENT’S DISCUSSION OF OPERATIONS AND FINANCIAL CONDITION (CONT.)

LIQUIDITY AND FINANCING
The Company finished 2000 with cash and cash equivalents of 
$23.8 million, compared with $39.5 million at year-end 1999. Short-
term bank borrowing was $97.0 million at year-end 2000, and zero at
year-end 1999. Net cash used for operating activities was $62.7 million
in 2000, compared with net cash provided from operating activities of
$38.6 million in 1999. The change was due to a year-to-year reduction
in earnings and an increase in working capital requirements.

The Company ended 2000 with a committed bank revolving credit
facility that extended until September 5, 2002. During 2000, maximum
borrowings under this line were $188 million, compared with $45 million
the previous year. The revolving credit agreement contains covenants
that, among other things, limit the amount of dividends and restrict
the amount of additional debt. The maximum amount of dividends
that could have been paid as of December 31, 2000 was $93 million.
Additionally the revolving credit agreement contains financial
covenants, including minimum levels of stockholders’ equity, a leverage
ratio, and a fixed charge coverage ratio. Due to fourth-quarter results,
the Company was in technical default of the fixed charge coverage
ratio under its revolving credit facility. The banks granted a temporary
waiver of the default, in connection with which the amount available
under the Company’s credit facility was reduced from $250 million to
$125 million. On February 22, 2001, the Company revised its revolving
credit agreement terms with its banks and is no longer in technical
default. Included in the revised terms were a change of the credit line
to $150 million, collateralization with the Company’s inventory, and
an adjustment of the interest rate to market, which at that date was
approximately one percentage point higher than the rate under the
previous agreement. The maximum amount of dividends that could
then be paid was $65 million. In addition, the Company is working
with its banks and other lenders to put in place financing to retire the
$142 million of RT Notes due in July 2001. The Company anticipates
that such financing will be in place in advance of the July 2001 Notes
payment.

The indenture under which RT issued $250 million of debt in 1996 
(“RT Notes”) contains covenants limiting, among other things, the
creation of secured indebtedness, sale and leaseback transactions, the
repurchase of capital stock, transactions with affiliates and mergers,
consolidations, and certain sales of assets. In addition, the RT Notes
restrict the payment of dividends, although to a lesser extent than the
bank credit facility described above. Effective with the merger of RT and
the Company on February 26, 1999, the Company assumed the Notes.
During 2000, the Company purchased and retired $8 million of the
$150 million 8.5% Notes maturing on July 15, 2001.

The Company believes that its present cash position, cash flow
anticipated from operations, and cash available from the above facilities
will provide sufficient liquidity to fund its capital program, repay the
Notes due in July, and meet any operating cash requirements that
may arise for at least the next two years. Should the Company fail to
complete the financing necessary to retire the Notes in July prior to
their coming due, the Company believes it could generate sufficient
cash to repay the Notes by aggressively reducing inventory levels,
delaying capital expenditures, and delaying some other cash outflows.  

The ratio of the Company’s long-term debt, including the portion
due within one year, to total capitalization was 26 percent at December
31, 2000, compared with 27 percent at year-end 1999. On January 30,
2001, the Company was notified that Moody’s had lowered its rating
on the Ryerson Tull Notes from Baa3 to Ba1.

CAPITAL EXPENDITURES
Capital expenditures during 2000 totaled $34.7 million, compared with
$31.6 million in 1999. Capital expenditures were primarily for buildings,
machinery, and equipment.

The Company anticipates capital expenditures, excluding acquisi-
tions, to be in the range of $30 million to $40 million in 2001, thereby
continuing to maintain or improve the Company’s processing capacity.

RESTRUCTURING
In late 1999, the Company formed a team to study its organization and
business processes to determine changes necessary to best achieve
growth and profitability goals. As a result of this study, facilities and
services were consolidated, including the closing of regional offices in
Pennsylvania and Washington State. Certain functions were consoli-
dated, while resources were reallocated to higher-growth areas. During
the second quarter of 2000, the Company recorded a $23.3 million
restructuring provision. By year end, the restructuring activities were
substantially completed, with the remaining reserve balance of $7.7
million mainly related to tenancy costs.

ISC SALE CONTINGENCIES
Pursuant to the ISC/Ispat Merger Agreement, the Company agreed
to indemnify Ispat for losses, if they should arise, exceeding certain
minimum amounts in connection with breaches of representations
and warranties contained in the ISC/Ispat Merger Agreement and for
expenditures and losses, if they should arise, relating to certain environ-
mental liabilities exceeding, in most instances, minimum amounts. The
maximum liability for which the Company can be responsible with
respect to such obligations is $90 million in the aggregate. There are also
certain other covenant commitments made by the Company contained
in the ISC/Ispat Merger Agreement which are not subject to a maximum
amount. In general, Ispat must have made indemnification claims with
respect to breaches of representations and warranties prior to March
31, 2000; however, claims relating to breaches of representations and
warranties related to tax matters and certain organizational matters
must be made within 90 days after the expiration of the applicable
statute of limitations, and claims with respect to breaches of repre-
sentations and warranties related to environmental matters must be
made prior to July 16, 2003. Ispat has advised the Company of certain
environmental expenses, which Ispat has incurred, and of certain
environmental claims, but the Company has not made any indemnifi-
cation payments to Ispat. The Company has purchased environmental
insurance with coverage up to $90 million covering certain environ-
mental matters payable directly to Ispat and ISC.

DEBT RATINGS AT YEAR END 2000 1999

Ryerson Tull Notes

Moody’s Baa3 Baa3

Standard & Poor’s BBB – BBB
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As part of the ISC/Ispat Transaction, the Inland Steel Industries
Pension Plan (the “ISC Pension Plan”), in which employees of both ISC
and the Company participated, was transferred to ISC. The Company’s
remaining employees that formerly had participated in the ISC Pension
Plan became participants in Ryerson Tull’s pension plan. The ISC
Pension Plan has unfunded benefit liabilities on a termination basis, as
determined by the Pension Benefit Guaranty Corporation (“PBGC”),
an agency of the U.S. government. As a condition to completing the
ISC/Ispat Transaction, Ispat, ISC, RT and the Company entered into an
agreement with the PBGC to provide certain financial commitments to
reduce the underfunding of the ISC Pension Plan and to secure ISC
Pension Plan unfunded benefit liabilities on a termination basis. These
requirements include a RT guaranty of $50 million, for five years, of the
obligations of Ispat and ISC to the PBGC in the event of a distress or
involuntary termination of the ISC Pension Plan. The guaranty is included
in the $90 million limit on the Company’s indemnification obligations.

By letter dated May 11, 1999, Ispat advised the Company of its
involvement in a civil lawsuit and federal criminal grand jury pro-
ceeding in Louisiana and notified the Company of its intention to seek
indemnification from the Company in connection with the Louisiana
proceedings. In letters dated March 31, 2000, Ispat notified the
Company that Ispat was asserting claims against the Company under
the Merger Agreement related to certain pension liabilities, insurance
premiums, property taxes, environmental matters, intellectual property
and the Louisiana proceedings. On January 17, 2001, Ispat announced
that it had reached agreement on the resolution of the Louisiana pro-
ceedings. To resolve the matter, Ispat has agreed to pay $15 million,
one half of the total settlement among the United States Federal
Government, the State of Louisiana and the defendants in the civil
lawsuit. The settlement has been approved by the U.S. District Court
in Baton Rouge, Louisiana. Ispat has made a demand on the
Company for indemnification of the $15 million settlement amount.
The Company disputes Ispat’s claim and will attempt to resolve the
dispute through negotiations. At year-end 2000, the Company recorded
a $7.5 million pretax charge for the potential exposure related to the
Louisiana proceedings. 

The Company is unable to determine Ispat’s right to indemnification
under the Merger Agreement or whether any of the claims discussed
above would, individually or in the aggregate, have a material adverse
effect on the Company’s financial condition or results of operations.

OTHER MATTERS
On December 31, 2000, in addition to the $16.2 million receivable from
the Indiana coil converter (as discussed in the Management’s Discussion
of Operations and Financial Condition—Expenses) which had been
fully reserved for, the Company had approximately $6 million of inven-
tory at the converter’s site for processing. The Company claims title to
this inventory, which claim could be challenged in the coil converter’s
bankruptcy case. The Company cannot predict the outcome of such
challenge should it occur.

In March 2000, the Company and Altos Hornos de Mexico, S.A. de
C.V. (“AHMSA”) entered into an agreement to sell the Company’s 50
percent interest in their joint venture to AHMSA for $15 million, with
payment due in July 2000. At December 31, 2000, the Company had not
received payment under the agreement. The Company and AHMSA
have continued discussions and, although there are no assurances, the
Company expects to consummate the sale. 

RECENT ACCOUNTING PRONOUNCEMENTS
In June 1998, the Financial Accounting Standards Board issued
Statement of Financial Accounting Standards No. 133 (“SFAS 133”),
“Accounting for Derivative Instruments and Hedging Activities.”  SFAS
133 requires the recognition of all derivatives in the balance sheet as
either assets or liabilities, measured at fair value. The statement also
requires a company to recognize changes in the derivatives’ fair value
currently in earnings unless it meets specific hedge accounting criteria.
The Company expects to adopt SFAS 133 in the first quarter of 2001.
Management does not expect the adoption of SFAS 133 to have a
material impact on the Company’s consolidated financial statements.
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FINANCIAL RESPONSIBILITY

Senior management is responsible for the integrity and objectivity of the financial data reported by Ryerson Tull,
Inc. and its subsidiary companies. The accompanying financial statements have been prepared in conformity
with generally accepted accounting principles, and in management’s judgment reflect fairly the consolidated
financial position, cash flows, and results of operations of Ryerson Tull and its subsidiary companies.

The Company maintains systems of internal accounting controls and procedures to provide 
reasonable assurance of the safeguarding and accountability of Company assets, and to ensure that its financial
records provide a reliable basis for the preparation of financial statements and other data.

Internal accounting control is maintained through:

• The ongoing activities of corporate staff, line officers, and accounting management to
monitor the adequacy of internal accounting control systems throughout the Company

• The selection and proper training of qualified personnel
• The appropriate separation of duties in organizational arrangements
• The establishment and communication of accounting and business policies together 

with procedures for their implementation
• The use of an ongoing program of internal auditing
• The use of a detailed budgeting system to ensure that expenditures are properly 

approved and charged

The Audit Committee annually recommends to the Board of Directors the appointment of a firm of
independent auditors to audit the annual financial statements for the Board’s approval. The current report of
the independent auditors appears below. The principal role of the Audit Committee of the Board of Directors
(consisting entirely of non-management Directors) is to review the conclusions reached by management in
its evaluation of internal accounting controls, approve the scope of audit programs, and evaluate audit results
of both independent accountants and internal auditors. Both groups have unrestricted access to the Audit
Committee, without the presence of management.

To the Board of Directors and Stockholders of Ryerson Tull, Inc. 

In our opinion, the consolidated financial statements on pages 16 through 29 present fairly, in all material
respects, the financial position of Ryerson Tull, Inc. (formerly Inland Steel Industries, Inc.) and subsidiary
companies at December 31, 2000 and 1999, and the results of their operations and their cash flows for each
of the three years in the period ended December 31, 2000, in conformity with accounting principles generally
accepted in the United States of America. These financial statements are the responsibility of the Company’s
management; our responsibility is to express an opinion on these financial statements based on our audits.
We conducted our audits of these statements in accordance with auditing standards generally accepted in the
United States of America, which require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting
principles used and significant estimates made by management, and evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion. 

Chicago, Illinois

February 22, 2001

REPORT OF INDEPENDENT AUDITORS
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CONSOLIDATED STATEMENTS OF OPERATIONS AND REINVESTED EARNINGS

Dollars in millions, except per share data 2000 1999 1998

Net sales $ 2,862.4 $ 2,763.5 $ 2,782.7
Cost of materials sold 2,292.7 2,131.6 2,156.9

Gross profit 569.7 631.9 625.8
Operating expense 518.6 500.9 502.5
Depreciation and amortization 31.8 32.1 33.2
Restructuring and plant closure costs 27.8 3.6 —
Pension curtailment gain (4.4) — —
Gain on sale of assets — (1.8) (5.9)

Operating profit (loss) (4.1) 97.1 96.0
Other expense:

Other revenue and expense, including interest income 0.3 1.0 20.6
Interest and other expense on debt (29.7) (24.2) (33.6)

Income (loss) before income taxes, minority interest,
discontinued operations, and extraordinary loss (33.5) 73.9 83.0

Provision (benefit) for income taxes (Note 12) (8.4) 34.8 30.6
Income (loss) before minority interest, discontinued operations, 

and extraordinary loss (25.1) 39.1 52.4
Minority interest in RT — 0.7 4.7
Income (loss) from continuing operations (25.1) 38.4 47.7
Discontinued operations–Inland Steel Company:

Income from operations (net of tax of $7.9) — — 13.8
Gain (loss) on sale (net of tax of $2.7 cr. in 2000 and $76.9 in 1998) (4.8) 17.3 510.8

Income (loss) before extraordinary loss (29.9) 55.7 572.3
Extraordinary loss on early retirement of debt (net of tax of $7.1 cr.) — — (21.4)
Net income (loss) (29.9) 55.7 550.9
Dividend requirements for preferred stock (net of tax benefits 

related to leveraged ESOP shares) 0.2 0.2 6.9
Net income (loss) applicable to common stock $ (30.1) $ 55.5 $ 544.0
Per share of common stock:

Basic:
Income (loss) from continuing operations $ (1.03) $ 1.56 $ 1.03
Inland Steel Company – discontinued operations — — 0.35

– gain (loss) on sale (0.19) 0.71 12.95
Extraordinary loss on early retirement of debt — — (0.54)
Basic earnings (loss) per share $ (1.22) $ 2.27 $ 13.79

Diluted:
Income (loss) from continuing operations $ (1.03) $ 1.56 $ 0.99
Inland Steel Company – discontinued operations — — 0.33

– gain (loss) on sale (0.19) 0.70 12.23
Extraordinary loss on early retirement of debt — — (0.51)
Diluted earnings (loss) per share $ (1.22) $ 2.26 $ 13.04

Retained earnings (accumulated deficit) at beginning of year $ 541.8 $ 491.2 $ (45.6)
Net income (loss) for the year (29.9) 55.7 550.9
Dividends declared:

Common ($0.20 per share) (4.9) (4.9) (7.2)
Preferred (Note 6) (0.2) (0.2) (6.9)

Retained earnings at end of year $ 506.8 $ 541.8 $ 491.2

See Notes to Consolidated Financial Statements on pages 21–29.

YEARS ENDED DECEMBER 31
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CONSOLIDATED STATEMENT OF CASH FLOWS

Dollars in millions 2000 1999 1998

Operating Activities
Net income (loss) $ (29.9) $ 55.7 $ 550.9
Adjustments to reconcile net income (loss) to net cash provided by 

(used for) operating activities:
Income from discontinued operations — — (13.8)
Depreciation and amortization 31.8 32.1 33.2
Deferred income taxes (12.8) 27.6 2.8
Deferred employee benefit cost (6.2) (5.9) 0.4
Stock issued for coverage of employee benefit plans — — 39.4
Restructuring and plant closure costs 27.8 3.6 —
(Gain) loss from sale of ISC, net of tax 4.8 (17.3) (510.8)
Gain from sale of assets — (1.8) (5.9)
Change in:

Receivables 22.5 (7.7) 21.7
Inventories (25.1) (8.2) (77.5)
Accounts payable (63.6) (13.7) 7.4
Other accrued liabilities (18.0) (28.5) (78.4)

Other items 6.0 2.7 1.6
Net adjustments (32.8) (17.1) (579.9)
Net cash provided by (used for) operating activities (62.7) 38.6 (29.0)

Investing Activities
Capital expenditures (34.7) (31.6) (40.1)
Acquisitions (Note 13) — (66.0) (7.7)
Investments in and advances to joint ventures, net — — (4.2)
Proceeds from sales of assets 4.7 9.4 919.8

Net cash provided by (used for) investing activities (30.0) (88.2) 867.8

Financing Activities
Long-term debt retired (14.8) — (202.8)
Net short-term borrowing 97.0 — —
Redemption of Series E Preferred Stock — — (81.7)
Dividends paid (5.1) (5.1) (17.5)
Acquisition of treasury stock (0.1) (5.4) (839.6)

Net cash provided by (used for) financing activities 77.0 (10.5) (1,141.6)
Cash provided by discontinued operations — — 279.4
Net decrease in cash and cash equivalents (15.7) (60.1) (23.4)
Cash and cash equivalents–beginning of year 39.5 99.6 123.0
Cash and cash equivalents–end of year $ 23.8 $ 39.5 $ 99.6

Supplemental Disclosures
Cash paid during the year for:

Interest $ 28.7 $ 23.8 $ 32.8
Income taxes, net 9.5 22.5 63.4

See Notes to Consolidated Financial Statements on pages 21–29.

INCREASE (DECREASE)  IN CASH, YEARS ENDED DECEMBER 31
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CONSOLIDATED BALANCE SHEET

Dollars in millions 2000 1999

Assets
Current assets:

Cash and cash equivalents $ 23.8 $ 39.5
Receivables less provision for allowances, claims, and 

doubtful accounts of $24.5 and $7.2, respectively 285.4 307.9
Inventories (Note 2) 567.8 542.7
Total current assets 877.0 890.1

Investments and advances 22.3 30.0
Property, plant and equipment, at cost, less accumulated 

depreciation (see details on page 19) 274.7 273.2
Deferred income taxes (Note 12) 69.4 56.4
Prepaid pension costs (Note 10) 23.5 19.7
Excess of cost over net assets acquired, less accumulated 

amortization of $35.6 and $24.1, respectively 96.5 108.0
Deferred charges and other assets 8.7 9.8

Total assets $ 1,372.1 $ 1,387.2

Liabilities
Current liabilities:

Accounts payable $ 137.6 $ 201.2
Accrued liabilities:

Salaries, wages and commissions 19.4 25.7
Taxes 22.6 25.7
Interest on debt 10.5 10.2
Other accrued liabilities 28.3 13.6
Deferred income taxes (Note 12) 0.8 3.2

Short-term borrowing (Note 3) 97.0 —
Long-term debt due within one year (Note 4) 142.5 —
Total current liabilities 458.7 279.6

Long-term debt (see details on page 19 and Note 4) 100.7 258.8
Deferred employee benefits (Note 10) 151.0 151.0

Total liabilities 710.4 689.4
Commitments and contingencies (Note 15) — —

Stockholders’ Equity
Preferred stock, $1.00 par value, 15,000,000 shares authorized for all series, 

aggregate liquidation value of $3.5 in 2000 and 1999 (Notes 5 and 6) 0.1 0.1
Common stock, $1.00 par value; authorized–100,000,000 shares; 

issued–50,556,350 shares (Notes 6 through 8) 50.6 50.6
Capital in excess of par value (Note 6) 862.8 863.3
Retained earnings 506.8 541.8
Restricted stock awards (0.2) (0.4)
Treasury stock at cost –Common stock of 25,782,477 shares in 2000 and 

25,782,759 shares in 1999 (754.1) (754.7)
Accumulated other comprehensive income (Note 6) (4.3) (2.9)

Total stockholders’ equity 661.7 697.8
Total liabilities and stockholders’ equity $ 1,372.1 $ 1,387.2

See Notes to Consolidated Financial Statements on pages 21–29.

AT DECEMBER 31
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

SCHEDULES TO CONSOLIDATED FINANCIAL STATEMENTS

Dollars in millions 2000 1999

Property, Plant and Equipment
Land and land improvements $ 28.7 $ 29.0
Buildings, machinery and equipment 564.6 545.8
Transportation equipment 3.4 4.2

Total 596.7 579.0
Less accumulated depreciation 322.0 305.8

Net property, plant and equipment $ 274.7 $ 273.2

Long-Term Debt
Ryerson Tull, Inc.:

Notes, 8.5%, due July 15, 2001 $ — $ 151.0
Notes, 9.125%, due July 15, 2006 100.7 100.8

Joseph T. Ryerson & Son, Inc.:
Obligation for Industrial Revenue Bond with floating rate, 

set weekly, based on 13-week Treasury bills — 7.0
Total long-term debt $ 100.7 $ 258.8

AT DECEMBER 31

Dollars in millions 2000 1999 1998

Net income (loss) $ (29.9) $ 55.7 $ 550.9
Other comprehensive income:

Foreign currency translation adjustments (1.4) 0.4 —
Minimum pension liability adjustment, net of tax of $18.3 in 1999

and $18.3 cr. in 1998 — 26.9 (26.9)
Comprehensive income (loss) $ (31.3) $ 83.0 $ 524.0

YEARS ENDED DECEMBER 31

See Notes to Consolidated Financial Statements on pages 21–29.
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STATEMENT OF ACCOUNTING AND FINANCIAL POLICIES

PRINCIPLES OF CONSOLIDATION
The consolidated financial statements include all domestic and foreign
subsidiaries that are more than 50-percent-owned and controlled. The
Company’s investments in less than majority-owned joint ventures are
accounted for under the equity method. Minority interest represents
outside shareholders’ 13 percent interest in RT prior to February 25, 1999.

REVENUE RECOGNITION
Revenue is recognized upon shipment of goods to customers.

PER SHARE RESULTS
Basic per share results are based on the weighted average number 
of common shares outstanding and take into account the dividend
requirements of preferred stock, net of tax benefits related to the
leveraged Series E ESOP Convertible Preferred shares. Diluted per
share results reflect the dilutive effect of outstanding stock options,
the further dilutive effect of the assumed conversion into common
stock of the outstanding shares of convertible preferred stock, and the
elimination of the related preferred stock dividends. Also reflected in
diluted earnings per common share is an adjustment for the additional
ESOP contribution, net of tax benefits, that would be necessary to
meet debt service requirements that would arise upon conversion of
the leveraged Series E ESOP Convertible Preferred Stock, due to the
excess of the preferred dividend over the common dividend. (See
Note 5 for additional information regarding the ESOP.)

CASH EQUIVALENTS  
Cash equivalents reflected in the financial statements are highly liquid,
short-term investments with maturities of three months or less that are
an integral part of the Company’s cash management portfolio.

INVENTORY VALUATION  
Inventories are valued at cost, which is not in excess of market. Cost
is determined by the last-in, first-out (“LIFO”) method.

PROPERTY, PLANT AND EQUIPMENT  
Property, plant and equipment is depreciated, for financial reporting
purposes, using the straight-line method over the estimated useful lives
of the assets. The provision for depreciation is based on the estimated
useful lives of the assets (45 years for buildings and 14.5 years for
machinery and equipment). Expenditures for normal repairs and
maintenance are charged against income in the period incurred.

EXCESS OF COST OVER NET ASSETS ACQUIRED  
The excess of cost over the fair value of net assets of businesses
acquired is being amortized over 25-year periods.

LONG-LIVED ASSETS  
Long-lived assets and certain identifiable intangibles held and used by
the Company are reviewed for impairment whenever events or changes
in circumstances indicate that the carrying amount of an asset may not
be recoverable. The Company estimates the future cash flows expected
to result from the use of the asset and its eventual disposition. If the
sum of the expected future cash flows (undiscounted and without
interest charges) is less than the carrying amount of the asset, an
impairment is recognized.

STOCK-BASED COMPENSATION  
Financial Accounting Standards Board (“FASB”) Statement No. 123,
“Accounting for Stock-Based Compensation,” encourages, but does
not require, companies to record compensation cost for stock-based
employee compensation plans at fair value. The Company has chosen
to continue to account for stock-based compensation using the intrinsic
value method prescribed in Accounting Principles Board Opinion No.
25, “Accounting for Stock Issued to Employees,” and related Interpre-
tations. Accordingly, compensation cost for stock options is measured
as the excess, if any, of the quoted market price of the Company’s
stock at the date of the grant over the amount an employee must pay
to acquire the stock. Compensation cost for stock appreciation rights
and performance equity units is recorded annually, based on the
quoted market price of the Company’s stock at the end of the period.

SHIPPING AND HANDLING FEES AND COSTS  
Shipping and handling fees and costs, primarily distribution costs,
are classified as an operating expense in the financial statements.
These costs totaled $77.7 million in 2000, $79.0 million in 1999, and
$79.8 million in 1998.

USE OF ESTIMATES 
The preparation of financial statements in conformity with generally
accepted accounting principles requires management to make estimates
and assumptions that affect the amounts reported in the consolidated
financial statements and related notes to financial statements. Changes
in such estimates may affect amounts reported in future periods. 

RECLASSIFICATION  
Certain items previously reported have been reclassified to conform
with the 2000 presentation.

SUMMARY BY QUARTER (UNAUDITED) 

1Q 2Q 3Q 4Q YEAR 1Q 2Q 3Q 4Q YEAR

Dollars in millions 1999 2000

Net sales $ 691.4 $ 708.1 $ 686.9 $ 677.1 $2,763.5 $ 786.3 $ 760.8 $ 695.6 $ 619.7 $2,862.4
Gross profit 157.6 165.0 156.9 152.4 631.9 166.0 149.9 135.8 118.0 569.7
Income (loss) from continuing 

operations before taxes 19.6 19.6 17.7 17.0 73.9 20.8 (16.7) (4.5) (33.1) (33.5)
Net income (loss) 9.8 27.6(1) 9.6 8.7 55.7 11.0 (13.6) (3.6) (23.7) (29.9)

Net income (loss) per common share:
Basic $ 0.42 $ 1.10(1) $ 0.38 $ 0.35 $ 2.27(2) $ 0.44 $ (0.55) $ (0.15) $ (0.96) $ (1.22)
Diluted 0.42 1.10(1) 0.38 0.34 2.26 0.44 (0.55) (0.15) (0.96) (1.22)

Market price per common share:
High $ 1913⁄16 $ 251⁄16 $ 233⁄4 $ 243⁄4 $ 251⁄16 $ 203⁄16 $ 151⁄2 $ 1011⁄16 $ 915⁄16 $ 203⁄16

Low 14 1411⁄16 18 7⁄8 18 14 123⁄8 85⁄8 85⁄8 615⁄16 615⁄16

Close 1411⁄16 229⁄16 231⁄8 19 7⁄16 19 7⁄16 151⁄2 103⁄8 9 7⁄16 81⁄4 81⁄4

(1) The second quarter of 1999 includes a favorable $17.3 million adjustment to taxes for the gain on the sale of Inland Steel Company, or $0.69 per share.
(2) Amounts for the quarters do not total to the amount reported for the year, due to differences in the average numbers of shares outstanding.
(3) The fourth quarter of 2000 includes a $16.2 million bad debt provision for a single customer, $9.3 million after tax, or $0.37 per share. See Note 15.
(4) The fourth quarter of 2000 includes a $4.8 million after-tax loss on the sale of Inland Steel Company, or $0.19 per share. See Note 15.

(3)
(4)

(3)
(4)
(3)
(4)

(3)



Ryerson Tull, Inc.and Subsidiary Companies 21

Note 1:  Reorganization and Recapitalization
On February 25, 1999, the Company and its majority-owned subsidiary,
Ryerson Tull, Inc. (“RT”), merged through the process of converting
each share of RT Class A common stock into 0.61 share of Company
common stock. After the merger, the Company changed its name from
Inland Steel Industries, Inc. to Ryerson Tull, Inc. All references to RT in
these financial statements refer to the pre-merger, majority-owned
subsidiary of the Company.

The merger was accounted for as a purchase for financial reporting
purposes. Under the purchase method of accounting, the assets and
liabilities of RT in proportion to the 13% minority interest were recorded
at their fair values at the effective time of the merger. 

On July 16, 1998, Ispat International N.V. (“Ispat”) acquired Inland
Steel Company (“ISC”), the Company’s wholly owned subsidiary that
constituted the steel manufacturing and related operations segment of
the Company’s consolidated operations, pursuant to an agreement and
plan of merger dated May 27, 1998, as amended as of July 16, 1998 (the
“Merger Agreement”), among the Company, ISC, Ispat, and Inland Merger
Sub, Inc. (an Ispat subsidiary). Pursuant to the merger, the Company
received $1.1 billion in cash in exchange for the outstanding common
stock and preferred stock of ISC and repayment of intercompany debt
of ISC held by the Company. The results of operations of ISC have been
segregated from the results of continuing operations and reported as a
separate item on the statement of operations. The Company’s primary
business is currently metals distribution and processing. 

In the second quarter of 1999, the Company reported a favorable
$17.3 million adjustment to taxes for the gain on the sale of ISC.

ISC’s revenues, including intercompany sales, were $1,310.0 million
through July 16, 1998, the date of the ISC/Ispat Transaction.

Subsequent to the completion of the ISC/Ispat Transaction, the
Company undertook a Dutch auction self-tender program that resulted
in its repurchase of approximately 26.5 million shares at $30 per share
in 1998. Additionally, in 1998, 1.8 million common shares were repur-
chased in the open market for approximately $35 million, following
the completion of the self-tender program.

During the third quarter of 1998, the Company elected to prepay its
$100 million Subordinated Voting Note held by an affiliate of Nippon
Steel Corporation. The Company recognized an after-tax loss on the
prepayment of the debt of $11.2 million.

During the fourth quarter of 1998, the Company redeemed all
remaining outstanding shares of its Series E Convertible Preferred
Stock (Note 5). The ESOP Trustee repaid all existing notes within the
Employee Stock Ownership Plan (“ESOP”) Trust. This termination
included the prepayment of ESOP Notes upon which the Company
recognized an after-tax loss of $10.2 million. 

Note 2:  Inventories
Inventories were classified on December 31 as follows:

Replacement costs for the LIFO inventories exceeded LIFO values by
approximately $41 million and $63 million on December 31, 2000 and
1999, respectively.

Note 3:  Borrowing Arrangements
On December 31, 2000, the Company had $97 million outstanding under
its revolving credit facility. The facility, which extends to September 2002,

requires compliance with various financial covenants including mini-
mum net worth and leverage ratios. Due to fourth quarter results, the
Company was in technical default of the fixed charge coverage ratio
under its revolving credit agreement. The committed banks granted a
temporary waiver of the default, in connection with which the amount
available under the Company’s line was reduced from $250 million to
$125 million. On February 22, 2001, the Company revised its revolving
credit agreement terms with its banks and is no longer in technical
default. Included in the revised terms were a change of the credit line
to $150 million, collateralization with the Company’s inventory, and an
adjustment of the interest rate to market, which at that date was
approximately one percentage point higher than the rate under the
previous agreement. 

At year-end 2000, the weighted average interest rate on short-term
borrowings outstanding was 7.1 percent.

Note 4:  Long-Term Debt
In July 1996, RT sold $150 million of 8.5 percent Notes, due July 15, 2001,
and $100 million of 9.125 percent Notes, due July 15, 2006, in a public
offering. The indenture under which the Notes were issued contains
covenants limiting, among other things, the creation of secured
indebtedness, sale and leaseback transactions, the repurchase of capital
stock, transactions with affiliates, and mergers, consolidations, and
certain sales of assets. On February 26, 1999, the indenture trustee
agreed to a supplement to the indenture agreement allowing the
Company to succeed its subsidiary, RT, as obligee for the Notes.

On February 1, 2000, the Company’s subsidiary, Joseph T. Ryerson
& Son, Inc., redeemed its $7.0 million Industrial Revenue Bond obli-
gation. As a result, this subsidiary is no longer required to maintain
specified amounts of working capital and net worth and to meet
leverage tests as outlined in the loan agreement.

On June 21, 2000, the Company purchased and retired $4.8 million
of the $150 million 8.5% Notes maturing on July 15, 2001. On August 28,
2000, the Company purchased and retired an additional $3.0 million
of the $150 million 8.5% Notes.

Maturity of long-term debt due within five years is $142 million in
2001. See Note 15 regarding commitments and contingencies for other
scheduled payments.

Note 5:  Employee Stock Ownership Plan
The Company sponsored a 401(k) plan through which eligible salaried
employees could defer a portion of their salary. Through December
31, 1998, the Company matched the first five percent of each eligible
participant’s salary contributed, subject to certain IRS limitations. In July
1989, the Board of Directors amended this plan to include a leveraged
ESOP. The ESOP Trust purchased 3.1 million newly issued shares of
Series E ESOP Convertible Preferred Stock from the Company with the
proceeds of loans totaling $150 million. As a result, effective January 1,
1990, the Company’s matching contribution in the 401(k) plan was made
in shares of Series E ESOP Convertible Preferred Stock provided princi-
pally by the Company’s ESOP, supplemented as needed by newly
issued shares. The Company accounted for its ESOP in accordance
with American Institute of Certified Public Accountants Statement of
Position 76-3.

The Company made semiannual contributions to the ESOP equal
to the ESOP Trust’s debt service less dividends on leveraged shares
(shares purchased by the ESOP Trust in July 1989) received by the
ESOP Trust. All dividends received by the ESOP Trust were used to pay
debt service. Dividends on Series E ESOP Convertible Preferred Stock
were recorded when declared as reductions to retained earnings, net of
applicable tax benefits on unallocated shares. Dividends on allocated

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Dollars in millions 2000 1999

In process and finished products $ 567.6 $ 542.4
Supplies 0.2 0.3
Total $ 567.8 $ 542.7
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leveraged shares were replaced with additional Series E ESOP
Convertible Preferred shares. Dividends on unallocated leveraged
shares served to reduce interest expense recognized by the Company.

Effective January 1, 1998, salaried employees at RT no longer
participated in the above-described plan. At that date, RT established a
new savings plan to which RT employees’ account balances, including
Series E ESOP Convertible Preferred shares, were transferred. The
employer matching contribution in the savings plan was made in cash
and such participants no longer received shares, except for dividend
replacement shares, which continued to be allocated to their accounts,
consistent with plan provisions. Compensation expense recognized at RT
was not materially affected as a result of the change in savings plans. 

Upon completion of the ISC/Ispat Transaction, ISC salaried employees
no longer participated in the ESOP. The Company redeemed 1.1 million
shares of Series E Preferred Stock held in the 401(k) plan accounts of
ISC employees prior to the transfer of account balances to a savings
plan sponsored by Ispat. 

With ISC and RT employees no longer participating, there were
very few participants remaining in this 401(k) plan. During the fourth
quarter of 1998, the Company requested that the plan trustee repay
all existing Notes of the ESOP Trust. The Company redeemed all
outstanding Series E Preferred Stock. The Trust used the proceeds of
unallocated shares and additional contributions from the Company to
repay the Notes. The Company was required to recognize an extraor-
dinary loss during the fourth quarter as a result of the early retirement
of this debt (Note 1). At December 31, 1998, the Company’s 401(k)
plan merged with RT’s savings plan.

In 1998, the ESOP Trust received $5.2 million in dividends and 
$8.2 million in contributions from the Company to make required
scheduled principal and interest payments.

As principal and interest payments were made, Series E ESOP
Convertible Preferred shares were made available for allocation based
on the proportion of current payments to the total of current plus
future payments. As shares were allocated, the Company recorded
compensation expense equal to the original stated value of the shares
of Series E ESOP Convertible Preferred Stock allocated to the partici-
pants during the period. Compensation expense related to the ESOP
recognized by the Company totaled $3.3 million in 1998. 

Interest expense was recognized as it was incurred by the ESOP Trust.
Interest expense incurred by the ESOP Trust totaled $6.6 million in 1998. 

Note:  6  Capital  Stock and Accumulated Other Comprehensive Income
On December 31, 2000, 3,932,585 shares of common stock remained
reserved for issuance under the Company’s various stock plans and
upon conversion of shares of preferred stock.

The Series A $2.40 Cumulative Convertible Preferred Stock, $1.00
par value per share (“Series A Preferred Stock”), is convertible into
common stock at the rate of one share of common stock for each
share of Series A Preferred Stock and is redeemable, at the Company’s
option, at $44 per share, plus any accrued and unpaid dividends. Each
such share is entitled to one vote and generally votes together with
holders of common stocks as one class.

Shares of Series E Preferred Stock, $1.00 par value per share, entitled
the holder to cumulative annual dividends of $3.523 per share, payable
semi-annually, and to 1.25 votes per share. Shares of Series E ESOP
Convertible Preferred Stock were convertible into the Company’s
common stock on a one-for-one basis. During the fourth quarter of
1998, all outstanding shares of Series E ESOP Convertible Preferred
Stock were redeemed.

The following table details changes in capital accounts:

Capital in Accumulated Other
Preferred Stock Preferred Stock Excess of Comprehensive

Common Stock Treasury Stock Series A Series E Par Value Income

Foreign Minimum
Currency Pension

Shares in thousands and dollars in millions Shares Dollars Shares Dollars Shares Dollars Shares Dollars Dollars Translation Liability

Balance at January 1, 1998 50,556 $ 50.6 (1,558) $ (40.5) 94 $ 0.1 3,015 $ 3.0 $ 1,032.5 $ (3.3) $ —
Tender offer buy-back — — (26,485) (797.7) — — — — — — —
Acquisition of treasury stock — — (2,089) (41.9) — — — — — — —
Issued under employee benefit plans — — 1,395 36.7 10 — (2.5) — —
Redemption of Series E Preferred stock — — — — — (3,025) (3.0) (144.0) — —
Conversion of Series A Preferred stock — — 12 0.3 (12) — — — (0.4) — —
Minimum pension liability 

(net of tax of $18.3 cr.) — — — — — — — — — — (26.9)
Other changes — — (74) (2.2) — — — — 11.6 — —
Balance at December 31, 1998 50,556 50.6 (28,799) (845.3) 82 0.1 — — 897.2 (3.3) (26.9)

Conversion of RT Class A Common stock — — 3,265 95.6 — — — — (33.7) — —
Acquisition of treasury stock — — (264) (5.4) — — — — — — —
Issued under employee stock plans — — 6 0.2 — — — — (0.1) — —
Minimum pension liability 

(net of tax of $18.3) — — — — — — — — — — 26.9
Foreign currency translation — — — — — — — — — 0.4 —
Other changes — — 9 0.2 — — — — (0.1) — —

Balance at December 31, 1999 50,556 50.6 (25,783) (754.7) 82 0.1 — — 863.3 (2.9) —
Acquisition of treasury stock — — (3) (0.1) — — — — — — —
Issued under employee stock plans — — (2) — — — — — (0.1) — —
Conversion of Series A Preferred stock — — 1 0.1 (1) — — — — — —
Foreign currency translation — — — — — — — — — (1.4) —
Other changes — — 5 0.6 — — — — (0.4) — —

Balance at December 31, 2000 50,556 $ 50.6 (25,782) $ (754.1) 81 $ 0.1 — $ — $ 862.8 $ (4.3) $ —



Ryerson Tull, Inc.and Subsidiary Companies 23

Note 7:  Stock Option Plans
The Company has adopted the disclosure-only provisions of FASB
Statement No. 123, “Accounting for Stock-Based Compensation.”
Accordingly, no compensation cost has been recognized for the stock
option plans. Had compensation cost for the option plans been deter-
mined, based on the fair value at the grant date for awards in 2000,
1999, and 1998, consistent with the provisions of FASB Statement No.
123, the Company’s net income and earnings per share would have
been reduced to the pro forma amounts indicated below:

The fair value of each option grant is estimated on the date of grant
using the Black-Scholes option-pricing model with the following
weighted-average assumptions used for grants in 2000: dividend yield
of 1.00%; expected volatility of 43.59%; risk-free interest rate of 6.69%;
and expected term of five years. 

In March 1999, after the merger of the Company and RT, the
Compensation Committee of the Board of Directors of the Company
authorized the substitution of Company common stock options for RT
common stock options. As the exercise price of substituted options
exceeded the then current market price of Company stock, and all other
terms of the options remained unchanged, there was no material
increase in value to the employees, resulting from the substitution,
and no material increase in cost to the Company. Company stock
options totaling 1,005,375 were substituted for 1,648,297 RT stock
options. Options substituted retain their originally granted vesting
schedules. During 1998, RT granted options to employees under a
separate plan. 87 percent of the compensation cost for these options,
had they been determined on the fair value at the grant date, consis-
tent with the provisions of FASB Statement No. 123, is included in the
above pro forma numbers.

Company Plan
The 1999 Incentive Stock Plan, approved by stockholders on April 28,
1999, provides for the issuance, pursuant to options and other awards,
of 1.0 million shares of common stock, plus shares available for
issuance under the 1995 and 1992 Incentive Stock Plans, to officers and
other key employees. As of December 31, 2000, a total of 1,330,544
shares were available for future grants under the Plan. Options remain
outstanding and exercisable under the 1995 and 1992 Incentive Stock
Plans; however, no further options may be granted under these plans.
Under the various plans, the per share option exercise price may not
be less than 100 percent of the fair market value per share on the date
of grant. Generally, options become exercisable over a three-year
period with one-third becoming fully exercisable at the end of each
year. Options expire ten years from the date of grant. During 2000,
options were granted to 13 executive officers under the 1999 Plan.
The following summarizes the status of options under the plans for
the periods indicated:

Dollars in millions (except per share data) 2000 1999 1998

Net income (loss)–as reported $ (29.9) $ 55.7 $ 550.9
Net income (loss)–pro forma $ (32.8) $ 53.0 $ 547.0
Earnings per share–as reported $ (1.22) $ 2.27 $ 13.79
Earnings per share–pro forma $ (1.34) $ 2.16 $ 13.69

The weighted-average fair value of options granted during 2000 was
$8.42.

Weighted-
Option Exercise Average

Number of Price or Range Exercise
Shares Per Share Price

Options (granted and unexercised) 
at December 31, 1997 
(1,978,823 exercisable) 2,585,236 $ 21.38 - 39.75 $ 27.72

Granted 205,000 18.16 - 19.22 18.83
Exercised (1,214,950) 19.22 - 28.50 24.26
Forfeited (9,700) 24.69 - 33.75 26.49
Expired (210,104) 25.50 - 39.75 35.53

Options (granted and unexercised)
at December 31, 1998
(1,280,482 exercisable) 1,355,482 18.16 - 39.75 28.14

Granted 433,500 16.03 - 24.81 16.73
Exercised — — —
Forfeited (171,797) 17.13 - 39.75 25.77
Expired (690,524) 21.38 - 53.49 30.71
Substituted for RT options 1,005,375 21.93 - 53.49 30.87

Options (granted and unexercised)
at December 31, 1999
(1,262,170 exercisable) 1,932,036 16.03 - 48.44 26.29

Granted 450,100 12.13 - 19.56 19.47
Exercised — — —
Forfeited (30,919) 17.13 - 45.42 27.70
Expired (144,434) 21.38 - 45.42 32.44

Options (granted and unexercised)
at December 31, 2000
(1,402,360 exercisable) 2,206,783 12.13 - 48.44 24.48



Ryerson Tull, Inc.and Subsidiary Companies24

Stock appreciation rights (“SARs”) may also be granted with respect
to shares subject to outstanding options. No SAR has been granted
since 1990. SAR-compensation expense recorded by the Company was
not material for any of the last three years.

The 1999 Plan also provides, as did the 1995 and 1992 Plans, for the
granting of restricted stock and performance awards to officers and
other key employees. During 2000, performance awards totaling 56,800
shares were granted, while 3,014 shares subject to performance awards
were forfeited. Also during 2000, 2,440 shares of previously granted
restricted stock vested, while 7,252 shares were forfeited. No new
restricted stock was issued in 2000. During 1999, restricted stock
awards totaling 8,500 shares and performance awards totaling 55,000
shares were granted. Also, during 1999, 12,964 shares of previously
granted restricted stock awards vested, while 1,372 shares of restricted
stock awards were forfeited; 33,132 shares of restricted stock were
substituted for RT restricted stock; and 2,848 shares were issued to
recipients of performance awards previously granted, while 45,413
shares subject to performance awards were forfeited. During the first
half of 1998, ten restricted stock awards totaling 30,000 shares were
granted. At the effective time of the ISC/Ispat Transaction, 55,000 shares of
restricted stock awards, which represented all unvested restricted stock
awards and included the 1998 awards, vested. In addition, 276,760 per-
formance shares vested, while 9,020 performance shares were forfeited.

At December 31, 2000, there were 18,062 shares of restricted stock
granted, but not vested, and 14,752 shares from performance awards
earned, but not vested. 

Until July 31, 1998, the Company also sponsored an employee
stock purchase plan under which employees could utilize payroll
reductions to purchase stock at the end of six-month periods at a price
equal to 90 percent of the fair market value price on the last day of the
period. In 1998, employees received stock with a total value that was
approximately $60,000 greater than the price paid for the stock issued.
During the third quarter of 1998, the Company elected to terminate the
employee stock purchase plan.

Director Plan
The Ryerson Tull Directors’ 1999 Stock Option Plan (the “Directors’
Option Plan”) provides that each person who is a non-employee director
as of the close of each annual meeting, beginning with the 1999 annual
meeting, will be awarded a stock option for shares having a value of
$20,000 (based on the Black-Scholes option-pricing model) and an
exercise price equal to the fair market value of the Company’s common
stock on the date of grant. Individuals who become non-employee
directors other than at an annual meeting are at the time of their election
or appointment as non-employee directors awarded stock options for
shares having a value that is prorated to reflect a partial year’s service.
The options awarded under the Directors’ Option Plan may not be
exercised prior to the day after the six-month anniversary of the grant
date and expire no later than ten years after the date of grant. A total
of 300,000 shares of the Company’s common stock are reserved for
issuance under the Directors’ Option Plan.

On April 27, 2000, seven directors were granted a total of 26,180
option shares at an option price of $12.13. Half of the options vested
after six months with the remaining option shares vesting at the time
of the 2001 Annual Meeting of Stockholders.

RT Plan
The Ryerson Tull 1996 Incentive Stock Plan (the “RT Plan”) provided
for the issuance, pursuant to options and other awards, of 2.3 million
shares of RT common stock to officers and other key employees.
Under this plan, the per share option exercise price was not less than
100 percent of the fair market value per share on the date of grant.
With the completion of the merger of the Company and RT on
February 25, 1999, no further shares were, or will be issued under the
RT Plan. The following summarizes the status of RT options under the
RT Plan for the periods indicated:

The following table summarizes information about fixed-price stock options outstanding at December 31, 2000:

Options Outstanding Options Exercisable

Weighted- Weighted- Weighted-
Range of Number of Average Remaining Average Number of Average
Exercise Prices Shares Contractual Life Exercise Price Shares Exercise Price

$ 28.76 7,800 1 ⁄ 2 year $ 28.76 7,800 $ 28.76
25.50 to 34.31 44,102 1 year 31.02 44,102 31.02
26.13 to 35.16 71,259 2 years 32.25 71,259 32.25
30.88 135,800 3 years 30.88 135,800 30.88
41.55 to 48.44 81,782 3 years 42.80 81,782 42.80
28.50 to 38.35 168,513 4 years 33.09 168,513 33.09
22.69 to 33.22 304,255 5 years 31.43 304,255 31.43
23.05 174,830 6 years 23.05 174,830 23.05
19.22 to 25.82 263,020 7 years 21.69 188,136 21.61
32.07 17,080 7 years 32.07 11,444 32.07
16.03 to 24.81 482,542 8 years 16.82 209,489 17.04
19.56 to 20.56 450,300 9 years 19.60 4,950 20.66
12.13 5,500 9 years 12.13 — N/A
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The RT Plan provided that SARs may be granted with substantially
the same terms as the Company Plan. In 1998, SARs were granted
with respect to 90,000 shares payable in cash, except under limited
circumstances, at the rate of one SAR for each share subject to option. 

The Plan provided for the granting of restricted stock and perform-
ance awards to officers and other key employees. During 1998,
restricted stock awards totaling 31,750 shares were granted 46 key
employees. Performance awards totaling 91,800 shares were granted,
while shares totaling 81,911 were forfeited when performance thresh-
olds were not met. Also during 1998, 13,267 shares of previously
granted, restricted stock awards vested, while 2,500 shares of restricted
stock were forfeited.

Upon completion of the merger of the Company and RT, each RT
option, SAR, and restricted stock share was substituted by 0.61 share
of Company options and restricted stock. In addition, the exercise
price of each option was adjusted by dividing the pre-merger exercise
price per share of each RT option by 0.61.

Note 8:  Stockholder Rights Plan
Pursuant to a stockholder rights plan, on November 25, 1997, the
Company’s Board of Directors declared a dividend distribution, payable
to stockholders of record on December 17, 1997, of one preferred stock
purchase right (a “Right”) for each outstanding share of the Company’s
common stock. The Rights will expire December 17, 2007. On September
22, 1999, the stockholder rights plan was amended. Under this amended
Plan, the Rights will separate from the common stock, and a distribution
will occur upon the earlier of (i) ten days following an announcement that
a person or group has acquired beneficial ownership of 10% or more of
the outstanding common stock or the date a person enters an agreement
providing for certain acquisition transactions or (ii) ten business days
following publication of a tender or exchange offer that would result in
any person or group beneficially owning 10% or more of the common
stock (or a later date as the Board determines). Any person that publicly
announced prior to September 22, 1999 that it holds 10% or more of
the outstanding common stock (“Existing 10% Stockholder”) will not
cause a distribution to occur unless that person acquires additional
common stock, resulting in ownership of 15% or more. 

In the event that any person or group acquires 10% or more of the
outstanding shares of common stock (15% in the case of an Existing
10% Stockholder), each Right will entitle the holder, other than such
acquiring person or group, to purchase that number of shares of common
stock of the Company having a market value of twice the exercise
price of the Right. At any time thereafter, if the Company consummates
certain business combination transactions or sells substantially all of
its assets, each Right will entitle the holder, other than the person or
group acquiring 10% or more of the outstanding shares of common
stock, to purchase that number of shares of the surviving Company
stock, which at the time of the transaction would have a market value
of twice the exercise price of the Right. The preceding sentences will
not apply to (i) persons who acquire common stock pursuant to an
offer for all outstanding shares of common stock, which the independent
directors determine to be fair to and otherwise in the best interest of
the Company and its stockholders after receiving advice from one or
more investment banking firms and (ii) certain persons owning less
than 15% of the outstanding common stock (20% of the outstanding
common stock in the case of an Existing 10% Stockholder) who report
their ownership on Schedule 13G under the Securities Exchange Act
of 1934 or on Schedule 13D under the Exchange Act, provided that
they do not state any intention to or reserve the right to control or
influence the Company, and such persons certify that they acquired
their shares inadvertently and will not acquire any additional shares
of common stock. 

The Rights will not have voting rights and, subject to certain excep-
tions, will be redeemable at the option of the Company at a price of
one cent per Right (subject to adjustments) at any time prior to the
close of business on the fifteenth day following public announcement
that a person or group has acquired beneficial ownership of 10% or
more of the outstanding common stock or the date a person enters an
agreement providing for certain acquisition transactions. Any Rights
held by a person triggering a distribution date will become null and
void. The Board may exchange all or part of the Rights, except for
those acquired by the person or group acquiring 10% or more of the
outstanding shares of common stock, for shares of common or pre-
ferred stock of the Company. Until a Right is exercised, the holder will
have no rights as a stockholder. While the distribution of the Rights
will not be taxable to stockholders or the Company, stockholders may
recognize taxable income if the rights become exercisable.

Weighted-
Option Exercise Average

Number of Price or Range Exercise
Shares Per Share Price

Options (granted and unexercised)
at January 1, 1998
(713,514 exercisable) 1,332,085 $ 14.06 - 32.63 $ 20.67

Granted 421,500 13.38 - 19.56 13.79
Exercised (31,469) 14.06 - 20.93 17.86
Expired (20,881) 30.99 30.99
Forfeited (48,015) 13.38 - 32.63 20.98

Options (granted and unexercised)
at December 31, 1998
(920,176 exercisable) 1,653,220 13.38 - 32.63 18.83

Forfeited (4,923) 13.38 - 20.26 17.61
Substituted by Company options (1,648,297) 13.38 - 32.63 18.83

Options at December 31, 1999 — — —
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Note 9:  Derivatives and Fair  Value of  Financial  Instruments
The following methods and assumptions were used to estimate the fair
value of each class of financial instruments for which it is practicable
to estimate that value.

Derivatives
The Company has only limited involvement with derivative financial
instruments and does not use them for speculative or trading purposes.

Cash and Cash Equivalents
The carrying amount of cash equivalents approximates fair value
because of the short maturity of those instruments.

Long-Term Debt
The estimated fair value of the Company’s long-term debt and the
current portions thereof using quoted market prices of Company debt
securities recently traded and market-based prices of similar securities
for those securities not recently traded was $252 million at December
31, 2000 and $264 million at December 31, 1999, as compared with the
carrying value of $243 million and $259 million at year-end 2000 and
1999, respectively.

Note 10:  Retirement Benefits
Prior to January 1, 1998, the Company’s non-contributory defined
benefit pension plan covered certain employees, retirees, and their
beneficiaries. Benefits provided participants of the plan were based on
pay and years of service for salaried employees and years of service and
a fixed rate or a rate determined by job grade for all wage employees,
including employees under collective bargaining agreements.

Effective January 1, 1998, RT froze the benefits accrued under its
defined benefit pension plan (the “Ryerson Tull Pension Plan”) for certain
salaried employees, and instituted a defined contribution plan (the
“Ryerson Tull Savings Plan”). Effective March 31, 2000, benefits for
certain salaried employees of J. M. Tull Metals Company and AFCO
Metals under the Ryerson Tull Pension Plan were similarly frozen, with
the employees becoming participants in the Ryerson Tull Savings Plan.
Salaried employees vested in their benefits accrued under the defined
benefit plan at December 31, 1997, and March 31, 2000, respectively, are
entitled to those benefits upon retirement. Certain transition rules have
been established for those salaried employees meeting specified age
and service requirements. For 2000, 1999, and 1998, expense recognized
for such defined contribution plan was $6.5 million, $5.3 million, and
$4.6 million, respectively. 

As part of the ISC/Ispat Transaction, the Inland Steel Industries
Pension Plan (the “ISC Pension Plan”), in which employees of both ISC
and the Company participated, was transferred to ISC. The Company’s
remaining employees that formerly had participated in the ISC
Pension Plan became participants in the Company’s Pension Plan.

The Company has other deferred employee benefit plans, including
a supplemental pension plan, the liability for which totaled $8.1 million
at year-end 2000 and $6.5 million at year-end 1999.

The following tables provide reconciliations of benefit obligations
and fair value of plan assets of the Company plans as well as the funded
status and components of net periodic benefit costs for each period
related to each plan, including the supplemental pension plan. The
assumptions used to determine the following information related to
pension benefits and other postretirement benefits, primarily retired
health care, were as follows:

The data in the following tables pertain to continuing operations only:

2000 1999

Discount rate for calculating obligations 8.00% 7.75%
Discount rate for calculating net 

periodic benefit cost 7.75 6.75
Expected rate of return on plan assets 9.50 9.50
Rate of compensation increase 4.00 4.00

Years ended September 30

Pension Benefits Other Benefits

Dollars in millions 2000 1999 2000 1999

Change in Benefit Obligation
Benefit obligation at 

beginning of year $ 315 $ 336 $ 106 $ 105
Service cost 5 6 2 2
Interest cost 23 22 8 7
Plan amendments 2 3 (1) —
Actuarial (gain)/loss 12 (32) 25 (3)
Company restructuring 1 — 1 —
Curtailment (4) 1 — 1
Benefits paid (24) (21) (8) (6)

Benefit obligation at end of year $ 330 $ 315 $ 133 $ 106
Accumulated benefit 

obligation at end of year $ 328 $ 307 N/A N/A

Change in Plan Assets
Plan assets at fair value at 

beginning of year $ 325 $ 286 — —
Actual return on plan assets 67 49 — —
Employer contribution — 11 — —
Benefits paid (24) (21) — —

Plan assets at fair value 
at end of year $ 368 $ 325 — —

Reconciliation of Prepaid 
(Accrued) and Total Amount 
Recognized

Funded status $ 38 $ 10 $(133) $ (106)
Unrecognized net (gain)/loss (21) 4 5 (21)
Unrecognized prior service cost 7 6 (17) (18)
Prepaid (accrued) benefit cost 

at September 30 24 20 (145) (145)
Change in account, 

October –December — — 2 1
Net amount recognized 

at December 31 $ 24 $ 20 $(143) $ (144)

Amounts recognized in 
statement of financial 
position consist of:

Prepaid (accrued) benefit cost $ 24 $ 20 $(143) $ (144)
Accrued benefit liability — — — —
Intangible asset — — — —
Accumulated other 

comprehensive income — — — —
Net amount recognized $ 24 $ 20 $(143) $ (144)
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For measurement purposes, the annual rate of increase in the per
capita cost of covered health care benefits was 4.5 percent, the level at
which it is expected to remain.

The assumed health care cost trend rate has an effect on the amounts
reported for the health care plans. A one-percentage-point change in
the assumed health care cost trend rate would have the following
effects:

Note 11:  Restructuring Charge
During 2000, the Company recorded restructuring and plant closure
costs of $27.8 million, $23.3 million of which related to a restructuring
charge taken in the second quarter. The charge is the result of realign-
ing geographic divisions to improve responsiveness to local markets,
exiting non-core businesses, and centralizing administrative services
to achieve economies of scale. Included in the charge is severance for
319 employees. As of December 31, 2000, there were 18 employees
remaining to receive severance payments from the Company as a
result of the restructuring initiative. Details of the restructuring charge
are as follows:

The restructuring actions were substantially completed by December
31, 2000.

Note 12:  Income Taxes
The elements of the provisions for income taxes related to continuing
operations for each of the three years indicated below were as follows:

The components of the deferred income tax assets and liabilities aris-
ing under FASB Statement No. 109 were as follows:

For tax purposes, in conjunction with the Alternative Minimum Tax
(“AMT”) rules, the Company had available at December 31, 2000, AMT
credit carryforwards for tax purposes of approximately $26 million,
which may be used indefinitely to reduce regular federal income
taxes. The Company believes that it is more likely than not that all of
its tax credits will be realized. 

Subsequent to the adoption of FASB Statement No. 109, the
Company adopted FASB Statement No. 106 and recognized the entire
transition obligation at January 1, 1992, as a cumulative effect charge
in 1992. At December 31, 2000, the deferred tax asset related to the
Company’s FASB Statement No. 106 obligation was $57 million. To the
extent that future annual charges under FASB Statement No. 106 
continue to exceed deductible amounts, this deferred tax asset will
continue to grow. Thereafter, even if the Company should have a tax
loss in any year in which the deductible amount would exceed the
financial statement expense, the tax law provides for a 20-year carry-
forward period of that loss. Because of the extremely long period that
is available to realize these future tax benefits, a valuation allowance
for this deferred tax asset is not necessary. 

Years ended December 31

Dollars in millions 2000 1999 1998

Current income taxes:
Federal $ 3.7 $ 14.0 $ 8.6
State and foreign 1.4 6.3 5.7

5.1 20.3 14.3
Deferred income taxes (13.5) 14.5 16.3

Total tax expense (benefit) $ (8.4) $ 34.8 $ 30.6

December 31

Dollars in millions 2000 1999

Deferred tax assets (excluding post-
retirement benefits other than pensions):

Net operating loss and tax credit 
carryforwards $ 29 $ 28

Bad debt allowances 9 2
Other deductible temporary differences 25 12
Less valuation allowances (1) —

62 42
Deferred tax liabilities:

Fixed asset basis difference 41 31
Other taxable temporary differences 9 15

50 46
Net deferred asset (liability) (excluding post-

retirement benefits other than pensions) 12 (4)
FASB Statement No. 106 impact (post-

retirement benefits other than pensions) 57 57
Net deferred tax asset $ 69 $ 53

Pension Benefits Other Benefits

Dollars in millions 2000 1999 2000 1999

Components of net periodic 
benefit cost

Service cost $ 5 $ 6 $ 2 $ 2
Interest cost 23 22 8 7
Expected return on assets (30) (27) — —
Amortization of prior service cost 1 1 (2) (2)
Recognized actuarial (gain)/loss — 1 (1) —
Net periodic benefit cost $ (1) $ 3 $ 7 $ 7

Balance at
Restructuring December

Charge Utilized 31, 2000

Dollars in millions

Write-down of long-lived assets $ 9.3 $ 9.3 $ —
Employee costs 7.4 5.4 2.0
Tenancy costs and other 6.6 0.9 5.7

$ 23.3 $ 15.6 $ 7.7

1% increase 1% decrease

Dollars in thousands

Effect on service cost plus interest cost $ 451 $ (361)
Effect on postretirement benefit obligation 5,290 (4,232)
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Income taxes on continuing operations differ from the amounts
computed by applying the federal tax rate as follows:

Note 13:  Acquisit ions
During 1999, the Company acquired Washington Specialty Metals
Corporation for approximately $66 million in cash. The acquisition has
been accounted for by the purchase method of accounting, and the
purchase price has been allocated to assets acquired and liabilities
assumed. Results of operations since the acquisition are included in the
consolidated results. The pro forma effect for 1999 and 1998, had this
acquisition occurred at the beginning of each such year, is not material. 

During the first quarter of 1998, the Company acquired Brockway
Pressed Metals, Inc., a powder metallurgy company. During the fourth
quarter of 1998, Brockway was sold as part of the sale of Inland
Engineered Materials Corporation.

Note 14:  Earnings Per Share

Basic earnings (loss) per share

Diluted earnings (loss) per share

Years ended December 31

Dollars in millions 2000 1999 1998

Federal income tax expense computed 
at statutory tax rate of 35% $ (11.7) $ 25.9 $ 29.0

Additional taxes or credits from:
State and local income taxes, net 

of federal income tax effect (0.3) 3.8 4.0
Non-deductible expenses 4.9 3.0 2.5
Foreign losses (income) not includable

in federal taxable income 1.5 1.3 (1.2)
Canadian taxes 0.2 0.4 —
Change in estimate (3.0) — —

All other, net — 0.4 (3.7)
Total income tax provision (benefit) $ (8.4) $ 34.8 $ 30.6

Dollars and shares in millions 
(except per share data) 2000 1999 1998

Income (loss) from continuing operations 
before discontinued operations and 
extraordinary items $ (25.1) $ 38.4 $ 47.7

Less preferred stock dividends 0.2 0.2 6.9
Income (loss) from continuing operations 

available to common stockholders (25.3) 38.2 40.8
Discontinued operations — — 13.8
Gain (loss) on sale of discontinued operations (4.8) 17.3 510.8
Extraordinary loss on early retirement of debt — — (21.4)
Net income (loss) available to 

common stockholders $ (30.1) $ 55.5 $ 544.0 
Average shares of common stock outstanding 24.8 24.4 39.4
Basic earnings (loss) per share

From continuing operations $ (1.03) $ 1.56 $ 1.03  
Discontinued operations — — 0.35
Gain (loss) on sale of 

discontinued operations (0.19) 0.71 12.95
Extraordinary loss on early 

retirement of debt — — (0.54)
Basic earnings (loss) per share $ (1.22) $ 2.27 $ 13.79

Dollars and shares in millions 
(except per share data) 2000 1999 1998

Income (loss) from continuing operations 
available to common stockholders $ (25.3) $ 38.2 $ 40.8

Effect of dilutive securities:
Series E leveraged preferred stock — — 6.3
Additional ESOP funding required on

conversion of Series E leveraged 
preferred stock, net of tax — — (5.9)

Income (loss) available to common 
stockholders and assumed conversions 
before discontinued operations and 
extraordinary items (25.3) 38.2 41.2

Discontinued operations — — 13.8
Gain (loss) on sale of discontinued operations (4.8) 17.3 510.8
Extraordinary loss on early retirement of debt — — (21.4)
Net income (loss) available to common 

stockholders and assumed conversions $ (30.1) $ 55.5 $ 544.4
Average shares of common stock outstanding 24.8 24.4 39.4
Assumed conversion of Series E leveraged 

preferred stock — — 2.2
Dilutive effect of stock options — 0.2 0.1
Shares outstanding for diluted earnings per 

share calculation 24.8 24.6 41.7
Diluted earnings (loss) per share:

From continuing operations $ (1.03) $ 1.56 $ 0.99
Discontinued operations — — 0.33
Gain (loss) on sale of discontinued 

operations (0.19) 0.70 12.23
Extraordinary loss on early retirement 

of debt — — (0.51)
Diluted earnings (loss) per share $ (1.22) $ 2.26 $ 13.04
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Note 15:  Commitments and Contingencies

ISC/Ispat Transaction
Pursuant to the ISC/Ispat Merger Agreement, the Company agreed
to indemnify Ispat for losses, if they should arise, exceeding certain
minimum amounts in connection with breaches of representations
and warranties contained in the ISC/Ispat Merger Agreement and for
expenditures and losses, if they should arise, relating to certain environ-
mental liabilities exceeding, in most instances, minimum amounts. The
maximum liability for which the Company can be responsible with
respect to such obligations is $90 million in the aggregate. There are also
certain other covenant commitments made by the Company contained
in the ISC/Ispat Merger Agreement which are not subject to a maximum
amount. In general, Ispat must have made indemnification claims with
respect to breaches of representations and warranties prior to March
31, 2000; however, claims relating to breaches of representations and
warranties related to tax matters and certain organizational matters
must be made within 90 days after the expiration of the applicable
statute of limitations, and claims with respect to breaches of repre-
sentations and warranties related to environmental matters must be
made prior to July 16, 2003. Ispat has advised the Company of certain
environmental expenses, which Ispat has incurred, and of certain
environmental claims, but the Company has not made any indemnifi-
cation payments to Ispat. The Company has purchased environmental
insurance with coverage up to $90 million covering certain environ-
mental matters payable directly to Ispat and ISC.

As part of the ISC/Ispat Transaction, the Inland Steel Industries
Pension Plan (the “ISC Pension Plan”), in which employees of both ISC
and the Company participated, was transferred to ISC. The Company’s
remaining employees that formerly had participated in the ISC Pension
Plan became participants in Ryerson Tull’s pension plan. The ISC
Pension Plan has unfunded benefit liabilities on a termination basis, as
determined by the Pension Benefit Guaranty Corporation (“PBGC”),
an agency of the U.S. government. As a condition to completing the
ISC/Ispat Transaction, Ispat, ISC, RT and the Company entered into an
agreement with the PBGC to provide certain financial commitments to
reduce the underfunding of the ISC Pension Plan and to secure ISC
Pension Plan unfunded benefit liabilities on a termination basis. These
requirements include a RT guaranty of $50 million, for five years, of the
obligations of Ispat and ISC to the PBGC in the event of a distress or
involuntary termination of the ISC Pension Plan. The guaranty is included
in the $90 million limit on the Company’s indemnification obligations.

By letter dated May 11, 1999, Ispat advised the Company of its
involvement in a civil lawsuit and federal criminal grand jury pro-
ceeding in Louisiana and notified the Company of its intention to seek
indemnification from the Company in connection with the Louisiana
proceedings. In letters dated March 31, 2000, Ispat notified the
Company that Ispat was asserting claims against the Company under
the Merger Agreement related to certain pension liabilities, insurance
premiums, property taxes, environmental matters, intellectual property

and the Louisiana proceedings. On January 17, 2001, Ispat announced
that it had reached agreement on the resolution of the Louisiana pro-
ceedings. To resolve the matter, Ispat has agreed to pay $15 million,
one half of the total settlement among the United States Federal
Government, the State of Louisiana and the defendants in the civil
lawsuit. The settlement has been approved by the U.S. District Court
in Baton Rouge, Louisiana. Ispat has made a demand on the
Company for indemnification of the $15 million settlement amount.
The Company disputes Ispat’s claim and will attempt to resolve the
dispute through negotiations. At year-end 2000, the Company recorded
a $7.5 million pretax charge for the potential exposure related to the
Louisiana proceedings. 

The Company is unable to determine Ispat’s right to indemnification
under the Merger Agreement or whether any of the claims discussed
above would, individually or in the aggregate, have a material adverse
effect on the Company’s financial condition or results of operations.

Bankrupt Coil Converter
In 2000, the Company fully reserved for a $16.2 million receivable due
from a west central Indiana coil converter which filed for bankruptcy.
In addition to the $16.2 million receivable, at year-end the Company had
approximately $6 million of inventory at the converter’s site for pro-
cessing. The Company claims title to this inventory, which claim could
be challenged in the coil converter’s bankruptcy case. The Company
cannot predict the outcome of such challenge should it occur.

Mexican Joint Venture
In March 2000, the Company and Altos Hornos de Mexico, S.A. de C.V.
(“AHMSA”) entered into an agreement to sell the Company’s 50
percent interest in their joint venture to AHMSA for $15 million, with
payment due in July 2000. At December 31, 2000, the Company had
not received payment under the agreement. The Company and AHMSA
have continued discussions and, although there are no assurances,
the Company expects to consummate the sale.

Lease Obligations and Other
The Company has noncancellable operating leases for which future
minimum rental commitments are estimated to total $67.9 million,
including approximately $20.3 million in 2001, $12.4 million in 2002,
$10.4 million in 2003, $5.0 million in 2004, $3.8 million in 2005 and
$15.9 million thereafter.

Rental expense under operating leases totaled $19.7 million in
2000, $20.2 million in 1999 and $20.7 million in 1998.

There are various claims and pending actions against the Company
other than those related to the ISC/Ispat Transaction. The amount of
liability, if any, for those claims and actions at December 31, 2000 is not
determinable but, in the opinion of management, such liability, if any,
will not have a materially adverse effect on the Company’s financial
position or results of operations.
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SALES BREAKDOWN
(Percent of 2000 revenues)

Product Line

End Market

BUSINESS UNITS

Ryerson Tull North
2621 West 15th Place
Chicago, IL 60608
773-762-2121

Ryerson Tull South
4400 Peachtree Industrial Blvd.
Norcross, GA 30071
770-368-4311

Ryerson Tull West
600 S.W. 10th Street
Renton, WA 98055
206-624-2300

Ryerson Tull Coil Processing
720 East 111th Street
Chicago, IL 60628
773-468-2121

Ryerson Tull Procurement
Corporation
1605 North Highway 169
Plymouth, MN 55441
763-544-4401

JOINT VENTURES

Ryerson Tull Mexico 
Avenida Milimex 315
Parque Industrial Milimex
Apodaca, Nuevo León, Mexico 66600
011-528-369-8792

Tata Ryerson Ltd.
43 Chowringhee Road
Calcutta, India 700 071
011-91-33-288-7218

Shanghai Ryerson Ltd.
318 Shang Chuan Gu Zhi Road
Pudong, Shanghai, China 201209
011-8621-5863-8855

IMF Steel International Ltd.
Sun Hung Kai Centre
30 Harbour Road
Hong Kong, China
011-852-2545-6661

Stainless and Aluminum 29%

Carbon Flat Rolled 33%

Other 4%
Bars, Tubing and Structurals 16%

Fabrication and Carbon Plate 18%

Machinery 30%

Fabricated Metals 26%

Construction, 
Wholesalers and Mills 12%

Electrical 13%

Transportation 9%
Other 10%
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SHAREHOLDER INFORMATION

Corporate Office
Ryerson Tull, Inc.
2621 West 15th Place
Chicago, IL 60608
773-762-2121

Annual Meeting
The annual meeting of stockholders will be held on Wednesday, 
April 18, 2001, at 9:00 a.m. central time at the Northern Trust Company, 
50 South LaSalle Street, Chicago, Illinois.

10–K Report
Stockholders may obtain a copy of Ryerson Tull’s Form 10-K Annual
Report for 2000 without charge by writing the investor relations contact
(or corporate secretary) at the corporate office.

Website
www.ryersontull.com

Investor Relations Contact
Andrew J. Peyton
Director Investor Relations and Materials Management
773-788-3206

Stock Exchange Listing
Ryerson Tull’s common stock is listed on the 
New York Stock Exchange under the symbol RT.

Stock Transfer Agent
Computershare Investor Services L.L.C.
P.O. Box A3504
Chicago, IL 60690-3504
312-360-5300

Stock Ownership
As of December 31, 2000, there were approximately 
10,800 record holders of the company’s common stock.
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Safe Harbor Statement:

This annual report contains 
“forward-looking” statements 
that should be considered as 
subject to the many uncertainties 
that exist in the company’s 
operations and business 
environment. These uncertainties
include economic conditions, 
market demand and pricing, 
competitive and cost factors.
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