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A. M. Castle & Co. Reports 2008 Year End and Fourth Quarter Results 
 
 
FRANKLIN PARK, IL, MARCH 10th – A. M. Castle & Co. (NYSE: CAS), a global distributor of 

specialty metal and plastic products, value-added services and supply chain solutions, today 

reported financial results for the full year and fourth quarter ended December 31, 2008.  

For the year, consolidated net sales were a record $1,501.0 million, an increase of $80.7 

million or 5.7% over 2007.  Net loss for the full year 2008 including the $58.9 million non-cash 

impairment charge for goodwill was $17.1 million or $0.76 per diluted share as compared to net 

earnings of $51.2 million, or $2.41 per diluted share in 2007.  Excluding the impact of the non-cash 

charge for goodwill impairment, full year 2008 non-GAAP net income was $41.8 million or $1.84 

per diluted share. 

For the fourth quarter, consolidated net sales were $321.5 million, comparable to the $322.1 

million in the fourth quarter of 2007.  The Company reported a fourth quarter net loss of $53.6 

million, which included a $58.9 million non-cash charge to reduce the carrying value of goodwill 

related to the Company’s Metals segment.  Excluding the impact of the non-cash charge for 

goodwill impairment, fourth quarter 2008 non-GAAP net income was $5.2 million or $0.23 per 

diluted share.  The Company earned $6.7 million or $0.29 per diluted share in the prior year 

quarter.   

 

3400 North Wolf Road 
Franklin Park, Illinois 60131 

(847) 455-7111 
(847) 455-6930 (Fax) 



A. M. Castle & Co. 
Add One 
 
 

“Although the goodwill impairment charge had an impact on reported earnings for the 

quarter, the underlying performance of the business met our expectations in light of the overall 

weakening market conditions,” stated Michael Goldberg, President and CEO of A. M. Castle. 

 “In 2008, we made progress on our key initiatives that we believe are vital to the long-term 

growth and profitability of the Company.  Our focus on continued global expansion through the 

acquisition of Metals UK Group and the opening of our Shanghai, China service center will 

enhance our geographic and end-market exposure.  We believe the infrastructure enhancements 

made in 2008 including the roll-out of new ERP functionality in our domestic aerospace and plastic 

businesses, and continuing investments in upgraded processing equipment will  facilitate a lean 

operating structure and position the Company well in the coming years,” added Goldberg. 

 For the fourth quarter 2008, sales in the Company’s Metals segment were $297.1 million, 

$3.2 million or 1.1% higher than last year.  Excluding the Metals UK Group acquisition, Metals 

segment tons sold for the fourth quarter 2008 were 7.3% lower than the prior year period.  The 

fourth quarter saw slowing demand and activity levels across most end markets.  For the full year 

2008, excluding the Metals UK Group acquisition, Metals segment sales of $1,323.2 million were 

$31.4 million or 2.4% higher than $1,291.8 million in 2007 on sales volume that was 2.1% higher 

than 2007.  Sales volume growth in 2008 was driven by strength in plate and alloy bar products 

sold into energy, mining, and power generation markets.  The Company experienced higher prices 

in 2008 for its carbon-related products; however, those price increases were somewhat mitigated 

by a changing sales mix that included lower sales levels on higher-priced aluminum, stainless, and 

nickel based products as compared to 2007.  

 In the Plastics segment, fourth quarter sales of $24.4 million were $3.6 million or 12.8% 

lower than the prior year, and full year 2008 sales of $116.2 million were slightly higher than 2007.  

In the Plastics segment, activity levels in the boat manufacturing market were particularly weak in 

the fourth quarter, but overall higher pricing levels and the relative strength in the transportation 

and life science markets contributed to a slight sales increase for the full year of 2008. 

 During the fourth quarter of 2008, the Company’s continued focus on working capital 

management, resulted in fourth quarter improvements that included lower inventories and lower 

debt levels.  Compared to the end of the third quarter 2008, year-end inventory was reduced by 

$32 million and debt was reduced by $34 million from $151 million at September 30, 2008 to $117 

million at December 31, 2008.  In addition to working capital reductions, the Company reduced its 

workforce by over 8% during the fourth quarter of 2008 in response to lower shipping levels.
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 “While the uncertainty surrounding the economy and the financial markets makes it difficult 

to predict the outlook for 2009, we remain confident that our niche position in specialty products 

and services will differentiate us within the industry.  Nevertheless, no industrial distributor is 

immune to the impact of the on-going global recession, and the decline in activity levels 

experienced at the end of 2008 has continued into early 2009.  The current economic situation 

requires us to take a focused approach to improving our cost structure, as well as improving our 

balance sheet through further significant working capital and debt reductions.  These operational 

initiatives and continuing our focus on penetrating strategic end markets will be our priorities for 

2009,” Goldberg concluded. 

 On March 5, 2009 the Board of Directors declared a regular quarterly cash dividend of $0.06 

per share of common stock.  The dividend is payable April 2, 2009 to shareholders of record March 

19, 2009. 

   

Webcast Information 
Management will hold a conference call at 11:00 a.m. ET today to review the Company's results for 

the three month and twelve month periods ended December 31, 2008. The call can be accessed 

via the Internet live or as a replay. Those who would like to listen to the call may access the 

webcast through http://www.amcastle.com. 

 An archived version of the conference call webcast will be accessible for replay on the 

above website until the next earnings conference call.  A replay of the conference call will also be 

available for seven days by calling 303-590-3000 (international) or 800-405-2236 and citing code 

11126922. 

 
About A. M. Castle & Co. 
Founded in 1890, A. M. Castle & Co. is a global distributor of specialty metal and plastic products 

and supply chain services, principally serving the producer durable equipment sector of the 

economy. Its customer base includes many Fortune 500 companies as well as thousands of 

medium and smaller-sized firms spread across a variety of industries. Within its metals business, it 

specializes in the distribution of alloy and stainless steels; nickel alloys; aluminum and carbon. 

Through its subsidiary, Total Plastics, Inc., the Company also distributes a broad range of value-

added industrial plastics. Together, Castle operates over 65 locations throughout North America, 
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Europe and Asia.  Its common stock is traded on the New York Stock Exchange under the ticker 

symbol "CAS".

 
 
Regulation G Disclosure 
This press release and the financial statements included in this release include non-GAAP financial 

measures. The non-GAAP financial information should be considered supplemental to, and not as 

a substitute for, or superior to, financial measures calculated in accordance with GAAP.  However, 

we believe that non-GAAP reporting, giving effect to the adjustments shown in the reconciliation 

contained in the attached financial statements, provides meaningful information and therefore we 

use it to supplement our GAAP guidance. Management often uses this information to assess and 

measure the performance of our operating segments. We have chosen to provide this 

supplemental information to investors, analysts and other interested parties to enable them to 

perform additional analyses of operating results, to illustrate the results of operations giving effect 

to the non-GAAP adjustments shown in the reconciliations and to provide an additional measure of 

performance.  

The Company believes that the use and presentation of EBITDA, which is defined by the 

company as income before provision for income taxes plus depreciation and amortization, and 

interest expense, less interest income, is widely used by the investment community for evaluation 

purposes and provides the investors, analysts and other interested parties with additional 

information in analyzing the Company’s operating results.  The Company recorded a non-cash 

goodwill impairment charge in the fourth quarter of 2008 relating to its Metals segment.  This type 

of charge has not occurred frequently and the Company believes that excluding this charge will 

provide investors with a basis to compare the Company's core operating results in different periods 

without this variability.   

 

 

Cautionary Statement on Risks Associated with Forward Looking Statements 
Information provided and statements contained in this release that are not purely historical are 

forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as 

amended (“Securities Act”), Section 21E of the Securities Exchange Act of 1934, as amended 

(“Exchange Act”), and the Private Securities Litigation Reform Act of 1995.  Such forward-looking 
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statements only speak as of the date of this release and the Company assumes no obligation to 

update the information included in this release. Such forward-looking statements include 

information concerning our possible or assumed future results of operations, including descriptions 

of our business strategy. These statements often include words such as “believe,” “expect,” 

“anticipate,” “intend,” “predict,” “plan,” or similar expressions. These statements are not guarantees 

of performance or results, and they involve risks, uncertainties, and assumptions.  Although we 

believe that these forward-looking statements are based on reasonable assumptions, there are 

many factors that could affect our actual financial results or results of operations and could cause 

actual results to differ materially from those in the forward-looking statements, including those risk 

factors identified in Item 1A “Risk Factors” of our Annual Report on Form 10-K for the fiscal year 

ended December 31, 2007.   All future written and oral forward-looking statements by us or 

persons acting on our behalf are expressly qualified in their entirety by the cautionary statements 

contained or referred to above.  Except for our ongoing obligations to disclose material information 

as required by the federal securities laws, we do not have any obligations or intention to release 

publicly any revisions to any forward-looking statements to reflect events or circumstances in the 

future or to reflect the occurrence of unanticipated events.  
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CONSOLIDATED STATEMENTS OF INCOME
(Dollars in thousands, except per share data)
Unaudited

2008 2007 2008 2007

Net sales 321,544$        322,075$         1,501,036$  1,420,353$   

Costs and expenses:
Cost of materials (exclusive of depreciation and amortization) 247,664          239,521           1,123,977    1,032,355     
Warehouse, processing and delivery expense 35,026            34,994             154,189       139,993        
Sales, general, and administrative expense 26,530            31,960             136,551       137,153        
Depreciation and amortization expense 5,875              5,401               23,327         20,177          
Impairment of goodwill 58,860            -                   58,860         -                
Operating (loss) income (52,411)           10,199             4,132           90,675          

Interest expense, net (2,333)             (1,729)              (9,373)          (12,899)         

(Loss) income before income taxes and equity in 
earnings of joint venture (54,744)           8,470               (5,241)          77,776          

Income taxes 330                 (3,350)              (20,690)        (31,294)         
(Loss) income before equity in earnings of joint venture (54,414)           5,120               (25,931)        46,482          

Equity in earnings of joint venture 789                 1,579               8,849           5,324            
Net (loss) income (53,625)           6,699               (17,082)        51,806          

Preferred stock dividends -                      -                       -                   (593)              
Net (loss) income applicable to common stock (53,625)$         6,699$             (17,082)$      51,213$        

Basic (loss) earnings per share (2.37)$             0.30$               (0.76)$          2.49$            
Diluted (loss) earnings per share (2.37)$             0.29$               (0.76)$          2.41$            

EBITDA * (45,747)$         17,179$           36,308$       116,176$      

*Earnings before interest, taxes, and depreciation and amortization

Reconciliation of EBITDA to net income: For the Three For the Year
Months Ended  Ended
December 31, December 31,

2008 2007 2008 2007

Net (loss) income (53,625)$         6,699$             (17,082)$      51,806$        
Depreciation and amortization expense 5,875              5,401               23,327         20,177          
Interest expense, net 2,333              1,729               9,373           12,899          
Income taxes (330)                3,350               20,690         31,294          
EBITDA (45,747)$         17,179$           36,308$       116,176$      

Reconciliation of non-GAAP net income:

Net income excluding non-cash charge for goodwill impairment 5,235$            6,699$             41,778$       51,806$        
Charge for goodwill impairment (58,860)           -                   (58,860)        -                
Net (loss) income, as reported (53,625)$         6,699$             (17,082)$      51,806$        

Reconciliation of non-GAAP EPS:

Earnings per share exlcuding non-cash charge for goodwill impairment 0.23$              0.29$               1.84$           2.41$            
Charge per share for goodwill impairment (2.60)               -                   (2.60)            -                
Diluted (loss) earnings per share (2.37)$             0.29$               (0.76)$          2.41$            

December 31, December 31,

For the Three For the Year
Months Ended Ended
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CONDENSED CONSOLIDATED BALANCE SHEETS
(Dollars in thousands, except share and par value data)
Unaudited December 31, December 31,

2008 2007
ASSETS
Current assets   

Cash and cash equivalents 15,277$          22,970$       
Accounts receivable, less allowances of $3,318 at December 31, 2008 
  and $3,220 at December 31, 2007 159,613          146,675       
Inventories, principally on last-in, first-out basis (replacement cost 
  higher by $133,748 in 2008 and  $142,118 in 2007)
Other current assets 12,860            13,462         
     Total current assets 428,423          390,391       

Investment in joint venture 23,340            17,419         
Goodwill 51,321            101,540       
Intangible assets 55,742            59,602         
Prepaid pension cost 26,615            25,426         
Other assets 5,303              7,516           
Property, plant and equipment, at cost 

Land 5,184              5,196           
Building 50,069            48,727         
Machinery and equipment (includes construction in progress) 172,500          155,950       

227,753          209,873       
Less - accumulated depreciation (139,463)         (134,763)      

88,290            75,110         
Total assets 679,034$        677,004$     

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities

Accounts payable 126,490$        109,055$     
Accrued liabilities 27,929            33,143         
Income taxes payable 6,451              2,497           
Deferred income taxes - current -                  7,298           
Current portion of long-term debt  10,838            7,037           
Short-term debt 31,197            18,739         
     Total current liabilities 202,905          177,769       

Long-term debt, less current portion 75,018            60,712         
Deferred income taxes 38,743            37,760         
Other non-current liabilities 15,068            15,688         
Commitments and contingencies
Stockholders' equity 

  Common stock, $0.01 par value - 30,000,000 shares authorized;
    22,850,106 shares issued and 22,653,481 outstanding at December 31, 2008
    and 22,330,946 shares issued and 22,097,869 outstanding at December 31, 2007 228                 223              
  Additional paid-in capital 176,653          179,707       
  Retained earnings 184,651          207,134       
  Accumulated other comprehensive (loss) income (11,462)           1,498           
  Treasury stock, at cost - 196,625 shares at December 31, 2008 
    and 233,077 shares at December 31, 2007 (2,770)             (3,487)          
     Total stockholders' equity 347,300          385,075       

Total liabilities and stockholders' equity 679,034$        677,004$     

As of

240,673          207,284       

 

 


