






































































































[THIS PAGE INTENTIONALLY LEFT BLANK]



 





1
pa-1527661

ALJ REGIONAL HOLDINGS, INC.

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON JULY 27, 2012

TO THE STOCKHOLDERS OF ALJ REGIONAL HOLDINGS, INC.:

NOTICE IS HEREBY GIVEN that the Annual Meeting of Stockholders of ALJ Regional Holdings, Inc., a 
Delaware corporation (the “Company”), will be held on July 27, 2012 at 9:00 a.m. Eastern Time at the offices of 
Morrison & Foerster LLP, 1290 Avenue of the Americas, 39th Floor, New York, New York 10104 for the following 
purposes: 

1. To elect Jess M. Ravich as the one (1) Class III director to hold office until the Company’s 2015 Annual 
Meeting of Stockholders or until his successor is elected and duly qualified or until his earlier resignation or 
removal.

2. To ratify the appointment of Mountjoy Chilton Medley LLP, formerly known as Mountjoy & Bressler, LLP
(“Mountjoy”), as the independent registered public accounting firm for the Company’s operating subsidiary KES 
Acquisition Company (and, if the Company were to proceed with a Listing (as defined below), to ratify the 
appointment of Mountjoy as the independent registered public accounting firm for the Company as well) for the 
fiscal year ending September 30, 2012.

3. To consider and vote upon a proposal that the Company take all actions necessary and appropriate, in the
discretion of its Board of Directors, to pursue and effect the listing of its common stock on a national securities 
exchange (e.g., The Nasdaq Stock Market, NYSE Amex LLC or such other exchange as is determined by the 
Company’s Board of Directors) (the “Listing”), subject to the Company satisfying the initial listing standards of 
such exchange.

4. To consider and vote upon a proposal that in connection with effecting the Listing, the Company file an 
amendment to its certificate of incorporation to effect a reverse stock split of its common stock by a ratio of between 
13-1 to 20-1, as determined by the Company’s Board of Directors, such that upon filing of the Certificate of 
Amendment with the Secretary of State of the State of Delaware, for every thirteen (13) to twenty (20) shares of 
common stock of the Company outstanding immediately preceding the filing of such Certificate of Amendment, as 
determined by the Company’s Board of Directors, one (1) share of common stock shall be outstanding.

5. To transact such other business as may properly come before the meeting or any adjournment or 
postponement thereof.

The foregoing items of business are more fully described in the Proxy Statement accompanying this Notice. 

The Board of Directors has fixed the close of business on June 13, 2012 as the record date for the 
determination of stockholders entitled to notice of and to vote at the Annual Meeting and at any adjournment or 
postponement thereof.  For ten days prior to the meeting, a complete list of stockholders entitled to vote at the 
meeting will be available for examination by any stockholder, for any purpose relating to the meeting, during 
ordinary business hours at the offices of Morrison & Foerster LLP, 1290 Avenue of the Americas, 39th Floor, New 
York, New York 10104.

Whether or not you expect to attend the Annual Meeting, please complete, sign and date the proxy 
and return it promptly, or vote by telephone or by Internet. If you plan to attend the Annual Meeting and wish 
to vote your shares personally, you may do so at any time before the proxy is voted. 

All stockholders are cordially invited to attend the Annual Meeting. 

Important Notice Regarding the Availability of Proxy Materials for the Stockholder Meeting to Be Held on 
July 27, 2012
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The Company’s Annual Report and Proxy Statement are available at www.voteproxy.com,
www.pinksheets.com and www.aljregionalholdings.com. You are encouraged to access and review all of the 
important information contained in the proxy materials before voting.

By Order of the Board of Directors 

/s/ John Scheel
John Scheel
President, Chief Executive Officer 
and Class I Director

Ashland, KY
June 27, 2012
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PROXY STATEMENT
FOR ANNUAL MEETING OF STOCKHOLDERS

To Be Held on July 27, 2012

INFORMATION CONCERNING SOLICITATION AND VOTING 

General

The Board of Directors (the “Board of Directors” or the “Board”) of ALJ Regional Holdings, Inc., a
Delaware corporation (the “Company”), is soliciting proxies for use at the Annual Meeting of Stockholders to be 
held on July 27, 2012 at 9:00 a.m. Eastern Time (the “Annual Meeting”), or at any adjournment or postponement 
thereof, for the purposes set forth in this Proxy Statement and in the accompanying Notice of Annual Meeting of 
Stockholders.  The Annual Meeting will be held at the offices of Morrison & Foerster LLP, 1290 Avenue of the 
Americas, 39th Floor, New York, New York 10104. The Company intends to mail a Notice of Internet Availability 
of Proxy Materials (the “Notice of Internet Availability”) on or about June 27, 2012 to all stockholders entitled to 
vote at the Annual Meeting. 

Solicitation 

The Company will bear the entire cost of solicitation of proxies, including preparation, assembly, printing 
and mailing of the Notice of Internet Availability, hosting the proxy materials on www.voteproxy.com, and 
preparation, assembly, printing and mailing this Proxy Statement, the Proxy Card, the Annual Report and any 
additional information furnished to stockholders pursuant to fulfillment requests.  Copies of solicitation materials 
will be furnished to banks, brokerage houses, fiduciaries and custodians holding in their names shares of the 
Company’s stock beneficially owned by others to forward to such beneficial owners.  The Company may reimburse 
persons representing beneficial owners of the Company’s stock for their costs of forwarding solicitation materials to 
such beneficial owners.  Solicitation of proxies by mail may be supplemented by telephone or personal solicitation 
by directors, officers or other regular employees of the Company.  No additional compensation will be paid to 
directors, officers or other regular employees for such services. 

Voting Rights and Outstanding Shares

Only holders of record of shares of the Company’s common stock at the close of business on June 13, 2012 
(the official record date) will be entitled to notice of and to vote at the Annual Meeting and any adjournment thereof.  
At the close of business on June 13, 2012, the Company had outstanding and entitled to vote 57,246,598 shares of 
common stock. 

Each holder of record of shares of the Company’s common stock on the record date will be entitled to one 
vote for each share of the Company’s common stock held by such holder on the record date on all matters to be 
voted upon at the Annual Meeting. 

A quorum of stockholders is necessary to hold a valid meeting.  A quorum will be present if at least a 
majority of the Company’s outstanding shares entitled to vote are represented at the meeting, either in person or by 
proxy.  All votes will be tabulated by the inspector of elections appointed for the meeting by the Company, who will 
tabulate affirmative and negative votes, abstentions and broker non-votes.  Votes for and against, abstentions and 
broker non-votes will each be counted for determining the presence of a quorum.  

Internet Delivery of Proxy Materials

Instead of mailing a printed copy of our proxy materials to each stockholder of record, we are furnishing
proxy materials, including this Proxy Statement and our Annual Report for the fiscal year ended September 30,
2011, by providing access to such documents on the Internet. Most stockholders will not receive printed copies of 
the proxy materials unless they request them, in which case printed copies of the proxy materials will be provided at 
no charge. 
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Instead of mailing a printed copy of our proxy materials to each stockholder of record, a Notice of Internet 
Availability was mailed to such stockholders on or about June 27, 2012 that instructs them as to how they may 
access and review all of the proxy materials on the Internet. The Notice of Internet Availability also instructs 
stockholders as to how they may submit their proxy on the Internet, by telephone or by mail.

Important Notice Regarding the Availability of Proxy Materials for the Stockholder Meeting to Be Held on 
July 27, 2012

Our Annual Report and Proxy Statement are available at www.voteproxy.com, www.pinksheets.com and 
www.aljregionalholdings.com. You are encouraged to access and review all of the important information contained 
in the proxy materials before voting.

How You Can Vote

Stockholders of Record: You are a stockholder of record if at the close of business on the record date your 
shares were registered directly in your name with American Stock Transfer & Trust Company, LLC, our transfer 
agent. If you are a stockholder of record, there are several ways for you to vote your shares. 

• By Mail. If you received printed proxy materials, you may submit your vote by marking, dating, signing
and mailing the enclosed proxy in the prepaid envelope. Giving a proxy will not affect your right to vote your 
shares if you attend the Annual Meeting and want to vote in person. The shares represented by the proxies received 
in response to this solicitation and not properly revoked will be voted at the Annual Meeting in accordance with the 
instructions therein.

• By telephone or over the Internet. You may vote your shares by telephone or via the Internet by 
following the instructions provided in the Notice. If you vote by telephone or via the Internet, you do not need to 
return a Proxy Card by mail. Telephone and Internet voting are available 24 hours a day. Votes submitted by 
telephone or through the Internet must be received by 11:59 p.m. Eastern Time on July 26, 2012.

• In person at the Annual Meeting. You may vote your shares in person at the Annual Meeting. Even if 
you plan to attend the Annual Meeting in person, we recommend that you also submit your Proxy Card or voting 
instructions or vote by telephone or via the Internet by the applicable deadline so that your vote will be counted if 
you later decide not to attend the meeting. 

Beneficial Owners: Stockholders whose shares are held in a brokerage account, or by another nominee, are 
considered the beneficial owners of shares held in “street name.” Notices for these stockholders are being forwarded 
to beneficial owners, together with a voting instruction card. Beneficial owners have the right to direct their broker, 
trustee or nominee as to how to vote and also are invited to attend the Annual Meeting. You should follow the 
instructions in the Notice of Internet Availability of Proxy Materials or voting instructions provided by your broker 
or nominee in order to instruct your broker or other nominee on how to vote your shares. The availability of 
telephone and Internet voting will depend on the voting process of the broker or nominee.

Since a beneficial owner is not the stockholder of record, he or she may not vote these shares in person at 
the Annual Meeting without a proxy from the broker, trustee or nominee that holds the shares, giving the beneficial 
owner the right to vote the shares at the meeting.

Broker Non-Votes 

A broker non-vote occurs when a broker submits a proxy card with respect to shares of common stock held 
in street name but declines to vote on a particular matter because the broker has not received voting instructions 
from the beneficial owner.  Under the rules that govern brokers who are voting with respect to shares held in street 
name, brokers have the discretion to vote such shares on certain routine matters, but not on non-routine matters.  In 
the past, director elections were considered a routine matter and brokers had discretion to vote shares held in street 
name in director elections absent voting instructions from the beneficial owner.  Due to recent regulatory changes, 
brokers no longer have discretion to vote shares held in street name in director elections without specific instructions 
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from the beneficial owner.  Thus, if you hold your shares in street name and you do not instruct your broker 
how to vote in the election of directors, on the proposal to pursue and effect the Listing (as defined below) or 
on the proposal to file an amendment to the Company’s certificate of incorporation to effect a reverse stock 
split, no votes will be cast on your behalf for such matter. Your broker will, however, continue to have 
discretion to vote any uninstructed shares on the ratification of the appointment of Mountjoy Chilton Medley LLP, 
formerly known as Mountjoy & Bressler, LLP (“Mountjoy”), as the independent registered public accounting firm 
for the Company’s operating subsidiary KES Acquisition Company (“KES”) (and, if the Company were to proceed 
with a Listing, on the ratification of the appointment of Mountjoy as the independent registered public accounting 
firm for the Company as well) for the fiscal year ending September 30, 2012.

Voting and Revocability of Proxies 

All valid proxies received before the Annual Meeting will be exercised.  All shares represented by a proxy 
will be voted, and where a proxy specifies a stockholder’s choice with respect to any matter to be acted upon, the 
shares will be voted in accordance with that specification.  If a stockholder returns a proxy but does not mark their 
voting preference, the individuals named as proxies will vote the shares FOR the election of Jess M. Ravich as the 
one (1) Class III director, FOR the ratification of the appointment of Mountjoy as the independent registered public 
accounting firm for KES (and, if the Company were to proceed with a Listing, the ratification of the appointment of 
Mountjoy as the independent registered public accounting firm for the Company as well) for the fiscal year ending 
September 30, 2012, AGAINST the taking of all actions necessary and appropriate to pursue and effect the Listing 
and AGAINST the reverse stock split of the Company’s common stock. Proxy cards submitted by mail must be 
received no later than the Annual Meeting to be voted at the Annual Meeting.

Any person giving a proxy pursuant to this solicitation has the power to revoke it at any time before it is 
voted.  It may be revoked by filing with the Company’s counsel, located at Morrison & Foerster LLP, 755 Page Mill 
Road, Palo Alto, CA, 94304, Attention: Christopher M. Forrester, a written notice of revocation, or it may be 
revoked by a later-dated vote, by mail, by Internet or by telephone, or by attending the meeting and voting in person.  
Only a stockholder’s latest proxy received by 11:59 p.m. Eastern Time on July 26, 2012 will be counted. 
Attendance at the meeting will not, by itself, revoke a proxy. 

If a stockholder’s shares are held in street name, they should follow the directions provided by their broker 
or other nominee regarding how to revoke their proxy.

IMPORTANT

Please mark, sign and date the proxy and return it at your earliest convenience, or vote by telephone 
or by Internet, so that, whether you intend to be present at the Annual Meeting or not, your shares can be 
voted. This will not limit your rights to attend or vote at the Annual Meeting.
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PROPOSAL 1
ELECTION OF DIRECTOR

The Company’s Bylaws provide that the number of directors constituting the Board of Directors is five (5).  
The Company’s Bylaws further provide that the number of directors constituting the Board of Directors may be 
changed from time to time by resolution of the Board of Directors.

The members of the Board of Directors are classified into three (3) classes, with one class of directors 
elected at each Annual Meeting of stockholders to hold office for a three-year term and until successors of such class 
have been elected and qualified, or until their earlier resignation or removal.  At the Annual Meeting: one (1) Class 
III director will be elected by the stockholders to serve until the 2015 Annual Meeting of Stockholders or until his 
successor is elected and duly qualified or until his earlier resignation or removal. Jess M. Ravich has been 
nominated by the Board of Directors for election as the Class III director.  If the nominee is unable or unwilling to 
serve as a director, proxies may be voted for a substitute nominee designated by the present Board of Directors. The 
Board of Directors has no reason to believe that the nominee will be unable or unwilling to serve as a nominee or as 
a director if elected. Proxies received will be voted “FOR” the election of Jess M. Ravich as the one (1) Class III 
director unless otherwise directed.

Directors are elected by a plurality vote.  The one (1) Class III nominee who receives the most votes cast in 
his favor will be elected to serve as the Class III director.  If no contrary indication is made, proxies are to be voted 
for the election of Jess M. Ravich as the one (1) Class III director or, in the event such nominee is not a candidate or 
is unable to serve as a director at the time of the election (which is not currently expected), for any nominee who 
shall be designated by the Company’s Board of Directors to fill such vacancy. 

Information Regarding Directors 

Biographical information concerning each of the directors and the Class III nominee for director as of the 
date of this Proxy Statement is set forth below.

Name Age Position Year in Which Term Will 
Expire

Jess M. Ravich 54 Class III Director and nominee 2012
Robert Scott Fritz 55 Class I Director 2013
John Scheel 57 Chief Executive Officer, President and Class I Director 2013
Hal G. Byer 55 Class II Director 2014
Olimpio Lee Squitieri 54 Class II Director 2014

HAL G. BYER. Mr. Byer has served as a director of the Company since January 30, 2003. Mr. Byer 
joined Houlihan Lokey as a Senior Vice President in their Financial Sponsors Coverage Group in December 2009.  
From May 2001 to November 2009, Mr. Byer was a Senior Vice President of Libra Securities, LLC (“Libra 
Securities”), a broker-dealer registered with the Securities and Exchange Commission and a FINRA member.  From 
1995 to 2003, Mr. Byer was Chief Executive Officer of Byer Distributing Co., a snack food distribution company.  
From 2000 to 2003, Mr. Byer was also the Chief Operating Officer of eGreatcause.com, an internet start-up 
involved in fundraising for charitable and non-profit organizations that is no longer active.

ROBERT SCOTT FRITZ. Mr. Fritz has served as a director of the Company since January 30, 2003. 
Since May 2002, Mr. Fritz has served as the president of Robert Fritz and Sons Sales Company, a food broker and 
paper distributor that he owns in New Jersey. Mr. Fritz holds a B.S. in Business from Fairleigh Dickinson 
University.

JESS M. RAVICH. Mr. Ravich has served as a director of the Company since June 26, 2006 and the 
Chairman of the Board since August 31, 2006.  Mr. Ravich joined Houlihan Lokey as Managing Director in 
December 2009.  Prior to that, Mr. Ravich was Chairman and Chief Executive Officer of Libra Securities, a Los 
Angeles-based investment banking firm that focused on capital raising and financial advisory services for middle 
market corporate clients and the sales and trading of debt and equity securities for institutional investors.  Prior to 
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founding Libra Securities in 1991, Mr. Ravich was an Executive Vice President at Jefferies & Co., Inc. and a Senior 
Vice President at Drexel Burnham Lambert.  Mr. Ravich serves on the board of directors and compensation 
committee of Cherokee Inc. (Nasdaq GS:  CHKE).  Mr. Ravich has also served as chairman of the board of directors 
of Cherokee Inc. since January 2011.  In addition to his professional responsibilities, Mr. Ravich has also served on 
the Undergraduate Executive Board of the Wharton School and the Board of Trustees of the Archer School for Girls.  
Mr. Ravich has both a B.S and M.S. from the Wharton School and a J.D. from Harvard University.

JOHN SCHEEL. Mr. Scheel has served as the President and Chief Executive Officer of the Company 
since August 31, 2006 and has served as a director of the Company since September 13, 2006.  Mr. Scheel also 
currently serves as the Chief Operating Officer of Pinnacle Steel, LLC (“Pinnacle”) and, pursuant to the 
Management Agreement between KES and Pinnacle, as plant manager of KES’ steel mini-mill in Ashland, 
Kentucky (the “Mill”).  Mr. Scheel has been plant manager of the Mill since January 2004 and has been Chief 
Operating Officer of Pinnacle since September 2002. Prior to joining Pinnacle, Mr. Scheel was Vice President of 
Operations for Birmingham Steel Management from July 2001 to September 2002. Mr. Scheel holds both B.S. and 
M.S. degrees in Metallurgical Engineering from Purdue University and a Master of Business Administration in 
Finance and International Business from Xavier University.

OLIMPIO LEE SQUITIERI.  Mr. Squitieri has served as a director of the Company since May 28, 2008.  
Since January 2001, Mr. Squitieri has served as a partner at Squitieri & Fearon, LLP.  From 1988 through January 
2001, Mr. Squitieri was a partner at the firm formerly known as Abbey, Gardy & Squitieri, LLP.  Since December 
2006, Mr. Squitieri has served as a director and vice president of Sixty Sutton Corp.  Mr. Squitieri also serves as a 
director of SCAN New York, a non-profit organization.  Mr. Squitieri has a B.A. from Rutgers University and a J.D. 
from New York Law School.

Board Committees

The Board does not have a separate audit, nominating, corporate governance or compensation committee.  
The entire Board performs the functions that could be delegated to such committees, including, without limitation, 
reviewing audits and financial reports, determining executive compensation and selecting director nominees.

Board Meetings

During the fiscal year ended September 30, 2011, the Board met five times and took action by written 
consent on one occasion.  During the fiscal year ended September 30, 2011, all incumbent directors attended at least 
75% of the aggregate number of meetings of the Board. The Board encourages the directors to attend the annual 
meetings of stockholders.

Audit Committee Financial Expert

The Board has determined that Mr. Ravich satisfies the definition of an “audit committee financial expert” 
under SEC rules and regulations. This designation does not impose any duties, obligations or liabilities on Mr. 
Ravich that are greater than those generally imposed on him as a member of the Board, and his designation as an 
audit committee financial expert pursuant to this SEC requirement does not affect the duties, obligations or liability 
of any other member of the Board. 

Director Nominations 

The Company’s Board of Directors evaluates director nominees for each election of directors.

In fulfilling its responsibilities, the Board of Directors considers the following factors:

the appropriate size of the Board of Directors; 

the needs of the Company with respect to the particular talents and experience of its directors; 
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the knowledge, skills and experience of nominees, including experience in business, finance, 
administration or public service, in light of prevailing business conditions and the knowledge, skills 
and experience already possessed by other members of the Board of Directors; 

experience with accounting rules and practices; 

applicable regulatory and securities exchange/association requirements; and 

a balance between the benefit of continuity and the desire for a fresh perspective provided by new 
members. 

The Board of Directors’ goal is to assemble a group of directors that brings to the Company a variety of 
perspectives and skills derived from high quality business and professional experience.  In doing so, the Board of 
Directors also considers candidates with appropriate non-business backgrounds. 

Other than the foregoing factors, there are no stated minimum criteria for director nominees.  However, the 
Board of Directors may also consider such other factors as it may deem are in the best interests of the Company and 
its stockholders.  The Board of Directors believes that it is preferable that at least one member of the Board of 
Directors should meet the criteria for an “audit committee financial expert” as defined by SEC rules.  The Board of 
Directors also believes it appropriate for the Company’s Chief Executive Officer to participate as a member of the 
Board of Directors.    

The Board of Directors identifies nominees by first evaluating the willingness of the current members of 
the Board of Directors to continue in service.  Current members of the Board of Directors with skills and experience 
that are relevant to the Company’s business and who are willing to continue in service are considered for re-
nomination, balancing the value of continuity of service by existing members of the Board of Directors with that of 
obtaining a new perspective.  If any member of the Board of Directors up for re-election at an upcoming annual 
meeting of stockholders does not wish to continue in service, the Board of Directors identifies the desired skills and 
experience of a new nominee in light of the criteria above.  Current members of the Board of Directors will be 
polled for suggestions as to individuals meeting the criteria of the Board of Directors.  Research may also be 
performed to identify qualified individuals.  If the Board of Directors believes that it requires additional candidates 
for nomination, the Board of Directors may explore alternative sources for identifying additional candidates.  This 
may include engaging, as appropriate, a third party search firm to assist in identifying qualified candidates. 

The Board will evaluate any recommendation for a director nominee proposed by a stockholder who gives 
timely written notice to the Secretary of the Company.  In order to be timely, the notice must be delivered by a 
nationally recognized courier service or mailed by first class United States mail, postage or delivery charges prepaid, 
and received by the Company at 244 Madison Avenue, PMB #358, New York, New York 10016 not earlier than 
fifty (50) days or more than eighty (80) days prior to the scheduled date of the annual meeting, provided, however,
that if fewer than sixty (60) days’ notice or prior public disclosure of the date of the meeting is given or made to 
stockholders, notice by the stockholder to be timely must be so delivered or mailed and received not later than the
close of business on the tenth (10th) day following the earlier of (a) the day on which such notice of the date of the 
meeting was mailed or (b) the day on which such public disclosure was made.  Additionally, the Company’s Bylaws 
require that all stockholder notices for director nominations contain the following information: 

As to each person whom the stockholder proposes to nominate for election or reelection as a director:

the name, age, business address and residence address of the person;

the principal occupation or employment of the person;

the class, series and number of shares of capital stock of the Company that are owned beneficially 
by the person on the date of such stockholder’s notice;

a statement as to the person’s citizenship; and
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any other information relating to the person that is required to be disclosed in solicitations for 
proxies for election of directors pursuant to Section 14 of the Securities Exchange Act of 1934, 
including, without limitation, such person’s written consent to being named in the Proxy 
Statement as a nominee and to serving as a director if elected.

As to the stockholder giving the notice:

the name and address, as such information appears on the Company’s books, of such stockholder 
and any other stockholders known by such stockholder to be supporting such nominee(s);

the class, series and number of shares of capital stock of the Company that are owned beneficially 
by the stockholder and each other stockholder known by such stockholder to be supporting such 
nominee(s) on the date of such stockholder’s notice; and

a representation that the stockholder is a holder of record of stock of the Company entitled to vote 
at such meeting and intends to appear in person or by proxy at the meeting to nominate the person 
or persons specified in the notice.

A description of all arrangements or understandings between the stockholder and each nominee and 
other person or persons (naming such person or persons) pursuant to which the nomination or 
nominations are to be made by the stockholder.

The Board will evaluate recommendations for director nominees submitted by directors, management or 
qualifying stockholders in the same manner, using the criteria stated above.

All directors and director nominees will submit a completed form of directors’ and officers’ questionnaire 
as part of the nominating process.  The process may also include interviews and additional background and 
reference checks for non-incumbent nominees, at the discretion of the Board. 

Communications with Directors 

If a stockholder wishes to communicate with the Board, they may send their communication in writing to: 
Secretary, ALJ Regional Holdings, Inc., 244 Madison Avenue, PMB #358, New York, New York 10016.  Such 
stockholder must include their name and address in the written communication and indicate whether they are a 
stockholder of the Company.  The Secretary will review any communication received from a stockholder, and all 
material communications from stockholders will be forwarded to the appropriate director or directors or the Board 
based on the subject matter.

Director Compensation 

The Board approved a director compensation program in 2008 providing for an annual payment on the date 
of the Company’s annual stockholders meeting of $12,500 in cash and $12,500 in restricted common stock at the 
fair market value.  On July 18, 2011, pursuant to the program, each member of the Board received a restricted stock 
grant of 21,186 shares of common stock at the fair market value of $0.59 per share on that date.  The restricted stock 
vests monthly over a twelve-month period.  Vesting is contingent upon continued service on the Board.  Directors 
may also be reimbursed for any out-of-pocket expenses they incur in the performance of their responsibilities.

Required Vote

The one (1) Class III nominee receiving the highest number of affirmative votes of the shares present and 
voting at the Annual Meeting in person or by proxy will be elected as the Class III director.  Each proxy cannot be 
voted for a greater number of persons than one.

THE COMPANY’S BOARD OF DIRECTORS RECOMMENDS A VOTE 
“FOR” THE ELECTION OF JESS M. RAVICH AS THE ONE (1) CLASS III DIRECTOR.
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PROPOSAL 2
RATIFICATION OF APPOINTMENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING

FIRM

The Board has appointed Mountjoy as the independent registered public accounting firm for KES (and, if 
the Company were to proceed with a Listing, as the independent registered public accounting firm for the Company 
as well) for the fiscal year ending September 30, 2012 and has further directed that such appointment be submitted 
for ratification by the stockholders at the Annual Meeting.

Stockholder ratification of the appointment of Mountjoy as the independent registered public accounting 
firm is not required by the Company’s Bylaws or otherwise.  However, the Board is submitting the appointment of 
Mountjoy to the stockholders for ratification as a matter of good corporate governance.  If the stockholders fail to 
ratify the appointment, the Board will reconsider whether or not to retain Mountjoy or engage a different firm.  Even 
if the appointment is ratified, the Board, in its discretion, may direct the appointment of a different independent
registered public accounting firm at any time during the year if they determine that such a change would be in the 
best interests of the Company and its stockholders.

As part of its duties, the Board considers whether the provision of services, other than audit services, during 
the fiscal year ended September 30, 2011 by Mountjoy, KES’ independent auditor for that period, is compatible with 
maintaining the auditor’s independence.  The following table sets forth the aggregate fees billed to the Company for 
the fiscal years ended September 30, 2011 and 2010 by Mountjoy.  During the fiscal years ended September 30, 
2011 and 2010, Mountjoy’s audit was limited to KES. The Company’s consolidated financial statements were 
prepared and certified by management and not audited by Mountjoy.

2011 2010

Audit Fees (1) $ 55,544 $ 54,126
Audit-Related Fees (2) $ 5,000 $ 5,000
Tax Fees (3) $ 22,500 $ 22,500
All Other Fees $ 0 $ 0

(1) Consist of fees billed for professional services rendered for the audit of KES’ annual financial statements and 
review of the interim financial statements included in quarterly reports and services that are normally provided 
by the Company’s independent registered public accounting firm in connection with statutory and regulatory 
filings or engagements.

(2) Audit-Related Fees consist of fees billed for assurance and related services that are reasonably related to the 
performance of the audit or review of the Company’s consolidated financial statements and are not reported 
under “Audit Fees.”

(3) Tax Fees consist of fees billed for professional services rendered for tax compliance, tax advice and tax 
planning. The Company’s taxes are completed by RSM McGladery.

Required Vote

The affirmative vote of a majority of the votes cast at the meeting at which a quorum is present, either in 
person or by proxy, is required to approve this proposal.

THE COMPANY’S BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” THE RATIFICATION 
OF THE APPOINTMENT OF MOUNTJOY AS THE INDEPENDENT REGISTERED PUBLIC 

ACCOUNTING FIRM FOR KES (AND, IF THE COMPANY WERE TO PROCEED WITH A LISTING, 
THE RATIFICATION OF THE APPOINTMENT OF MOUNTJOY AS THE INDEPENDENT 

REGISTERED PUBLIC ACCOUNTING FIRM FOR THE COMPANY AS WELL) FOR THE FISCAL 
YEAR ENDING SEPTEMBER 30, 2012
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PROPOSAL 3
STOCKHOLDER PROPOSAL REGARDING LISTING ON NATIONAL SECURITIES EXCHANGE

The following stockholder proposal and stockholder’s supporting statement has been submitted to the 
Company for action at the Annual Meeting by Joseph Corso, Jr., 167 Zock Road, Cuddlebackville, NY 12729, who
owns 12,011,000 shares of the Company’s common stock.  The stockholder proposal and supporting statement are 
presented below as submitted by the stockholder, are quoted verbatim and are in italics.  The Company disclaims all 
responsibility for the content of the proposal and the supporting statement.

Stockholder Proposal

That the Company take all actions necessary and appropriate, in the discretion of its Board of Directors, to 
pursue and effect the listing of its common stock on a national securities exchange (e.g., The Nasdaq Stock Market, 
NYSE Amex LLC or such other exchange as is determined by the Company’s Board of Directors) (the “Listing”),
subject to the Company satisfying the initial listing standards of such exchange.

Stockholder’s Supporting Statement

The Company ceased filing reports with the Securities and Exchange Commission in approximately 2006 
and has traded in the “pink sheets”.  The listing of the Company's common stock on a national securities exchange 
will make our common stock more attractive to a broader range of investors and enhance the trading market and 
liquidity of our common stock. I believe that the listing of our common stock on a national securities exchange is in 
the Company's and our stockholders' best interests. Any incremental costs associated with being a public company 
should be mitigated by the provisions of the JOBS Act that are designed to make it easier for companies with less 
than $1 billion of revenue to become public companies. Additionally, the increased visibility of the common stock 
on a national securities exchange will enhance value for all stockholders.

Board of Directors’ Statement in Opposition to the Proposal

The Company’s Board of Directors recommends a vote “AGAINST” this stockholder proposal.
Unless otherwise specified, proxies will be voted “AGAINST” the proposal. The Board has considered this 
proposal and believes that it is not in the best interests of the Company or its stockholders. 

A stockholder has suggested that the Company pursue and effect a Listing in order to improve the 
visibility and liquidity of the Company’s common stock. The Board of Directors opposes this proposal because it
believes that a Listing would impose substantial costs, including ongoing compliance costs, that outweigh any 
potential benefits of a Listing.

The Company’s common stock currently trades below the price that would satisfy the initial listing 
standards of certain national securities exchanges. As contemplated under the other stockholder proposal, Proposal 
4, the Company would need to effect a reverse stock split in order to increase the per share trading price sufficient to 
satisfy the initial listing standards of such exchanges.  However, the Board believes that a reverse stock split could 
have a negative effect on the liquidity and trading price of the Company’s common stock.  As discussed in more 
detail under the heading “Board of Directors’ Statement in Opposition to the Proposal” under Proposal 4 below, 
stockholders will own a fewer number of shares than they currently own following a reverse stock split, which may 
result in some stockholders owning “odd lots” of less than 100 shares of the Company’s common stock, which may 
be more difficult and costly to sell. A reverse stock split also may not increase the per share price of the Company’s
common stock in proportion to the reduction in the number of shares of the Company’s common stock outstanding 
or result in a permanent increase in the per share price. In fact, the stock price of some companies that have effected 
reverse stock splits has subsequently declined back to pre-reverse stock split levels.

Even if the Company were able to meet applicable listing requirements by a reverse stock split, the 
Company would be subject to significant costs in connection with a Listing.  In order to satisfy the initial listing 
requirements of a national securities exchange, the Company would have to register its common stock with the U.S. 
Securities and Exchange Commission (the “SEC”) by filing a registration statement and becoming a reporting 
company under the Securities Exchange Act of 1934 (the “Exchange Act”). The Company may incur significant 
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accounting and legal fees in preparing a registration statement, and significant SEC filing fees, financial printer 
expenses, transfer agent fees and exchange fees in effecting the Listing. Further, prior to the fiscal year ending 
September 30, 2012, Mountjoy’s audit has been limited to KES. The Company’s consolidated financial statements 
were prepared and certified by management and not audited by Mountjoy.  In connection with filing a registration 
statement, the Company would need to obtain an audit at the parent level for its prior two fiscal years (i.e., the fiscal 
years ended September 30, 2011 and 2010), which may result in substantial costs.

Once a Listing is completed and the Company is operating as an Exchange Act reporting company and 
trading on a national securities exchange, the Company will continue to incur increased costs as it complies with the 
rules and regulations promulgated by both the SEC and the national securities exchange.  For example, the 
Sarbanes-Oxley Act of 2002 would impose costly requirements, including management reporting on the adequacy of 
internal control over financial reporting. Exchange Act reporting companies are also required to file current and 
periodic reports, which will require the continued involvement of legal counsel.  Although the Company currently 
provides annual and quarterly reports, it is not subject to many Exchange Act requirements relating to such 
disclosures, and becoming compliant with such requirements will be costly.  Also, there will be continuing audit 
fees for annual audits and review of interim financial statements.

For the foregoing reasons, the Board of Directors believes that this stockholder proposal is not in the best 
interests of the Company or its stockholders and recommends a vote “AGAINST” this proposal.

Vote Required

The affirmative vote of a majority of the votes cast at the meeting at which a quorum is present, either in 
person or by proxy, is required to approve this proposal. In counting votes, abstentions and broker non-votes 
will not be counted and will not affect the outcome of the vote. This proposal is advisory in nature and not 
binding on the Board of Directors or the Company.

THE COMPANY’S BOARD OF DIRECTORS RECOMMENDS A VOTE “AGAINST” THE
PROPOSAL THAT THE COMPANY TAKE ALL ACTIONS NECESSARY AND APPROPRIATE, IN THE

DISCRETION OF ITS BOARD OF DIRECTORS, TO PURSUE AND EFFECT THE LISTING OF ITS 
COMMON STOCK ON A NATIONAL SECURITIES EXCHANGE (E.G., THE NASDAQ STOCK 
MARKET, NYSE AMEX LLC OR SUCH OTHER EXCHANGE AS IS DETERMINED BY THE 

COMPANY’S BOARD OF DIRECTORS), SUBJECT TO THE COMPANY SATISFYING THE INITIAL 
LISTING STANDARDS OF SUCH EXCHANGE.
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PROPOSAL 4
STOCKHOLDER PROPOSAL REGARDING REVERSE STOCK SPLIT

The following stockholder proposal and stockholder’s supporting statement has been submitted to the 
Company for action at the Annual Meeting by Joseph Corso, Jr., 167 Zock Road, Cuddlebackville, NY 12729, who
owns 12,011,000 shares of the Company’s common stock.  The stockholder proposal and supporting statement are 
presented below as submitted by the stockholder, are quoted verbatim and are in italics.  The Company disclaims all 
responsibility for the content of the proposal and the supporting statement.

Stockholder Proposal

That in connection with effecting the Listing, the Company file an amendment to its certificate of 
incorporation to effect a reverse stock split of its common stock by a ratio of between 13-1 to 20-1, as determined by 
the Company’s Board of Directors, such that upon filing of the Certificate of Amendment with the Secretary of State 
of the State of Delaware, for every thirteen (13) to twenty (20) shares of common stock of the Company outstanding 
immediately preceding the filing of such Certificate of Amendment, as determined by the Company’s Board of 
Directors, one (1) share of common stock shall be outstanding.

Stockholder’s Supporting Statement

I am submitting this proposal regarding a reverse stock split to the stockholders for approval with
the primary intent of increasing the per share market price of our common stock to enhance our ability to meet the 
initial listing requirements of a national securities exchange, which I believe will make our common stock more 
attractive to a broader range of investors and enhance the trading market and liquidity of our common stock. As 
discussed below, the reverse stock split should have the effect of increasing the market price of our common stock in 
order to satisfy the initial listing requirements of a national securities exchange. Accordingly, for these and other 
reasons discussed below, I believe that effecting the reverse stock split is the Company's and its stockholders' best 
interests.

In addition, I believe the reverse stock split will make our common stock more attractive to a
broader range of investors, as I believe that the current market price of our common stock may prevent certain 
institutional investors, professional investors and other members of the investing public from purchasing our stock.
Many brokerage houses and institutional investors have internal policies and practices that either prohibit them 
from investing in low-priced stocks or may prohibit individual brokers from recommending low-priced stocks to 
their customers. Furthermore, some of those policies and practices may function to make the processing of trades in 
low-priced stocks economically unattractive to brokers. Moreover, because brokers’ commissions on low-priced 
stocks generally represent a higher percentage of the stock price than commissions on higher-priced stocks, the 
current average price per share of common stock can result in individual stockholders paying transaction costs 
representing a higher percentage of their total share value than would be the case if the share price were higher. I
believe that the reverse stock split will make our common stock a more attractive and cost effective investment for 
many investors, which we in turn believe would enhance the liquidity of the holders of our common stock.

Board of Directors’ Statement in Opposition to the Proposal

The Company’s Board of Directors recommends a vote “AGAINST” this stockholder proposal.
Unless otherwise specified, proxies will be voted “AGAINST” the proposal. The Board has considered this 
proposal and believes that it is not in the best interests of the Company or its stockholders. 

The Board of Directors opposes this stockholder proposal because it believes that any increase in the 
trading price of the Company’s common stock that results from a decrease in the number of outstanding shares may 
be negated by a corresponding decrease in liquidity and the negative perception of reverse stock splits held by some 
investors, analysts and other stock market participants.

The Company’s common stock currently trades below the price that would satisfy the initial listing 
standards of certain national securities exchanges in connection with the Listing contemplated under Proposal 3.
This stockholder proposal would effect a reverse stock split in order to reduce the number of outstanding shares of 
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the Company’s capital stock, thereby increasing the per share trading price sufficient to meet the initial listing 
standards of such exchanges.

However, any increase in the trading price of the Company’s common stock as a result of a reverse stock 
split may be negated by the adverse effect on liquidity that might be caused by a reduced number of shares issued 
and outstanding after the reverse stock split.  If a reverse stock split is effected, the Company’s stockholders will 
own a fewer number of shares than they currently own (a number equal to the number of shares owned immediately 
prior to the reverse stock split divided by the applicable number within the approved range). If approved and 
implemented, the reverse stock split may result in some stockholders owning “odd lots” of less than 100 shares of 
the Company’s common stock. Odd lot shares may be more difficult to sell, and brokerage commissions and other 
costs of transactions in odd lots are generally somewhat higher than the costs of transactions in "round lots" of even 
multiples of 100 shares.

A reverse stock split may not increase the per share price of the Company’s common stock in proportion to 
the reduction in the number of shares of the Company’s common stock outstanding or result in a permanent increase 
in the per share price (which depends on many factors, including the Company’s performance, prospects and other 
factors that may be unrelated to the number of shares outstanding). The stock price of some companies that have 
effected reverse stock splits has subsequently declined back to pre-reverse stock split levels.  Further, other factors 
such as the Company’s financial results, market conditions, the state of the Company’s industry and the market 
perception of the Company’s business may adversely effect the market price of the Company’s common stock. As a 
result, there can be no assurance that the price of the Company’s common stock would be maintained at the per 
share price in effect immediately following the effective time of the reverse stock split. Further, even if the 
Company’s stock price satisfies an exchange’s minimum bid price listing requirements, the Company may fail to 
meet other listing requirements.

For the foregoing reasons, the Board of Directors believes that this stockholder proposal is not in the best 
interests of the Company or its stockholders and recommends a vote “AGAINST” this proposal.

Vote Required

The affirmative vote of a majority of the shares of common stock of the Company outstanding and entitled 
to vote at the Annual Meeting, either in person or by proxy, is required to approve this proposal. In counting votes, 
abstentions and broker non-votes will be treated as votes against this proposal. This proposal is advisory in 
nature and not binding on the Board of Directors or the Company.

THE COMPANY’S BOARD OF DIRECTORS RECOMMENDS A VOTE “AGAINST” THE PROPOSAL
THAT IN CONNECTION WITH EFFECTING THE LISTING, THE COMPANY FILE AN AMENDMENT 

TO ITS CERTIFICATE OF INCORPORATION TO EFFECT A REVERSE STOCK SPLIT OF ITS
COMMON STOCK BY A RATIO OF BETWEEN 13-1 TO 20-1, AS DETERMINED BY THE 

COMPANY’S BOARD OF DIRECTORS, SUCH THAT UPON FILING OF THE CERTIFICATE OF 
AMENDMENT WITH THE SECRETARY OF STATE OF THE STATE OF DELAWARE, FOR EVERY 

THIRTEEN (13) TO TWENTY (20) SHARES OF COMMON STOCK OF THE COMPANY 
OUTSTANDING IMMEDIATELY PRECEDING THE FILING OF SUCH CERTIFICATE OF 

AMENDMENT, AS DETERMINED BY THE COMPANY’S BOARD OF DIRECTORS, ONE (1) SHARE 
OF COMMON STOCK SHALL BE OUTSTANDING.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth, as of June 13, 2012, the beneficial ownership of common stock with respect 
to (i) each person who was known by the Company to own beneficially more than 5% of the outstanding shares of 
common stock, (ii) each director, (iii) the Company’s chief executive officer, and (iv) all directors and executive 
officers as a group. As of June 13, 2012, the Company had 57,246,598 shares of common stock issued and 
outstanding, which was the only class of voting securities authorized or outstanding.  

Name and Address
of Beneficial Owner

Amount and Nature of
Beneficial Ownership (1)

Percent of
Class

Executive Officers and Directors:

Robert Scott Fritz, Director
711 Sycamore Avenue
Tinton Falls, NJ 07701

754,011 1.32%

Hal G. Byer, Director
c/o Houlihan Lokey
10250 Constellation Blvd., 5th Floor
Los Angeles, CA 90067

516,028 *%

Jess M. Ravich, Chairman of the Board
149 S. Barrington Ave., #828
Los Angeles, CA 90049

13,154,569(2) 22.98%

John Scheel, Chief Executive Officer, President 
and Director
c/o KES Acquisition Company
P.O. Box 2119
Ashland, Kentucky 41105

738,460 1.29%

Olimpio Lee Squitieri, Director
c/o Squitieri & Fearon, LLP
32 East 57th Street, 12th Floor
New York, New York 10022

1,505,510(3) 2.63%

T. Robert Christ, Chief Financial Officer
P.O. Box 99418
San Diego, CA 92169

200,000(4) *%

All current directors and officers as a group 16,868,578(5) 29.47%

5% Stockholders:

Joseph Corso, Jr.
167 Zock Road
Cuddlebackville, NY 12729

12,011,000(6) 20.98%

Palermo Ravich Foundation
5700 Wilshire Blvd., Suite 2000
Los Angeles, CA 90036

4,044,834 7.07%

* Less than 1%
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(1) Consistent with the regulations of the U.S. Securities and Exchange Commission, shares of common stock 
issuable upon exercise of derivative securities by their terms exercisable within 60 days of June 13, 2012 are deemed 
outstanding for the purpose of computing the percentage ownership of the person holding such options but are not 
deemed outstanding for computing the percentage ownership of any other person. Unless otherwise indicated 
below, to the knowledge of the Company, the persons and entities named in this table have sole voting and sole 
investment power with respect to all shares beneficially owned, subject to community property laws where 
applicable.

(2) Includes 192,968 shares held by Mr. Ravich, 10,961,601 shares held by the Ravich Revocable Trust of 1989 and 
2,000,000 shares issuable upon exercise of currently vested options held by Mr. Ravich.

(3) Includes 200,000 shares held in a custodial account for the benefit of Mr. Squitieri’s daughter over which he has 
dispositive power.  Mr. Squitieri disclaims beneficial ownership for these shares.  

(4) Includes 200,000 shares issuable upon exercise of currently vested options.

(5) Includes 2,200,000 shares issuable upon exercise of currently vested options.

(6) Based on information provided by Mr. Corso.
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Certain Relationships and Related Transactions 

Since the acquisition of the Mill, the Mill has been operating under a Management Services Agreement (the 
“Pinnacle Agreement”) with Pinnacle Steel, LLC (“Pinnacle”).  Pinnacle is entitled to a monthly management fee 
and a management incentive fee as provided in the Pinnacle Agreement. John Scheel, a director of the Company, is 
a principal of and receives compensation from Pinnacle.

Jess M. Ravich, who is the Chairman of the Board and a director of KES, holds: (1) subordinated term 
loans (“Subordinated Loans”) under the Subordinated Financing Agreement dated as of July 20, 2009 by and 
among KES, the lenders a party thereto and Ableco Finance LLC as collateral and administrative agent, (2) Series B 
Common Stock of KES, (3) either directly or through a related trust, 11,154,569 shares of the Company’s common 
stock, (4) 2,000,000 shares of the Company’s Common Stock issuable upon exercise of currently vested options and 
(5) 1,187 shares of Series A Preferred Stock of KES.  Additionally, Libra Securities, an affiliate of Mr. Ravich, 
holds Subordinated Loans and 712 shares of Series A Preferred Stock of KES.

Robert Scott Fritz and Hal G. Byer, both directors of the Company, are holders of Subordinated Loans and 
shares of Series B common stock of KES.

On February 15, 2011, the Company repurchased 25,390, 33,854 and 10,156 shares of its Series A 
Preferred Stock (the “ALJ Repurchased Stock”) from Messrs. Fritz, Byer, and Jon Diamond, a former director of 
the Company, respectively, plus accrued dividends thereon for aggregate consideration of $277,600 (the “ALJ 
Stock Repurchase”).  The ALJ Repurchased Stock had a face value of approximately $277,600 plus accrued 
dividends of approximately $147,485.  The ALJ Stock Repurchase was effected pursuant to stock repurchase 
agreements between the Company and the holders of the ALJ Repurchased Stock dated February 15, 2011.  

On June 16, 2011, the Company repurchased the remaining 305,156 shares of its Series A Preferred Stock, 
including all accrued but unpaid dividends thereon (the “Ravich Repurchased Stock”), from a trust related to Mr. 
Ravich, for aggregate consideration of 3,774,632 shares of the Company’s common stock (the “Ravich Stock 
Repurchase”).  The aggregate liquidation value of the Ravich Repurchased Stock was approximately $1,887,316.  
The Ravich Stock Repurchase took place at an implied price of $0.50 per share. The Ravich Stock Repurchase was 
effected pursuant to a Series A Preferred Stock Exchange Agreement between the Company and the holder of the 
Ravich Repurchased Stock dated June 16, 2011. Following the Ravich Stock Repurchase, there are no shares of 
Series A Preferred Stock outstanding.

In connection with the refinance of KES’ credit facility in September 2011, KES entered into a Fee and 
Reimbursement Agreement dated as of September 30, 2011 by and among KES, Mr. Ravich, a trust related to Mr. 
Ravich, and another guarantor.  Mr. Ravich, the related trust and the other guarantor collectively guaranteed KES’ 
term loan under the credit facility. KES agreed to pay the related trust a one-time fee of $100,000 at the closing on 
September 30, 2011, and $250,000 upon and in the event that Mr. Ravich shall cease to be a member of the Board 
other than by reason of his voluntary resignation therefrom. In connection with the prior refinance of KES’ credit 
facility in May 2010, KES entered into a Fee and Reimbursement Agreement dated as of May 28, 2010 by and 
among KES, Mr. Ravich and the related trust. Mr. Ravich and the related trust collectively guaranteed KES’ term 
loan under the credit facility. KES agreed to pay Mr. Ravich and the related trust a one-time fee of $100,000 at the
closing on May 28, 2010, and an additional $50,000 on the first anniversary of the closing.

On September 30, 2011, KES repurchased $9.1 million of aggregate principal of the Subordinated Loans 
plus $2.9 million in accrued interest thereon from the holders thereof. The Subordinated Loans repurchased 
included principal of $49,084 repurchased from Mr. Fritz, principal of $87,587 repurchased from Mr. Byer, 
principal of $1.8 million repurchased from a trust related to Mr. Ravich, principal of $2.1 million repurchased from 
Libra Securities and principal of $140,836 repurchased from the Company.

The terms of all of the foregoing transactions were approved by the independent members of the Board.
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STOCKHOLDER PROPOSALS 

Under the Company’s Bylaws, a stockholder who wishes to make a proposal at the 2013 annual meeting of
stockholders must deliver notice to the Company by a nationally recognized courier service or first class United 
States mail, postage or delivery charges prepaid, and such notice must be received at the principal executive offices 
of the Company addressed to the attention of the Secretary of the Company not earlier than ninety (90) days nor 
more than one hundred twenty (120) days in advance of the date that this Proxy Statement is released to the 
stockholders in connection with this year’s annual meeting of stockholders; provided, however, that in the event that 
no annual meeting is held this year or the date of the 2013 annual meeting has been changed by more than thirty (30) 
days from the date of this year’s annual meeting as contemplated at the time of this Proxy Statement, notice by the 
stockholder must be received by the Secretary of the Company not later than the close of business on the later of (a)
the ninetieth (90th) day prior to such annual meeting and (b) the seventh (7th) day following the day on which 
public announcement of the date of such meeting is first made. A stockholder’s notice to the Secretary shall set 
forth as to each matter the stockholder proposes to bring before the annual meeting (i) a brief description of the 
business desired to be brought before the annual meeting, the text of the proposal or business (including the text of 
any resolutions proposed for consideration and in the event that such business includes a proposal to amend the 
bylaws of the Company, the language of the proposed amendment), and the reasons for conducting such business at 
the annual meeting, (ii) the name and record address of the stockholder proposing such business and the beneficial 
owner, if any, on whose behalf the proposal is made, (iii) the class, series and number of shares of the Company that 
are owned beneficially and of record by the stockholder and such beneficial owner, (iv) any material interest of the 
stockholder in such business, and (v) any other information that is required to be provided by the stockholder 
pursuant to Section 14 of the Securities Exchange Act of 1934 and the rules and regulations promulgated thereunder 
in such stockholder’s capacity as a proponent of a stockholder proposal.

ANNUAL REPORT 

The Company’s Annual Report for the fiscal year ended September 30, 2011 is available at 
www.voteproxy.com, www.pinksheets.com and www.aljregionalholdings.com.  The Company’s Annual Report 
does not constitute, and should not be considered, a part of this Proxy. 

OTHER MATTERS

If any other matters are properly brought before the meeting, it is the intention of the persons named in the 
proxy to vote on such matters in accordance with their best judgment. 

All stockholders are urged to complete, sign, date and return the Proxy Card, or vote by telephone or 
by Internet.

By Order of the Board of Directors 

/s/ John Scheel
John Scheel
President, Chief Executive Officer 
and Class I Director

June 27, 2012
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ALJ REGIONAL HOLDINGS, INC. 

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS 

Statements in this report (the “Report”) regarding financial and operating performance and other statements 
that are not historical facts, including, among others, statements regarding the Company’s ability to fund its 
operations, service indebtedness, improve operating efficiencies, benefit from financial and corporate 
restructuring, offset future income against net operating loss carryovers (“NOLs”) and use its rights plan to 
preserve NOLs, constitute forward-looking statements.  In general, you can identify forward-looking 
statements by the presence of words such as “anticipate,” “believe,” “estimate,” “expect, “intend,” “may,” 
“plan,” “predict,” “project,” “will,” and similar expressions.   

Forward-looking statements are based on reasonable expectations and are subject to risks and uncertainties.  
Actual results will differ, perhaps materially, from those set forth or implied by such forward-looking 
statements due to a variety of factors, including, among others: 

Economic or other cyclical changes in market supply and demand for steel; 
Monetary or trade policy affecting the price, import or export of steel;  
Price competition resulting from excess steelmaking capacity in the market, imports of low-priced 
steel from overseas or consolidation of steelmaking operations; 
Changes in the availability or cost of raw materials, supplies and energy, including steel scrap, 
electricity, natural gas or other utilities; 
Unanticipated equipment failures and plant outages or extraordinary operating expenses; 
Margin compression resulting from the inability to pass expense increases or surcharges to 
customers;  
Loss of business from one or more major customers or end-users; 
Labor unrest, work stoppages or strikes involving the steel industry in general and in particular the 
workforce of the Company or those of its important suppliers or customers; 
Adverse weather conditions affecting the Company’s operations or the operations of its important 
suppliers or customers; 
The impact of, or changes in, environmental laws or in the application of other legal or regulatory 
requirements upon the Company’s production processes or costs of production or upon those of its 
suppliers or customers, including actions by government agencies, such as the U.S. Environmental 
Protection Agency or the Kentucky Department for Environmental Protection;  
Private or governmental liability claims or litigation, or the impact of any adverse outcome of any 
litigation on the adequacy of the Company’s reserves, the availability or adequacy of its insurance 
coverage, its financial well-being or its business and assets; 
Changes in interest rates or other borrowing costs, or the effect of existing loan covenants or 
restrictions upon the cost or availability of credit to fund operations or take advantage of other 
business opportunities;  
Changes in the Company’s business strategies or development plans which it may adopt or which 
may be brought about in response to actions by its suppliers or customers, and any difficulty or 
inability to successfully consummate or implement as planned any planned or potential projects, 
acquisitions, joint ventures or strategic alliances; and  
Changes in tax laws or regulations regarding the use and/or preservation of NOLs.   

The Company also is subject to general business risks, including its success in continuing to settle the 
Company’s outstanding obligations from its prior business activities, results of tax audits, the Company’s 
ability to retain and attract key employees, acts of war or global terrorism, and unexpected natural disasters.   

Any forward-looking statements included in this Report are made as of the date hereof and based on 
information available to the Company as of the date hereof.  Subject to applicable law, the Company 
assumes no obligation to update any forward-looking statements. 
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ITEM 1.  EXACT NAME OF THE ISSUER AND THE ADDRESS OF ITS PRINCIPAL 
EXECUTIVE OFFICES 

ALJ Regional Holdings, Inc. (“ALJ” or the “Company”) has its principal offices at: 

244 Madison Avenue, PMB 358 
New York, NY  10016 
Phone:  (212) 883-0083 
Fax:  (606) 929-1261 

References to the “Company,” “we,” “us” and “our” are to the consolidated operations of ALJ, including 
the operations of its subsidiaries, except to the extent the context is intended to refer only to ALJ.  The 
Company was originally incorporated in the State of Delaware under the name Nuparent, Inc. on June 22, 
1999.  The Company’s name was changed to YouthStream Media Networks, Inc. on June 24, 1999 and that 
name was used through October 23, 2006.  The Company’s name was changed to ALJ Regional Holdings, 
Inc. on October 23, 2006. 

The Company’s investor relations contact is Jess Ravich, the Chairman of the Board.  Mr. Ravich can be 
reached at (310) 789-5741. 

The Company’s transfer agent is American Stock Transfer & Trust Company, LLC whose address and 
phone number are: 

American Stock Transfer & Trust Company, LLC 
Operations Center 
6201 15th Avenue 
Brooklyn, NY  11219 
(718) 921-8293 

ITEM 2.  SHARES OUTSTANDING 

The Company has only two classes of securities; common stock and preferred stock, the details of which 
are disclosed in the table below. 

 Common Stock Preferred Stock 
Period End Date Period End Date 

March 31,           
2012 

September 30, 
2011 

September 30, 
2010 

March 31,      
2012 

September 30, 
2011 

September 30, 
2010 

Number of 
Shares
Authorized 

100,000,000 100,000,000 100,000,000 5,000,000 5,000,000 5,000,000 

Number of 
Shares
Outstanding 

56,934,040 56,934,040 49,729,574 0 0 374,556 

Of the 5,000,000 shares of preferred stock authorized, 1,000,000 shares have been designated as Series A 
Preferred Stock, none of which are currently issued and outstanding and 550,000 shares have been 
designated as Series B Preferred Stock, none of which are currently issued and outstanding.   
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ITEM 3.  INTERIM FINANCIAL STATEMENTS 

ALJ REGIONAL HOLDINGS, INC. 
CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED) 

March 31, 
2012 

 September 30, 
2011 

   
     
ASSETS     
Current assets:     

Cash and cash equivalents  $ 1,836,125  $          1,282,228   
Accounts receivable, less allowance for doubtful accounts of $736,152 

at March 31, 2012 and $703,532 at September 30, 2011 14,427,556 14,522,393 
Inventories  27,919,269  28,351,131 
Prepaid expenses and other current assets  679,751  1,310,364 
Deferred taxes  3,059,567  3,059,567 

Total current assets  47,922,268        48,525,683   
     
Property, plant and equipment  5,107,203           5,107,203 
Less accumulated depreciation and amortization  (2,754,291)          (2,573,958)   

Property, plant and equipment, net  2,352,912  2,533,245 
     
Other assets:      
      

Deposits  924,460  924,460   
Deferred loan costs, net of amortization  343,308  398,719 
Investment in Bellator  90,228  90,228 

            Total other assets  1,357,996  1,413,407 
Total assets  $ 51,633,176  $    52,472,335 
     

(continued) 
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ALJ REGIONAL HOLDINGS, INC. 
CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED) 

(continued) 

March 31,
2012 

September 30, 
 2011 

     
LIABILITIES AND STOCKHOLDERS’ DEFICIENCY     
Current liabilities:     

Accounts payable  $ 10,172,654  $      9,888,998 
Accrued expenses  2,890,175           3,378,535 
Accrued interest payable – 8% subordinated term loans  793,809  1,476,233 
Income taxes payable  563,485  867,300 
Current portion of term loans   2,000,000  2,535,208 
Current portion of capital lease obligation  88,581  171,792 
Liabilities related to discontinued operations  2,984,660           2,984,660 

Total current liabilities  $   19,493,364  $     21,302,726 
     
Non-current liabilities:     

   Secured line of credit      13,352,753  16,725,304 
8% subordinated term loans  18,998,210        19,832,003 
Term loans, less current portion  3,000,000  4,000,000 

      
Series A Preferred stock of subsidiary subject to mandatory 

redemption; 13% cumulative, non-convertible, redeemable 
preferred stock, mandatory redemption and liquidation value of 
$1,000 per share; 5,936 shares issued and outstanding at March 
31, 2012 plus cumulative dividends of $5,480,755, 5,936 
shares issued and outstanding at September 30, 2011 plus 
cumulative dividends of $5,093,760 11,416,755 11,029,760 

Deferred tax liability  383,158  383,158 
Minority interest – related parties  6,722,460  5,775,831 
Total liabilities  $   73,366,700  $   79,048,782 
     
Commitments and contingencies     
     
Stockholders’ deficiency:     

Common stock, $0.01 par value; authorized - 100,000,000 
shares; 56,934,040 issued and outstanding at March 31, 
2012 and September 30, 2011 569,340 569,340 

Additional paid-in capital  288,377,764  288,365,584 
Accumulated deficit  (309,851,052)  (314,681,795) 
Treasury stock – 607,500 shares, at cost  (829,576)  (829,576) 

Total stockholders’ deficiency  (21,733,524)  (26,576,447) 
Total liabilities and stockholders’ deficiency  $ 51,633,176  52,472,335 

See accompanying notes to condensed consolidated financial statements. 
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ALJ REGIONAL HOLDINGS, INC. 
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED) 

Three Months Ended Six Months Ended 
 March 31, March 31, 

      
2012 2011 2012 2011 

       
NET SALES $44,384,069 $40,292,498  $83,278,959  $72,966,674 
      
COSTS AND EXPENSES      

Cost of sales 37,088,827 33,986,987  70,492,276  62,828,309 
Selling 577,269 480,119  1,114,728  934,271 
General and administrative 2,020,353 1,815,204  3,715,837  3,192,639 

Total cost of operations 39,686,449 36,282,310  75,322,841  66,955,219 
Income from operations 4,697,620 4,010,188  7,956,118  6,011,455 

      
OTHER INCOME (EXPENSE)      

Interest income 2,899 36,509  14,292  37,802 
Interest expense:      

13% Series A Preferred Stock (192,440) (190,325)  (386,995)  (384,880)
Subordinated loans payable (388,775) (615,407)  (793,809)  (1,244,490)
Other (241,720) (269,737)  (609,314)  (579,238)

Other income (expense), net (11,550) 4,300  4,504  27,559 
Gain on extinguishment of debt - 147,941  -  147,941 

Total other income (expense) (831,586) (886,719)  (1,771,322)  (1,995,306)
INCOME (LOSS) BEFORE INCOME TAXES AND 

MINORITY INTEREST 
3,866,034 3,123,469  6,184,796  4,016,149 

Income taxes (121,472) (366,869)  (407,425)  (471,767)
INCOME (LOSS) BEFORE MINORITY INTEREST 3,744,562 2,756,600  5,777,371  3,544,382 

      
MINORITY INTEREST – related parties (637,585) (466,672)  (946,628)  (591,944)
      
NET INCOME (LOSS) 3,106,977 2,289,928  4,830,743  2,952,438 
      
NET INCOME (LOSS) PER COMMON SHARE -      

Basic $0.05 $0.05  $0.08  $0.06 
Dilutive $0.05 $0.05  $0.08  $0.06 

       
WEIGHTED AVERAGE NUMBER OF COMMON 

SHARES OUTSTANDING 
      

Basic 56,934,040 49,729,574  56,934,040  49,729,574 
Dilutive 59,434,040 50,229,574  59,434,040  50,029,574 
      
      

See accompanying notes to condensed consolidated financial statements. 
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ALJ REGIONAL HOLDINGS, INC. 
CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS’ DEFICIENCY 

(UNAUDITED) 
SIX MONTHS ENDED MARCH 31, 2012 

  Common Stock  Additional Paid-in  Accumulated  Treasury   
  Shares  Amount  Capital  Deficit  Stock  Total 

             
Balances at September 

30, 2011 56,934,040  $ 569,340  $ 288,365,584  $ (314,681,795)  $ (829,576)  $ (26,576,447)
Share-based

compensation:            
Restricted Stock      12,180      12,180 

Net income         4,830,743    4,830,743 
Balances at March 31, 

2012 56,934,040  $ 569,340  $ 288,377,764  $ (309,851,052)  $ (829,576)  $ (21,733,524)
             
             

See accompanying notes to condensed consolidated financial statements 
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ALJ REGIONAL HOLDINGS, INC. 
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED) 

Six Months Ended 
March 31, 

2012 2011 
    

CASH FLOWS FROM OPERATING ACTIVITIES     
Net income (loss)  $ 4,830,743  $ 2,952,438 
Adjustments to reconcile net income (loss) to net cash provided by (used in) 

operating activities: 
    

Net change in liabilities related to discontinued operations  --  -- 
Depreciation and amortization  180,333  193,583 
Stock-based compensation  12,180  108,042 
Gain on extinguishment of debt  --  (147,941) 
Amortization of deferred loan costs  55,411  176,712 
Provision for bad debts  36,621  121,695 

    
Minority interest – related parties  946,629  591,945 
Changes in operating assets and liabilities:     

Decrease (increase) in -     
Accounts receivable, net  58,216  (4,487,441) 
Inventories  431,862  (5,142,011) 
Income taxes receivable  --  -- 
Prepaid expenses and other receivables  630,613  963,741 
Deposits  --  -- 

Increase (decrease) in -     
Accounts payable  283,656  4,551,916 
Accrued expenses  (488,360)  770,567 
Income taxes payable  (303,815)  367,189 

NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES  6,674,089  1,020,435 
    

CASH FLOWS FROM INVESTING ACTIVITIES     
Acquisition of capital lease equipment  --  -- 
NET CASH PROVIDED BY (USED IN) INVESTING ACTIVITIES  --  -- 

    
    

CASH FLOWS FROM FINANCING ACTIVITIES     
Payments under equipment capital lease obligation  (83,211)  (73,845) 
Principal repayments on  8% subordinated loans  (833,793)  -- 
Accrued interest on 8% subordinated loans  793,809  1,229,214 
Repayments of interest on 8% subordinated loans  (1,476,233)  (1,075,091) 
Partial repayment on 4% Preferred Stock  --  (277,600) 
Accrued dividends on 4% Preferred Stock  --  28,543 
Accrued dividends on 13% Preferred Stock  386,995  384,880 
Repayments on Lake Forest term note payable  (535,208)  (533,275) 
Repayments on PNC term loans  (1,000,000)  (1,514,714) 
Net proceeds (repayments) under secured line of credit  (3,372,551)  909,915 
NET CASH  (USED IN) PROVIDED BY FINANCING ACTIVITIES  (6,120,192)  (921,973) 

    
NET CASH PROVIDED BY (USED IN) OPERATING, INVESTING AND 
FINANCING ACTIVITIES 

 553,897  98,462 

    
CASH AND CASH EQUIVALENTS     
Net increase (decrease)  553,897  98,462 
Balance at beginning of period  1,282,228  391,470 
Balance at end of period  1,836,125  489,932 

    
SUPPLEMENTAL CASH FLOW INFORMATION     
Cash paid for -     

Interest  2,300,609  1,357,200 
Income taxes  271,944  104,577 

    

See accompanying notes to condensed consolidated financial statements.
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ALJ REGIONAL HOLDINGS, INC. 
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED) 

MARCH 31, 2012 

1.  Organization and Basis of Presentation 

Basis of Presentation 

The accompanying consolidated financial statements include the accounts of ALJ Regional Holdings, Inc. 
(“ALJ” or the “Company”), and its direct and indirect wholly and majority-owned subsidiaries.  The 
consolidated financial statements have been prepared in accordance with generally accepted accounting 
principles in the United States of America.  All inter-company items and transactions have been eliminated 
in consolidation. 

Commencing March 1, 2005, the Company has included the operations of a steel mini-mill (the “Mill”) 
owned and operated by its majority-owned subsidiary, KES Acquisition Company, a Delaware corporation 
fka YouthStream Acquisition Corp (“KES”), in its consolidated financial statements (see Note 2 to 
Consolidated Financial Statements), which represents the only business segment in which the Company 
currently operates. 

The accompanying condensed consolidated financial statements are unaudited, but in the opinion of 
Company management, contain all adjustments, which include normal recurring accruals, necessary to 
present fairly the financial position at March 31, 2012 and September 30, 2011, the results of operations for 
the six months ended March 31, 2012 and 2011, and the cash flows for the six months ended March 31, 
2012 and 2011. 

Certain information and footnote disclosures normally included in financial statements that have been 
prepared in accordance with generally accepted accounting principles have been condensed or omitted, 
although management of the Company believes that the disclosures contained in these financial statements 
are adequate to make the information presented therein not misleading. 

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

The results of operations for the six months ended March 31, 2012 are not necessarily indicative of the 
results of operations to be expected for the full fiscal year ending September 30, 2012.

Liquidity and Capital Resources 

The Company recognized net income of $4.8 million for the six month period ended March 31, 2012 and 
generated a positive cash flow from operating activities of $6.7 million for the six months ended March 31, 
2012.  The Company used $6.1 million in financing activities and had an accumulated deficit of $309.9 
million and a stockholders’ deficiency of $21.7 million at March 31, 2012. 

The Company recognized net income of $11.4 million for the year ended September 30, 2011 and 
generated a positive cash flow from operating activities of $8.2 million for the year ended September 30, 
2011.  The Company used $7.3 million in operating activities and had an accumulated deficit of $314.7 
million and a stockholders’ deficiency of $26.6 million at September 30, 2011.  The Mill relies on cash 
flows from operations and a secured credit facility with PNC Bank, National Association to fund its 
operations. 

Based on its current level of operations, the Company believes that its current cash resources provided by 
operations and the Credit Facility (as defined below) will be adequate to fund its operations through March 
31, 2013.  However, to the extent the Company’s estimates are inaccurate or its assumptions are incorrect, 
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the Company may not have sufficient cash resources to fund its operations.  In such event, the Company 
may have to seek additional financing for the business. 

The Company’s management may also consider various strategic alternatives in the future, including the 
acquisition of new business opportunities, which may be from related or unrelated parties.  However, there 
can be no assurances that such efforts will ultimately be successful.  The Company may finance any 
acquisitions through a combination of debt and/or the issuance of equity securities. 

2.  Nature of Operations and Summary of Significant Accounting Policies   

Nature of Operations 

ALJ is a holding company, whose primary asset is a majority share of the outstanding common stock and 
100% of the voting securities of KES, the owner and operator of the Mill, which manufactures and sells 
steel bar flats. 

Cash and Cash Equivalents 

Cash and equivalents include all cash, demand deposits and money market accounts with original 
maturities of three months or less. 

Accounts Receivable 

The Company grants credit to its customers generally in the form of short-term trade accounts receivable. 
Management evaluates the credit risk of its customers utilizing historical data and estimates of future 
performance. 

Accounts receivable are stated at the amount management expects to collect from outstanding balances. 
When appropriate, management provides for probable uncollectible amounts through a provision for 
doubtful accounts and an adjustment to a valuation allowance. Management reviews and adjusts this 
allowance periodically based on the aging of accounts receivable balances, historical write-off experience, 
customer concentrations, customer creditworthiness and current industry and economic trends. Balances 
that are still outstanding after management has used reasonable collection efforts are written off through a 
charge to the valuation allowance and a credit to accounts receivable. 

Inventory 

Inventories are comprised of raw materials (consisting of alloys and scrap metal), semi-finished goods 
(billets) and finished goods. Inventory costs include material, labor and manufacturing overhead. 
Inventories are valued at the lower of average cost or market. The average cost of the billets and scrap 
metal is adjusted periodically to reflect current changes in cost inputs.  The market value of billet and scrap 
metal inventories is determined using replacement costs. 

Property, Plant and Equipment 

Property, plant and equipment are recorded at cost. Expenditures for routine maintenance and repairs are 
charged to expense as incurred. Expenditures for equipment renewals and improvements, which extend the 
useful life of an asset, are capitalized. Certain equipment held under capital lease is classified as property, 
plant and equipment, and the related obligation is recorded as a liability. Lease amortization is included in 
depreciation expense. 

Depreciation is provided on the straight-line method over the estimated useful lives of the assets, generally 
3 to 20 years for machinery and equipment, and 20 to 40 years for buildings and improvements. Equipment 
under capital lease is amortized using the straight-line method over the primary lease term. 
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Revenue Recognition 

The Company recognizes revenue when there is persuasive evidence that an arrangement exists, delivery of 
the product has occurred and title has passed, the selling price is both fixed and determinable, and 
collectibility is reasonably assured, all of which generally occur either upon shipment of the Company’s 
product or delivery of the product to the destination specified by the customer. 

Stock-Based Compensation 

The Company recognizes compensation expense for its equity awards on a straight-line basis over the 
requisite service period of the award based on the estimated portion of the award that is expected to vest 
and applies estimated forfeiture rates based on analyses of historical data, including termination patterns 
and other factors. The Company uses the quoted closing market price of its common stock on the grant date 
to measure the fair value of restricted stock awards and the Black-Scholes option pricing model to measure 
the fair value of stock option awards.  The expected volatility is based on historical volatilities of the 
Company’s common stock over the most recent period commensurate with the estimated expected term of 
the awards. The expected term of an award is equal to the midpoint between the vesting date and the end of 
the contractual term of the award. The risk-free interest rate is based on the rate on U.S. Treasury securities 
with maturities consistent with the estimated expected term of the awards. The Company has not paid 
dividends and does not anticipate paying a cash dividend in the foreseeable future and, accordingly, uses an 
expected dividend yield of zero.  

Income Taxes 

The Company uses the asset and liability method whereby deferred tax assets are recognized for deductible 
temporary differences and operating loss and tax-credit carry-forwards, and deferred tax liabilities are 
recognized for taxable temporary differences. Temporary differences are the differences between the 
reported amount of assets and liabilities and their tax bases.  

The Company’s judgments relative to the current provision for income taxes take into account current tax 
laws, the Company’s interpretation of current tax laws and possible outcomes of current and future audits 
conducted by tax authorities. The Company files income tax returns in the U.S. federal jurisdictions and 
various state jurisdictions and is subject to U.S. federal tax and state tax examinations for years ranging 
from 2008 to 2011.  The Company’s judgments relative to the value of deferred tax assets and liabilities 
take into account estimates of the amount of future taxable income. Actual operating results and the 
underlying amount of income in future years could render the Company’s current estimates of recoverable 
net deferred taxes inaccurate. Any of the judgments mentioned above could cause the Company’s actual 
income tax obligations to differ from its estimates, thus materially impacting the Company’s financial 
position and results of operations.  

If the Company takes a recognized tax position or has taken a recognized tax position on a tax return that 
more likely than not would be sustained upon examination by tax authorities, then the Company will 
recognize the potential asset or liability in the financial statements. A recognized tax position is then 
measured at the largest amount of benefit that is greater than fifty percent likely of being realized upon 
ultimate settlement. Management believes that the Company has appropriate support for the income tax 
positions taken and to be taken on its tax returns and that its accrual for tax liabilities are adequate for all 
open years on assessment of many factors including past experience and interpretation of tax law applied to 
the facts of each matter. 

Concentrations

The Company maintains its cash balances with a number of financial institutions.  The balances are insured 
by the Federal Deposit Insurance Corporation (FDIC) up to $250,000.  At times these balances are in 
excess of the FDIC insured balances. 
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For the six month period ending March 31, 2012, the Company had three suppliers that accounted for 
approximately 59% of raw materials purchases, of which approximately $2.2 million was included in 
accounts payable at March 31, 2012.  For the six month period ending March 31, 2012, the Company had 
three customers that accounted for approximately 22% of net sales, of which approximately $4.7 million 
was included in accounts receivable at March 31, 2012. 

Earnings Per Share 

Basic net income or loss per share is computed by dividing net income or loss by the weighted average 
number of common shares outstanding for the period. Nonvested shares of restricted stock are not included 
in the computation of basic net income per share until vested. Diluted net income per share includes the 
potential dilution that could occur if securities or other contracts to issue common stock were exercised or 
converted into common stock. Diluted net income per share also includes the dilutive effect of nonvested 
shares of restricted stock.  

The following table summarizes the basic and diluted weighted average shares for the three and six months 
ending March 31, 2012 and 2011: 

Three Months Ended Six Months Ended 
March 31, March 31, 

      
          2012           2011               2012               2011 

       
      
Weighted average shares outstanding, basic 56,934,040 49,729,574  56,934,040  49,729,574
Dilutive effect of:     

Options to purchase common stock 2,500,000 500,000  2,500,000  300,000
Warrants to purchase common stock -- --  --  --

Weighted average shares outstanding, 
diluted

59,434,040 50,229,574  59,434,040  50,029,574

   
   

3.  Acquisition of Steel Mini-Mill   

In September 2003, ALJ invested $125,000 to acquire a 1.00% membership interest in KES Holdings, 
LLC, a Delaware limited liability company, which was formed to acquire certain assets of Kentucky 
Electric Steel, Inc., a Delaware corporation, consisting of the Mill pursuant to Section 363 of the United 
States Bankruptcy Code through its subsidiary, KES Acquisition Company, LLC, a Delaware limited 
liability company and predecessor of KES (“KES Acquisition”).  The Mill had ceased production on or 
about December 16, 2002 and its prior owner had filed a voluntary petition for relief under Chapter 11 of 
the United States Bankruptcy Code on February 5, 2003.  The Mill had been in operation for approximately 
forty years and was refurbished by KES Acquisition subsequent to its acquisition.  The refurbished Mill has 
been generating revenues since late January 2004.  ALJ completed its acquisition of the Mill in March 
2005. 

4.  Recent Developments 

None. 

5.  Related Party Transactions 

None. 

6. Discontinued Operations

As of March 31, 2012 and September 30, 2011, the Company maintained an estimated accrual of liabilities 
associated with the discontinued operations of $2,984,660 and $2,984,660, respectively, remaining from its 
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discontinued businesses. The accrued liabilities consist primarily of severance, lease payments, tax 
payments and other costs related to the operations of the discontinued businesses.

7.  Accounts Receivable 

Accounts Receivable is summarized as follows at March 31, 2012 and September 30, 2011: 

March 31,
2012 

 September 30,  
2011 

Unaudited  Unaudited 
    
Accounts Receivable $ 15,163,708  $ 15,225,925 
Less:  Allowance for doubtful accounts (736,152)  (703,532) 
Total $ 14,427,556 $ 14,522,393 

8.  Inventories 

Inventories are comprised of the following at March 31, 2012 and September 30, 2011: 

March 31,
2012 

 September 30,  
2011 

Unaudited  Unaudited 
    
Raw materials $ 2,782,653  $ 2,739,663 
Semi-finished goods 15,233,904  14,317,669 
Finished goods 9,902,712  11,293,799 
Total $ 27,919,269 $ 28,351,131 

Inventories are comprised of raw materials, semi-finished goods and finished goods.  Inventory costs 
include material, labor and manufacturing overhead. Inventories are valued at the lower of average cost or 
market.  The average cost of the billets and scrap metal is adjusted periodically to reflect current changes in 
cost inputs. 

9.  Property, Plant and Equipment 

Property, plant and equipment consisted of the following at March 31, 2012 and September 30, 2011: 

March 31,
2012 

 September 30,  
2011 

Unaudited  Unaudited 
    
Land $ 142,498  $ 142,498 
Buildings and improvements 572,497  572,497 
Machinery and equipment 4,392,208  4,392,208 
Total 5,107,203  5,107,203 
Less:  Accumulated depreciation and amortization (2,754,291)  (2,573,958) 
 2,352,912  2,533,245 

Depreciation and amortization expense for the six months ended March 31, 2012 and 2011 was $180,333 
and $193,583. 

10.  Long-Term Debt 

Secured Credit Line and Restructure of Debt Obligations 

On September 30, 2011, KES entered into the Amended and Restated Revolving Credit, Term Loan and 
Security Agreement (the “Loan Agreement”) with PNC Bank, National Association.  The Loan Agreement 
provides for an asset-based revolving credit line of $30 million (the “Revolver”) and a term loan of $6 
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million (the “Term Loan,” and together with the Revolver, the “Credit Facility”), which is an increase from 
KES’ prior credit line of $23 million and term loan of $4 million. The Term Loan and the Revolver bear 
interest at variable rates based on LIBOR or the base commercial lending rate of PNC as publicly 
announced from time to time.  As of March 31, 2012 and September 30, 2011, the outstanding balance on 
the Term Loan was $5.0 million and $6.0 million, respectively, with an interest rate of 6.50% and 8.00%, 
respectively.  As of March 31, 2012, the outstanding balance on the Revolver was $13.4 million, of which 
$1.9 million had an interest rate of 6.00% and $11.5 million had an interest rate of 4.5%.  As of September 
30, 2011 the outstanding balance on the Revolver was $16.7 million with an interest rate of 6.00%.  The 
Credit Facility is secured by all of the assets of KES and contains customary covenants, including financial 
covenants requiring KES to maintain certain fixed charge coverage and leverage ratios and has been 
presented as a non-current liability in the balance sheet.  In addition, the Credit Facility contains an event of 
default if Jess Ravich is no longer on ALJ’s Board of Directors.  As of March 31, 2012, KES was in 
compliance with all specified covenants.  In the event that KES is not in compliance with any financial 
covenants, KES intends to seek a waiver of any default from the lender, and if no such waiver is received, 
the lender would have the right to accelerate the maturity of the Credit Facility at that time.  The Term 
Loan is to be repaid in equal principal payments of $500,000 per quarter over twelve quarters plus certain 
mandatory prepayments. The Revolver expires on September 30, 2014. 

Mr. Ravich, together with two trusts including a trust related to Mr. Ravich, collectively guaranteed the 
Term Loan.  KES paid a one-time fee of $200,000 to the guarantors. The agreement with the guarantors 
provides that in the event that Mr. Ravich is no longer a director of ALJ, other than by voluntary 
resignation, then a guaranty premium fee of $500,000 will be paid to the Ravich Children Permanent Trust 
of 1989.  The terms of the guaranty and guaranty fee were approved by the independent members of each 
of the ALJ and KES Boards of Directors.  

During the six months ending March 31, 2012, the Company also repaid a loan payable to Lake Forest 
Bank and Trust Company in the amount of $535,208.  The interest rate on the loan was 3.75%.  There are 
currently no amounts due under this loan.  As of September 30, 2011, the amount outstanding on the loan 
was $535,208. 

8% Subordinated Loans 

Subordinated loans (the “Subordinated Loans”) consist of a series of loans due from KES under the 
Subordinated Financing Agreement dated July 20, 2009 by and among KES, the lenders party thereto and 
Ableco, L.L.C. (the “Subordinated Financing Agreement”), which replaced a series of subordinated secured 
promissory notes dated February 23, 2007, which were originally issued in March 2005 in connection with 
ALJ’s acquisition of KES.  The Subordinated Loans are subordinate to the Credit Facility.  The 
Subordinated Loans bear interest at 8% per annum, with interest payable annually. So long as the Credit 
Facility remains outstanding, the Company may, at its discretion, capitalize unpaid accrued interest into the 
outstanding Subordinated Loan principal. Principal on the Subordinated Loans is due and payable upon the 
earlier to occur of (i) an event of default under the Subordinated Financing Agreement, which includes an 
event of default under the Credit Facility or (ii) February 22, 2017.  At March 31, 2012 and September 30, 
2011, the principal balance outstanding on the Subordinated Loans was $19.0 million and $19.8 million, 
respectively.  Accrued interest on the Subordinated Loans as of March 31, 2012 and September 30, 2011 
was $793,809 and $1.6 million, respectively.  The Subordinated Loans are secured by a second priority 
security interest in all of KES’ assets. 

The subordinated lenders include affiliates of Ableco, L.L.C., ALJ and three directors who currently serve 
on ALJ’s Board of Directors.  Related parties hold Subordinated Loans with an aggregate principal balance 
at March 31, 2012 and September 30, 2011 of $9.5 million and $10.0 million, respectively and accrued 
interest at March 31, 2012 and September 30, 2011 of $395,179 and $1.2 million, respectively.  

13% Series A Preferred Stock

In connection with the acquisition of the mill and pursuant to its articles of incorporation, KES issued 
25,000 shares of its 13% Series A Preferred Stock with the following rights, preferences and privileges:
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a.  Dividend Rights. The holders of the 13% Series A Preferred Stock are entitled to receive 
cumulative dividends in cash at the rate of 13% per year on the face amount of $1,000 per share 
payable concurrent with the redemption of the 13% Series A Preferred Stock.  The dividends are 
payable, when and as declared by KES’ Board of Directors, out of funds legally available for that 
purpose, upon a liquidation event or upon redemption of the 13% Series A Preferred Stock.

b.  Liquidation and Redemption. The 13% Series A Preferred Stock contains a liquidation preference 
equal to $1,000 per share, plus accrued but unpaid dividends, and is redeemable out of, and to the 
extent of, legally available funds, at a redemption price equal to the sum of $1,000 and all accrued but 
unpaid dividends on the first anniversary of KES’ full and complete repayment of the Subordinated 
Loans.  As of March 31, 2012, the balance outstanding on the 13% Series A Preferred Stock was $5.9 
million, related accrued dividends payable were $5.5 million and $1.9 million of the preferred stock 
was held by related parties.  As of September 30, 2011, the balance outstanding on the 13% Series A 
Preferred Stock was $5.9 million, related accrued dividends payable were $5.1 million and $1.9 
million of the preferred stock was held by related parties. 

c.  Convertibility and Voting Rights. The 13% Series A Preferred Stock is not convertible into any 
other security of the Company, and the holders thereof have no voting rights except with respect to any 
proposed changes in the preferences and special rights of such stock or except as granted to holders by 
law.

Pursuant to SFAS No. 150, “Accounting for Certain Financial Instruments with Characteristics of Both 
Liabilities and Equity,” because the 13% Series A Preferred Stock provides for mandatory redemption in 
cash, it is classified as a long-term liability at the redemption value at March 31, 2012 and September 30, 
2011 of $11.4 million and $11.0 million, respectively, including cumulative dividends of $5.5 million and 
$5.1 million, respectively. 

6.  Commitments and Contingencies 

Operating Commitments 

The Mill has been operating under a Management Agreement with Pinnacle Steel, LLC (“Pinnacle”) 
effective through September 30, 2015 (the “Management Agreement”) pursuant to which Pinnacle 
provides, at its expense, employees to serve as the general manager of the Mill and provide oversight and 
general management of the operations of the Mill. Pursuant to the Management Agreement, Pinnacle 
receives an annual fee of $700,000, payable monthly, and bonus payments based on 16.6% of defined 
earnings before interest, taxes, depreciation and amortization (“EBITDA”) in excess of $6,000,000 for the 
fiscal years ending September 30, 2005 and thereafter.  In addition, in the event the Management 
Agreement is terminated following a change of control of KES, an amount equal to two times the 
management fee payable that would be payable to Pinnacle for the prior 12-month period.  Total 
management fee expense was $1.4 million and $739,562 for the six months ended March 31, 2012 and 
2011, respectively.  As of March 31, 2012 and September 30, 2011, the balance of accrued management fee 
was $1.1 million and $2.1 million, respectively. 

The Company has various short-term commitments for the purchase of materials, supplies and energy 
arising in the ordinary course of business which aggregated approximately $5.8 million and $3.6 million at 
March 31, 2012 and September 30, 2011, respectively.

The Company has a defined contribution pension plan for eligible employees who have completed one 
month of service and have attained the age of twenty-one.  The Company’s matching contribution equals 
100% of each participant’s elective deferral, not to exceed 6% of their eligible compensation.  Participants 
are immediately vested in their deferred compensation and earnings thereon.  The participant becomes 
100% vested in the Company’s matching contributions after one year of credited service.  The Company 
may make other discretionary contributions to be determined on an annual basis.  The Company’s 
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contributions charged to operations during the six months ended March 31, 2012 and March 31, 2011 were 
approximately $233,309 and $218,886, respectively. 

7.  Income Taxes 

For the six months ended March 31, 2012 and 2011, the Company had income tax expense due to taxable 
income from operations.  The Company recognized federal and state income tax expense related to 
continuing operations for the six months ended March 31, 2012 and 2011 of $407,425 and $471,767, 
respectively.

Deferred tax assets and liabilities are included in the financial statements at currently enacted income tax 
rates applicable to the period in which the deferred tax assets or liabilities are expected to be realized or 
settled. As changes in tax laws or rates are enacted, deferred tax assets and liabilities are adjusted through 
the provision for income taxes.  

The Company files income tax returns in the U.S. federal jurisdiction and various states. The Company is 
subject to tax examinations for periods post 2008 by federal, state and local tax authorities for various tax 
liabilities incurred by the parent entity and its subsidiaries, including any discontinued businesses. The 
amount of any tax assessments and penalties may be material and may negatively impact the Company’s 
operations. Given the uncertainty in the amount and the difficulty in estimating the probability of the 
assessments arising from future tax examinations, the Company has not made any accruals for such tax 
contingencies. 

In assessing the realization of deferred tax assets, the Company performed an analysis of the available 
evidence to determine whether it is more likely than not that some portion or all of the deferred tax assets 
can be realized. One factor considered is the ability of the Company to generate consistent future taxable 
income in the periods in which the temporary differences become deductible. The main component of the 
deferred tax assets is the net operating loss carry-forward. There has been significant positive evidence 
established by the Company to justify that only a partial valuation allowance is necessary, if any valuation 
is needed at all. The Company has shown consistent profitability over the past three years.  Management 
also projects continued taxable income.  Management believes it will be able to recognize a portion of its 
Net Operating Loss over the coming years. Management has decided to realize a net deferred tax asset for 
$2.6 million as of September 30, 2011.  A valuation allowance of $88.6 million has been established 
against the deferred tax asset of $91.3 million as of both March 31, 2012 and September 30, 2011. 

Effective October 1, 2007, the Company adopted Financial Accounting Standards Board (“FASB”) 
Interpretation No. 48, “Accounting for Uncertainty in Income Taxes” (“FIN48”). FIN48 requires that a 
position taken or expected to be taken in a tax return be recognized in the financial statements when it is 
more likely than not that the position would be sustained upon examination by tax authorities. A recognized 
tax position is then measured at the largest amount of benefit that is greater than fifty percent likely of 
being realized upon ultimate settlement. Management believes that the Company has appropriate support 
for the income tax positions taken and to be taken on its tax returns and that its accrual for tax liabilities are 
adequate for all open years on assessment of many factors including past experience and interpretation of 
tax law applied to the facts of each matter. 

At March 31, 2012, the Company had a net operating loss carry-forward for federal income tax purposes of 
approximately $259 million that expires from 2020 through 2028. The use of approximately $36 million of 
this net operating loss in future years may be restricted under Section 382 of the Internal Revenue Code. 
The realization of the benefits of the net operating losses is dependent upon sufficient taxable income in 
future years. Lack of consistent future earnings, a change in ownership of the Company, or the application 
of the alternative minimum tax rules could adversely affect the Company’s ability to utilize these net 
operating losses. 

For taxable periods beginning after February 28, 2005, KES is included in the consolidated federal income 
tax return filed by ALJ as common parent.  KES has entered into a Tax Sharing Agreement with ALJ, 
pursuant to which it has agreed to pay ALJ an amount equal to 50% of its “separate company tax liability,” 
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subject to compliance with the Credit Facility and Subordinated Financing Agreement.  The term “separate 
company tax liability” is defined as the amount, if any, of the federal income tax liability (including, 
without limitation, liability for any penalty, fine, additions to tax, interest, minimum tax and other items 
applicable to such subsidiary in connection with the determination of the subsidiary’s tax liability), 
which such subsidiary would have incurred if its federal income tax liability for the periods during which it 
is includible in a consolidated federal income tax return with ALJ were determined generally in the same 
manner in which its separate return liability would have been calculated under Section 1552(a)(2) of the 
Code. 

8.  Share-based Compensation and Stock Options 

The Company determines the fair value of all stock-based compensation, including stock options and 
warrants by using the Black-Scholes option-pricing model.  Included in the selling, general and 
administrative expenses for the six months ended March 31, 2012 and 2011, the Company recognized 
share-based share compensation expense of $12,180 and $15,628, respectively, related to the issuance of 
restricted stock in prior periods and $0 and $92,414, respectively, related to the issuance of stock options in 
a prior period.    

All share-based payments to employees are recognized in the financial statements as compensation expense 
based on the fair value on the date of grant.  The Black-Scholes model requires input of certain 
assumptions, including volatility, expected term, risk-free interest rates, and dividend yield.  For restricted 
stock grants issued during the twelve months ended September 30, 2011, the Company computed volatility 
of 106% and a risk-free interest rate of 0.15%.  For restricted stock grants issued during the twelve months 
ended September 30, 2010, the Company computed volatility of 135% and a risk-free interest rate of 
0.32%.  Volatility was computed over the most recent period commensurate with the expected term of the 
options and restricted stock.  The risk-free interest rate was based on the rate of U.S. Treasury securities 
with maturities consistent with the expected term of the options and restricted stock.  The Company has not 
paid cash dividends on its common stock and does not anticipate paying a cash dividend in the foreseeable 
future and accordingly, uses an expected dividend yield of zero. 

The summary of stock option activity for the six months ending March 31, 2012 is as follows: 

Number of 
Options 

Weighted 
Average
Exercise  
Price per  

Share 

Weighted 
Average

Contractual 
Term 

Remaining 
Balance outstanding as of September 30, 2011 2,800,000 $0.39 5.5 years 
Granted 0 $0.00  
Forfeited 200,000 $0.00  
Balance outstanding as of March 31, 2012 2,600,000 $0.39 5.5 years 
Options vested as of March 31, 2012 2,600,000 $0.39 5.5 years 

9.  Subsequent Events 

None. 

ITEM 4.  MANAGEMENT’S DISCUSSION AND ANALYSIS OR PLAN OF OPERATION 

General Overview 

Commencing March 1, 2005, the Company has included the operations of the Mill, which represents the 
only business segment in which the Company currently operates, in its consolidated financial statements.  
The Company completed the acquisition of the Mill on March 9, 2005 (see Note 3 to Consolidated 
Financial Statements).  
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Critical Accounting Policies and Estimates 

The Company prepared its financial statements in accordance with accounting principles generally 
accepted in the United States.  The preparation of these financial statements requires the use of estimates 
and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent 
assets and liabilities at the date of the financial statements and the reported amount of revenues and 
expenses during the reporting period. Management periodically evaluates the estimates and judgments 
made.  Management bases its estimates and judgments on historical experience and on various factors that 
are believed to be reasonable under the circumstances.  Actual results may differ from these estimates as a 
result of different assumptions or conditions. 

The Company believes that of its significant accounting policies, which are described in Note 2 to the 
accompanying consolidated financial statements and in the Company’s annual report for the year ended 
September 30, 2011, the following accounting policies involve a greater degree of judgment and 
complexity.  Accordingly, these are the policies the Company believes are the most critical to aid in fully 
understanding and evaluating its consolidated financial condition and results of operations. 

Revenue Recognition 

The Company recognizes revenue when there is persuasive evidence that an arrangement exists, delivery of 
the product has occurred and title has passed, the selling price is both fixed and determinable, and 
collectability is reasonably assured, all of which generally occur either upon shipment of the Company’s 
product or delivery of the product to the destination specified by the customer. 

Accounts Receivable 

The Company grants credit to its customers generally in the form of short-term trade accounts receivable. 
Management evaluates the credit risk of its customers utilizing historical data and estimates of future 
performance. Accounts receivable are stated at the amount management expects to collect from outstanding 
balances.  When appropriate, management provides for probable uncollectible amounts through a provision 
for doubtful accounts and an adjustment to a valuation allowance.  Management reviews and adjusts this 
allowance periodically based on the aging of accounts receivable balances, historical write-off experience, 
customer concentrations, customer creditworthiness, and current industry and economic trends.  Balances 
that are still outstanding after management has used reasonable collection efforts are written off through a 
charge to the valuation allowance and a credit to accounts receivable. 

Inventories 

Inventories are comprised of raw materials, semi-finished goods and finished goods.  Inventory costs 
include material, labor and manufacturing overhead. Inventories are valued at the lower of average cost or 
market.  The average cost of the billets, scrap metal, and finished goods is adjusted monthly. 

Income Taxes 

The Company uses the asset and liability method whereby deferred tax assets are recognized for deductible 
temporary differences and operating loss and tax-credit carry-forwards, and deferred tax liabilities are 
recognized for taxable temporary differences. Temporary differences are the differences between the 
reported amount of assets and liabilities and their tax bases.  

The Company’s judgments relative to the current provision for income taxes take into account current tax 
laws, the Company’s interpretation of current tax laws and possible outcomes of current and future audits 
conducted by tax authorities. The Company files income tax returns in the U.S. federal jurisdictions and 
various state jurisdictions and is subject to U.S. federal tax and state tax examinations for years ranging 
from 2008 to 2011.  The Company’s judgments relative to the value of deferred tax assets and liabilities 
take into account estimates of the amount of future taxable income. Actual operating results and the 
underlying amount of income in future years could render the Company’s current estimates of recoverable 
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net deferred taxes inaccurate. Any of the judgments mentioned above could cause the Company’s actual 
income tax obligations to differ from its estimates, thus materially impacting the Company’s financial 
position and results of operations.  

If the Company takes a recognized tax position or has taken a recognized tax position on a tax return that 
more likely than not would be sustained upon examination by tax authorities, then the Company will 
recognize the potential asset or liability in the financial statements. A recognized tax position is then 
measured at the largest amount of benefit that is greater than fifty percent likely of being realized upon 
ultimate settlement. Management believes that the Company has appropriate support for the income tax 
positions taken and to be taken on its tax returns and that its accrual for tax liabilities are adequate for all 
open years based on assessment of many factors, including past experience and interpretation of tax law 
applied to the facts of each matter. 

Results of Operations for the Three and Six Months Ending March 31, 2012 and 2011 

The following table sets forth selected unaudited consolidated statements of operations data for each of the 
periods indicated on an actual basis and as a percentage of total revenues for the respective periods.  

 Three Months Ended Six Months Ended  
  March 31, March 31,  

       
2012  2011 2012 2011  

         
Net Sales $44,384,069 100% $40,292,498 100% $83,278,959 100% $72,966,674 100%
Cost of sales 37,088,827 84% 33,986,987 84% 70,492,276 85% 62,828,309 86%
Gross Profit 
Selling

7,295,242 
577,269 

16%
1%

6,305,511
480,119

16%
1%

12,786,683 
1,114,728 

15% 
1%

10,138,365
934,271

 14%
1%

General and administrative 2,020,353 5% 1,815,204 5% 3,715,837 4% 3,192,639 4%
Income from operations 4,697,620 10% 4,010,188 10% 7,956,118 10% 6,011,455 9%
      
For the three months ended March 31, 2012 and 2011  

Net Sales 

Net sales for the three months ending March 31, 2012 were $44.4 million, an increase of $4.1 million, or 
10%, over net sales of $40.3 million for the three months ending March 31, 2011.  The increase in net sales 
was primarily attributable to an increase in tons invoiced of 3,031 tons, or 8.3%, and an increase of 1.7% in 
the average selling price per ton.   

Cost of Sales 

Cost of sales for the three months ending March 31, 2012 were $37.1 million, an increase of $3.1 million, 
or 9%, over cost of sales of $34.0 million for the three months ending March 31, 2011.  Cost of sales as a 
percentage of sales for the three months ending March 31, 2012 remained consistent as compared to the 
three months ending March 31, 2011 at 84%.  The increase in cost of sales was primarily due an increase in 
the shipping volume.    

Gross Profit 

Gross profit for the three months ending March 31, 2012 was $7.3 million, an increase of $1.0 million, or 
16%, over gross profit of $6.3 million for the three months ending March 31, 2011.  Gross profit as 
percentage of sales remained consistent for the three months ending March 31, 2012 as compared to the 
three months ending March 31, 2011 at 16%.  The increase in gross profit was primarily attributable to 
higher sales volume.     

Selling Expenses 

Selling expenses for the three months ending March 31, 2012 were $577,269, an increase of $97,150, or 
20% over selling expenses for the three months ending March 31, 2011 of $480,119.  Selling expenses as a 



pa-1528160  
20

percentage of sales for the three months ending March 31, 2012 remained consistent as compared to the 
three months ending March 31, 2011 at 1%.  Selling expenses primarily increased as a result of higher 
commissions related to higher sales revenue.  

General and Administrative Expenses 

General and administrative expenses for the three months ending March 31, 2012 were $2.0 million, an 
increase of $205,149, or 11% over general and administrative expenses of $1.8 million for the three months 
ending March 31, 2011.  General and administrative expenses as a percentage of sales for the three months 
ending March 31, 2012 remained consistent as compared to the three months ending March 31, 2011 at 5%.  
The increase in general and administrative expenses was primarily attributable to management incentive 
fees and professional fees.  

For the six months ended March 31, 2012 and 2011  

Net Sales 

Net sales for the six months ending March 31, 2012 were $83.3 million, an increase of $10.3 million, or 
14%, over net sales of $73.0 million for the six months ending March 31, 2011.  The increase in net sales 
was primarily attributable to an increase in tons invoiced of 3,771 tons, or 5.3%, and an increase of 8.3% in 
the average selling price per ton.   

Cost of Sales 

Cost of sales for the six months ending March 31, 2012 were $70.5 million, an increase of $7.7 million, or 
12%, over cost of sales of $62.8 million for the six months ending March 31, 2011.  Cost of sales as a 
percentage of sales for the six months ending March 31, 2012 was 85% as compared to cost of sales as a 
percentage of sales for the six months ending March 31, 2011 of 86%.  The increase in cost of sales was 
primarily due to price increases in materials, including scrap, alloys and billets and shipping volume.  

Gross Profit 

Gross profit for the six months ending March 31, 2012 was $12.8 million, an increase of $2.6 million, or 
26%, over gross profit of $10.1 million for the six months ending March 31, 2011.  Gross profit as 
percentage of sales for the six months ending March 31, 2012 increased to 15% over gross profit as a 
percentage of sales for the six months ending March 31, 2011 of 14%.  The increase in gross profit was 
primarily attributable to higher sales.   

Selling Expenses 

Selling expenses for the six months ending March 31, 2012 were $1.1 million, an increase of $180,457, or 
19% over selling expenses for the six months ending March 31, 2011 of $934,271.  Selling expenses as a 
percentage of sales for the six months ending March 31, 2012 remained consistent as compared to the six 
months ending March 31, 2011 at 1%.  Selling expenses primarily increased as a result of higher 
commissions related to higher sales revenue.  

General and Administrative Expenses 

General and administrative expenses for the six months ending March 31, 2012 were $3.7 million, an 
increase of $523,198, or 16% over general and administrative expenses of $3.2 million for the six months 
ending March 31, 2011.  General and administrative expenses as a percentage of sales for the six months 
ending March 31, 2012 were 5% compared to general and administrative expenses as a percentage of sales 
for the three months ending March 31, 2011 of 4%.  The increase in general and administrative expenses 
was primarily attributable to management incentive fees and professional fees.  
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Liquidity and Capital Resources – March 31, 2012 

The Company recognized net income of $4.8 million for the six month period ended March 31, 2012 and 
generated a positive cash flow from operating activities of $6.7 million for the six months ended March 31, 
2012.  The Company used $6.1 million in financing activities and had an accumulated deficit of $309.9 
million and a stockholders’ deficiency of $21.7 million at March 31, 2012. 

The Company recognized net income of $11.4 million for the year ended September 30, 2011 and 
generated a positive cash flow from operating activities of $8.2 million for the year ended September 30, 
2011.  The Company used $7.3 million in operating activities and had an accumulated deficit of $314.7 
million and a stockholders’ deficiency of $26.6 million at September 30, 2011.  The Mill relies on cash 
flows from operations and a secured credit facility with PNC Bank, National Association to fund its 
operations. 

Based on its current level of operations, the Company believes that its current cash resources provided by 
operations and the Credit Facility will be adequate to fund its operations through March 31, 2013.  
However, to the extent that the Company’s estimates are inaccurate or its assumptions are incorrect, the 
Company may not have sufficient cash resources to fund its operations.  In such event, the Company may 
have to seek additional financing for the business. 

The Company’s management may also consider various strategic alternatives in the future, including the 
acquisition of new business opportunities, which may be from related or unrelated parties.  However, there 
can be no assurances that such efforts will ultimately be successful.  The Company may finance any 
acquisitions through a combination of debt and/or the issuance of equity securities. 

As of March 31, 2012, the balance outstanding on the Credit Facility was $18.4 million ($13.4 million 
under the Revolver and an aggregate of $5.0 million under the Term Loan).   
    
At March 31, 2012, KES was in compliance with all financial covenants under the Credit Facility based on 
its financial statements.  

To the extent that the Mill generates taxable income in the future, the Tax Sharing Agreement with KES 
will generate cash payments to ALJ equal to 50% of its “separate company tax liability,” subject to 
compliance with the Credit Facility.  The tax sharing payment due to ALJ for the six months ending March 
31, 2012 was $186,754.  ALJ has approximately $259 million of federal net operating loss carryovers 
currently available to offset any federal income tax liability of KES in subsequent periods.  ALJ expects 
that its federal net operating loss carryovers will be sufficient to absorb most of any future federal income 
tax liability of KES. 

The long-term economic viability of the Mill and its ability to fund its operations and debt service 
requirements, including maintaining compliance with various debt covenants and servicing the interest and 
principal obligations under the Credit Facility and Subordinated Financing Agreement and the dividends 
and redemption features on the Series A Preferred Stock issued in connection with the acquisition of the 
Mill, is dependent on various internal and external factors, including the Mill’s ability to operate on a 
sustained basis at 45% or more of its annual capacity of 200,000 tons per year, as currently configured. To 
the extent that the Mill is not able to maintain an appropriate operating threshold, the ability of the Mill to 
generate sufficient cash flows to fund its operations and debt service requirements and maintain compliance 
with various debt covenants may be impaired.  

Operating Activities 

During the six months ending March 31, 2012, the Company generated $6.7 million from operating 
activities, primarily attributable to net income of $4.8 million.  
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Financing Activities 

For the six months ending March 31, 2012, the Company used $6.1 million in financing activities primarily 
attributable to the partial repayment of $3.4 million against the line of credit, partial repayment of $1.0 
million against the Term Loan, full repayment of $535,208 against the Lake Forest term loan, interest 
payments of $1.5 million on the 8% subordinated loans, and $833,793 of principal payments against the 8% 
subordinated loans. 
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Principal Commitments 

At March 31, 2012, the Company’s principal commitments consisted of the following obligations: 

Payments Due by 12 Month Periods Ending March 31, 
(in thousands) 

        
Contractual cash obligations Total 2012 2013 2014 2015 Thereafter 
8% Subordinated loans  19,792 --- --- --- --- 19,792 
Term loan – PNC  5,000 2,000 2,000 1,000 --- --- 
Revolver – PNC  13,353 --- --- 13,353 --- --- 
Operating leases  1,741 724 724 225 45 23 
Capital lease obligation  89 89 --- --- --- --- 
Management services agreement  2,450 700 700 700 350 --- 
13% Series A Preferred Stock of subsidiary 

subject to mandatory redemption, 
including accrued dividends 

 11,417 --- --- --- --- 11,417 

Total contractual cash obligations  $ 53,842 $    3,513 $ 3,424 $ 15,278 $   395 $ 31,232 

At March 31, 2012, the Company did not have any material commitments for capital expenditures. 

At March 31, 2012, the Company has various short-term commitments for the purchase of materials, 
supplies and energy arising in the ordinary course of business which aggregated approximately $5.8 
million.  

Off-Balance Sheet Arrangements 

The Company does not have any transactions, obligations or relationships that could be considered off-
balance sheet arrangements at March 31, 2012. 

ITEM 5.  LEGAL PROCEEDINGS 

From time to time the Company may be involved in litigation arising from its activities.  Presently the 
Company is not involved in any material litigation. 

ITEM 6.  DEFAULTS UPON SENIOR SECURITIES 

None. 

ITEM 7.  OTHER INFORMATION 

None. 

RISK FACTORS  

The following risk factors and other information included in this Report should be carefully considered. 
The risks and uncertainties described below are not the only ones we face. Additional risks and 
uncertainties not presently known to us or that we currently deem immaterial also may impair our business 
operations. If any of the following risks actually occur, our business, financial condition and operating 
results could be significantly harmed. 

Risks Related to Our Business 

Payments under our Tax Sharing Agreement are uncertain. 

Our subsidiary, KES is included in the consolidated federal income tax return filed by ALJ as the common 
parent.  KES has entered into a Tax Sharing Agreement with ALJ, pursuant to which it has agreed to pay 
ALJ an amount equal to 50% of its “separate company tax liability” (as defined in the agreement), subject 
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to compliance with the Credit Facility.   Periodic tax sharing payments from KES are currently the sole 
source of funds distributed to ALJ from the operations of the Mill.  The tax sharing payments are necessary 
to fund corporate overhead at the ALJ level and the receipt of such payments is dependent upon the 
availability of sufficient cash resources from Mill operations.  There can be no assurance that there will be 
sufficient levels of cash resources generated from Mill operations to support tax sharing payments or to pay 
our operating expenses.   

Our industry is cyclical and prolonged economic declines could have a material adverse effect on our 
business. 

Demand for most of our products is cyclical in nature and sensitive to general economic conditions.  Our 
business supports cyclical industries such as commercial construction, energy, and manufacturing all of 
which have been adversely impacted by the recent economic downturn.  As a result, our results of 
operations and cash flows may suffer.  Because steel mills generally have high fixed costs, reduced 
volumes result in operating inefficiencies.  A further decline in the U.S. economy could materially 
adversely affect our business, results of operations and financial condition and cash flows. 

Our level of production and our sales and earnings are subject to significant fluctuations. 

The U.S. steel industry recently experienced a significant economic downturn.  This decline led to 
deterioration in backlog and, therefore, overcapacity in producing mills worldwide. 

The price of steel and steel products may fluctuate significantly due to many factors beyond our control.  
Such fluctuation would directly affect our levels of production, sales and earnings.  The domestic steel 
industry has been highly cyclical in nature, influenced by a combination of factors, including periods of 
economic growth or recession, strength or weakness of the U.S. dollar, worldwide production capacity, 
levels of steel imports and applicable tariffs.  The demand for steel products is generally affected by 
macroeconomic fluctuations in the U.S. and the global economies in which steel companies sell their 
products.  We have experienced a drop in demand for our products as a result of the current economic 
downturn and further economic decline, stagnation, or currency fluctuations could further decrease the 
demand for products or increase the amount of imports of steel into the U.S., which could negatively 
impact our sales, margins and profitability. In addition, prolonged weakness in any industries in which we 
sell our products could materially adversely affect our results of operations and cash flows. 

Our business requires maintenance expenditures and may require capital investment which we may 
be unable to provide. 

We require capital for, among other purposes, maintaining the condition of KES’ existing equipment and 
maintaining compliance with environmental laws and regulations.  From time to time, KES may also 
require capital to acquire new equipment.  To the extent that cash generated internally and cash available 
under our credit facility is not sufficient to fund capital requirements, KES will require additional debt 
and/or equity financing.  However, this type of financing may not be available or, if available, may not be 
on satisfactory terms, particularly given the current credit crisis.  Future debt financings, if available, will 
require the approval of KES’ existing lenders and may result in increased interest and amortization 
expense. In addition, future debt financings by KES may limit our ability to withstand competitive 
pressures and render us more vulnerable to economic downturns.  If KES fails to generate or obtain 
sufficient additional capital in the future, KES could be forced to reduce or delay capital expenditures, sell 
assets or restructure or refinance its indebtedness, which in turn would also have an adverse effect on the 
amount of the tax sharing payments KES makes to us. 

Unexpected equipment failures or unanticipated events may lead to production curtailments or 
shutdowns resulting in lost revenues and increased costs. 

Interruptions in production capabilities will inevitably increase production costs and reduce KES’ sales and 
earnings. KES’ manufacturing processes depend on critical pieces of steelmaking equipment, such as 
furnaces, continuous casters and rolling equipment, as well as electrical equipment, such as transformers, 
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and this equipment may, on occasion, be out of service as a result of unanticipated failures.  In the future, 
KES may experience material plant shutdowns or periods of reduced production as a result of equipment 
failures.  Furthermore, any interruption in production capability may require KES to make large capital 
expenditures to remedy the situation, which could have a negative effect on our profitability and cash 
flows.  In addition to equipment failures, KES’ facilities are also subject to the risk of catastrophic loss due 
to unanticipated events such as fires, explosions, adverse weather conditions or transportation interruptions. 
KES maintains business interruption insurance to offset these potential lost revenues or increased costs; 
however, there can be no assurance that our coverage is sufficient to fully offset the lost revenues or 
increased costs that we may experience.  In addition to the revenue losses, longer-term business disruption 
could result in a loss of customers. If this were to occur, KES’ future sales levels, and therefore profitability 
and cash flows, could be adversely affected, which in turn would also have an adverse effect on the amount 
of the tax sharing payments KES makes to us.  

Competition from other materials may materially adversely affect our business. 

In many applications, steel competes with other materials, such as aluminum, cement, composites, glass, 
plastic and wood. Increased use of these materials in substitution for steel products could materially 
adversely affect prices and demand for KES’ steel products. 

Environmental regulations impose substantial costs and limitations on operations. 

KES is subject to various federal, state and local environmental, health and safety laws and regulations, and 
is required to maintain numerous permits and governmental approvals for operation, concerning issues such 
as air emissions, wastewater discharges, solid and hazardous waste management and disposal and the 
investigation and remediation of contamination. These laws and regulations are becoming increasingly 
stringent. While we believe that KES’ facilities are in material compliance with all permits, governmental 
approvals, applicable environmental laws and regulations, the risks of substantial unanticipated costs and 
liabilities related to compliance with these permits, governmental approvals, laws and regulations are an 
inherent part of KES’ business.  It is possible that future conditions may develop, arise or be discovered 
that create new environmental compliance or remediation liabilities and costs. While we believe that we 
can comply with environmental legislation and regulatory requirements and that the costs of compliance 
have been included within budgeted cost estimates, compliance may prove to be more limiting and costly 
than anticipated.  There can also be no assurance that KES’ facilities will continue to operate in accordance 
with the conditions and restrictions established by the permits or approvals.  Similarly, we cannot assure 
you that the requirements contained in such permits will not change or that KES’ facilities will be able to 
renew or to maintain all permits and approvals required for continued operation of the facilities. 

If any substances are found at KES’ facilities that are classified by applicable environmental laws, 
ordinances or regulations as hazardous materials, we could become liable for the investigation and removal 
of those substances, regardless of their source.  Failure to comply with these laws, ordinances or 
regulations, or any change in the requirements of these laws, ordinances or regulations could result in 
liabilities, imposition of cleanup liens and fines and large expenditures to bring the facilities into 
compliance.  We may also be subject from time to time to legal proceedings brought by private parties or 
governmental agencies with respect to environmental matters, including matters involving alleged property 
damage or personal injury. 

The potential presence of radioactive materials in the scrap that we melt in our electric arc furnaces 
presents significant risks. 

The potential presence of radioactive materials in our scrap supply presents significant economic risks.  
The cost to clean up the contaminated material and the loss of revenue resulting from the loss in production 
time could be material to our business, results of operations and financial condition.  While we have three 
detection devices at the Mill, radioactive scrap could go undetected. If we fail to detect radioactive material 
in the scrap we receive, we may incur significant costs to clean up the contamination of our facilities and to 
dispose of the contaminated material, which could have a material adverse effect on our results of operation 
and financial condition.  In addition, there can be no assurance that we will have sufficient financial 
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resources to fund the cleanup costs in such event, which could result in a potential suspension or 
curtailment of operations at the Mill. 

The results of our operations are sensitive to volatility in steel prices and changes in the cost of raw 
materials, particularly scrap steel. 

We rely, to a substantial extent, on outside vendors to supply KES with raw materials that are critical to the 
manufacture of its products.  KES acquires its primary raw material, steel scrap, from brokers.  Although 
we believe that the supply of scrap is adequate to operate KES’ facilities, we are subject to risks due to the 
volatility of the purchase prices of this critical raw material. 

At any given time, KES may be unable to obtain an adequate supply of scrap at a price and other terms 
acceptable to it. Additionally, any change in KES’ relationship with its scrap brokers could make it more 
difficult or costly for it to obtain scrap, which could have an adverse impact on our financial condition and 
results of operations. 

If KES’ suppliers increase the price of its critical raw materials, it may not be able to locate alternative 
sources of supply.  If KES is unable to obtain adequate and timely deliveries of its required raw materials, 
KES may be unable to timely and cost effectively manufacture sufficient quantities of its products.  This 
could cause KES to lose sales, incur additional costs and suffer harm to its reputation, financial condition 
and results of operations, which in turn would also have an adverse effect on the amount of tax sharing 
payments KES makes to us.  These tax sharing payments are ALJ’s sole source of cash to pay its operating 
expenses. 

If demand and prices for steel deteriorate, KES’ sales may decline and it may be required to recognize 
losses on the carrying value of its inventory.  KES was not required to make any lower of cost or market 
adjustments to the carrying value of its inventory for the six months ended March 31, 2012. 

The availability and cost of electricity and natural gas are subject to volatile market conditions that 
could adversely affect our business. 

Our Mill is a large consumer of electricity and natural gas.  KES relies upon third parties for the supply of 
energy resources consumed in the manufacture of its products.  The prices for and availability of electricity, 
natural gas, oil and other energy resources are subject to volatile market conditions.  These market 
conditions often are affected by weather, political and economic factors, all of which are beyond our 
control.  Disruptions in the supply of the energy resources could temporarily impair KES’ ability to 
manufacture its products.  Additionally, increases in energy costs could materially adversely affect KES’ 
business, results of operations, financial condition and cash flows, which in turn would also have an 
adverse effect on the amount of tax sharing payments KES makes to us.  These tax sharing payments are 
ALJ’s sole source of cash to pay its operating expenses. 

Mill management may be difficult to replace if they leave. 

Management of the Mill is currently conducted by employees of Pinnacle pursuant to the Management 
Agreement which expires on September 30, 2015, subject to earlier termination or extension based on the 
performance of the Mill.  Our operations and prospects depend in large part on the performance of our Mill 
management team.  The loss of the services of one or more members of our Mill management team or the 
inability to attract, retain and maintain qualified additional Mill management personnel could harm our 
business, financial condition, results of operations and future prospects.   

Our production and earnings could be reduced by strikes or work stoppages by our employees. 

As of March 31, 2012, the Mill employed 138 individuals.  If the Mill employees were to strike or we faced 
similar work stoppages we would experience a disruption of production at our facility, which would cause 
an adverse impact on our operating costs and results of operations. 
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Our level of indebtedness and other demands on our cash resources could materially adversely affect 
our ability to execute our business strategy. 

Our total debt obligations (including preferred stock considered as debt obligations in our consolidated 
financial statements) are approximately $54 million on a consolidated basis as of March 31, 2012.  Subject 
to the limits contained in our Credit Facility and Subordinated Financing Agreement, we may also incur 
additional debt in the future.  In addition to interest and principal payments on our outstanding debt and 
dividends and repurchase obligations with respect to our preferred stock, we, and in particular KES, have 
other demands on our cash resources, including, among others, capital expenditures that may arise from 
time to time and operating expenses. 

Our significant indebtedness levels and other demands on our cash resources could have a material effect 
on our operations and our ability to execute our business strategy.  Specifically, our debt has the following 
impacts on our operations, among others: 

Except for periodic tax sharing payments, all of KES’ cash flows must be used to fund its 
operations and service its debt obligations, including interest, dividends, required principal 
payments, and required preferred stock repurchase obligations, and therefore is not available 
for use in KES’ business, including working capital needs; 

Our ability to obtain additional debt financing for working capital, capital expenditures, 
general corporate purposes or other purposes could be impaired by the terms and amount of 
KES’ existing debt and if additional funding is required we may be required to seek additional 
equity financings, which may have a dilutive impact on our existing stockholders or may not 
be unavailable on acceptable terms or at all; 

Our failure to comply with restrictions and covenants contained in the terms of our debt 
agreements, in particular the Credit Facility and Subordinated Financing Agreement, could 
lead to a default which could cause all or a significant portion of our debt to become 
immediately payable; if such default is not cured or waived, our lenders could foreclose on 
our assets, which could result in a complete loss of our stockholders’ investments; 

Restrictions in our debt agreements could limit our flexibility in planning for, or reacting to, 
changes in the industries in which we compete; 

Our level of indebtedness could place us at a competitive disadvantage compared to our 
competitors, some of which have less debt service obligations and greater financial resources 
than we do; and 

Our level of indebtedness could increase our vulnerability to general adverse economic and 
industry conditions. 

To service our indebtedness, we will require a significant amount of cash, and our ability to generate 
cash depends on many factors beyond our control. 

Our ability to make payments on our indebtedness and to fund any future capital expenditures required by 
KES will depend on our ability to generate cash in the future.  This, to a certain extent, is subject to general 
economic, financial, competitive, legislative, regulatory and other factors that are beyond our control. 

We cannot assure you that KES’ business will generate sufficient cash flow from operations, or that future 
borrowings will be available to us under the Credit Facility in an amount sufficient to enable us to pay our 
indebtedness, or to fund our other liquidity needs. We may need to refinance all or a portion of our 
indebtedness, on or before maturity. We cannot assure you that we will be able to refinance any of our 
indebtedness, including the Credit Facility, on commercially reasonable terms or at all, particularly given 
the current state of credit markets. 
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We have variable rate indebtedness that subjects us to interest rate risk, which could cause our 
annual debt service obligations to increase significantly. 

A portion of our current borrowings, namely the Credit Facility ($13.4 million Revolver and $5.0 million 
Term Loan at March 31, 2012), and potential future borrowings, are and may continue to be at variable 
rates of interest, thus exposing us to interest rate risk.  If interest rates increase, our debt service obligations 
on our variable rate indebtedness would increase even if the amount borrowed remained the same, resulting 
in a decrease in our net income.  For example, if interest rates increased in the future by 100 basis points, 
based on our current borrowings as of March 31, 2012, we would incur approximately an additional 
$46,000 per quarter in interest expense.  

Our net operating loss carryforwards could be substantially limited if we experience an “ownership 
change” as defined in Section 382 of the Internal Revenue Code. 

Our ability to utilize NOLs and tax credit carry-forwards to offset our future taxable income and/or to 
recover previously paid taxes would be limited if we were to undergo an “ownership change” within the 
meaning of Section 382 of the Code. 

Section 382 of the Code contains rules that limit the ability of a company that undergoes an “ownership 
change,” which is generally any change in ownership of more than 50% of its stock over a three-year 
period, to utilize its NOLs and certain built-in losses recognized in years after the ownership change.  These 
rules generally operate by focusing on ownership changes among stockholders owning directly or indirectly 
5% or more of the stock of a company and any change in ownership arising from a new issuance of stock 
by the company. 

If we undergo an ownership change for purposes of Section 382 as a result of future transactions involving 
our common stock, including purchases or sales of stock between 5% shareholders, our ability to use our 
NOLs and to recognize certain built-in losses would be subject to the limitations of Section 382.  
Depending on the resulting limitation, a significant portion of our NOLs could expire before we would be 
able to use them.  We had approximately $259 million of (pre-tax) NOLs as of March 31, 2012.  The NOLs 
do not begin to expire until 2020 and are available to be used at some level through 2025.  Our inability to 
utilize our NOLs could have a negative impact on our financial position and results of operations. 

We do not believe we have experienced an “ownership change” as defined by Section 382 in the last three 
years.  However, whether a change in ownership occurs in the future is largely outside of our control, and 
there can be no assurance that such a change will not occur. 

In May 2009, we announced that our Board adopted a shareholder rights plan designed to preserve 
stockholder value and the value of certain tax assets primarily associated with NOLs and built in losses 
under Section 382 of the Code. 

We also amended our certificate of incorporation to add certain restrictions on transfers of our stock that 
may result in an ownership change under Section 382. 

Our ability and the ability of KES to engage in some business transactions may be limited by the 
terms of our debt. 

The Subordinated Financing Agreement and Credit Facility contain a number of financial covenants 
requiring KES to meet financial ratios and financial condition tests, as well as covenants restricting its 
ability to: 

incur additional debt; 
make certain capital expenditures; 
incur or permit liens to exist; 
enter into transactions with affiliates; 
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guarantee the debt of other entities, including joint ventures; 
merge or consolidate or otherwise combine with another company; and 
transfer or sell our assets. 

KES’ ability to borrow under the Credit Facility will depend upon its ability to comply with certain 
covenants and borrowing base requirements.  Its ability to meet these covenants and requirements may be 
affected by events beyond its control and it may not meet these obligations.  The failure of KES to comply 
with these covenants and requirements could result in an event of default under the Credit Facility or 
Subordinated Financing Agreement that, if not cured or waived, could terminate its ability to borrow 
further, permit acceleration of the relevant debt (and other indebtedness based on cross default provisions) 
and permit foreclosure on any collateral granted as security under the Credit Facility or Subordinated 
Financing Agreement.  There can also be no assurance that the lenders will grant waivers on covenant 
violations, if they occur.  Any such event of default would have a material adverse effect on us as KES is 
our principal asset and cash we receive through our tax sharing payments from KES is our sole source of 
cash to pay our operating expenses. 

We rely upon a small number of major customers for a substantial percentage of our sales. 

A loss of any large customer or group of customers could materially reduce our sales and earnings. We 
have substantial business relationships with a few large customers.  For the six month period ending March 
31, 2012, the Company had 3 customers that accounted for approximately 22% of net sales.  We expect to 
continue to depend upon a small number of customers for a significant percentage of our net sales, and 
cannot assure you that any of them will continue to purchase steel from us. 

Our internal controls and procedures may be deficient. 

Our internal controls and procedures may be subject to deficiencies or weaknesses.  Remedying and 
monitoring internal controls and procedures distracts our management from its operations, planning, 
oversight and performance functions, which could harm our operating results.  Additionally, any failure of 
our internal controls or procedures could harm our operating results or cause us to fail to meet our 
obligation to maintain adequate public information. 

We may have unknown liabilities stemming from YouthStream Media Networks, Inc.’s historical 
operations.

There may have been liabilities that stem from YouthStream Media Networks, Inc.’s historical operations 
of which we are not aware.  In the event any such liability becomes known, it may lead to claims against 
us, including, but not limited to, lawsuits, administrative proceedings, and other claims. Any such liabilities 
may subject us to increased expenses for attorneys’ fees, fines and litigation and expenses associated with 
any subsequent settlements or judgments. There can be no assurance that such unknown liabilities do not 
exist.  To the extent that such liabilities become known, any such liability-related expenses may materially 
and adversely affect our profitability, operating results and financial condition. 

We may encounter difficulties in acquiring other companies. 

We acquired the Mill effective March 1, 2005 and may in the future acquire other companies.  If we 
identify suitable candidates, we may not be able to make investments or acquisitions on commercially 
acceptable terms.  Acquisitions may cause a disruption in our ongoing business, distract management, 
require other resources and make it difficult to maintain our standards, controls and procedures.  We may 
not be able to retain key employees of the acquired companies or maintain good relations with their clients 
or suppliers.  We may be required to incur additional debt and to issue equity securities to effect and/or 
fund acquisitions, which may be dilutive to existing stockholders. 
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We cannot assure you that any acquisitions we make will enhance our business. 

We cannot assure you that any completed acquisition will enhance our business.  Since we anticipate that 
acquisitions could be made with both cash and our common stock, the potential impacts that may arise if 
we consummate one or more significant acquisitions may include: 

a substantial portion of our available cash could be used to consummate the acquisitions 
and/or we could incur or assume significant amounts of indebtedness; and 

our stockholders could suffer significant dilution of their interest in our common stock. 

Also, we are required to account for acquisitions under the purchase method, which would likely result in 
our recording significant amounts of goodwill or other tangible and intangible assets. The inability of a 
subsidiary to sustain profitability may result in an impairment loss in the value of long-lived assets, 
principally goodwill and other tangible and intangible assets, which would adversely affect our financial 
statements. 

Decreases in the demand for steel could have a material adverse impact on our business. 

The U.S. steel industry has recently experienced a significant economic downturn.  This decline has led to 
deterioration in backlog and, therefore, excess capacity in producing mills worldwide, which has already 
resulted in a corresponding decrease in our sales and may adversely impact our sales, financial condition 
and results of operations going forward. Further, while we operate in the U.S., the global steel industry has 
suffered significant deterioration in demand, which has had an adverse affect on steel prices in the U.S.   

We may face significant price and other forms of competition from other steel producers, which could have 
a material adverse effect on our business, financial condition, results of operation or prospects. 

The global markets in which steel companies conduct business are highly competitive.  Increased 
competition could cause us to lose market share or reduce pricing, either one of which could have a 
material adverse effect on our business, financial condition, results of operations or prospects.  We compete 
primarily on the basis of price, quality and the ability to meet our customers’ product needs and delivery 
schedules.  Some of our competitors may have advantages due to greater capital resources, different 
technologies, lower raw material costs, lower energy costs or favorable exchange rates. 

Risks Related to our Common Stock 

Our common stock is illiquid and stockholders may be unable to sell their shares. 

Our common stock is currently quoted on the “Pink Sheets” under the symbol “ALJJ.PK.”  There is 
currently only a limited market for our common stock and we can provide no assurance to investors that a 
more robust market will develop.  If a broader market for our common stock does not develop, our 
stockholders may encounter difficulties selling their common stock from time to time.  We do not have the 
ability to uplist our stock on NASDAQ, the NYSE or the AMEX exchanges because we do not meet the 
qualifications for listing on those exchanges at this time. 

Our stock is a penny stock and, as a result, our stockholders are more limited in their ability to sell 
their stock. 

The Securities and Exchange Commission has adopted rules that regulate broker-dealer practices in 
connection with the sale of penny stocks, or low-priced securities other than securities registered on certain 
exchanges, to persons other than established customers and institutional accredited investors.  Because our 
securities constitute penny stocks within the meaning of the rules, the rules apply to us and our securities.  
For transactions covered by these rules, prior to effecting a transaction in a penny stock, a broker-dealer 
must, among other things: (a) make a special suitability determination for the purchaser; (b) deliver a 
standardized risk disclosure document to the customer; (c) receive written acknowledgement of the receipt 
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of the disclosure statement; (d) provide to customers current bids and offers, including the number of shares 
to which such bid and offer prices apply; (e) disclose to customers the broker-dealer and sales 
representation compensation; and (f) receive the purchaser’s written consent to the transaction prior to the 
sale.  These suitability requirements and disclosure requirements may have the effect of reducing the 
trading activity in the secondary market for our stock. 

Volatility in the market price of our common stock. 

The market price of our common stock could fluctuate substantially in the future in response to a number of 
factors, including the following: 

our quarterly operating results or the operating results of other companies in the steel 
industry; 
changes in general conditions in the economy, the financial markets or the steel industry; 
announcements by us or our competitors of significant acquisitions; and 
increases in raw materials and other costs. 

In addition, in recent years the stock market has experienced extreme price and volume fluctuations.  This 
volatility has had a significant effect on the market prices of securities issued by many companies for 
reasons unrelated to their operating performance.  These broad market fluctuations may materially 
adversely affect our stock price, regardless of our operating results. 

We do not currently plan to pay dividends to holders of our common stock. 

We do not currently anticipate paying cash dividends to the holders of our common stock.  Accordingly, 
holders of our common stock must rely upon price appreciation as the sole method to realize a gain on their 
investment.  There can be no assurances that the price of our common stock will ever appreciate in value. 

The anti-takeover provisions of our stockholders rights plan may have the effect of delaying or 
preventing beneficial takeover bids by third parties. 

We have a stockholder rights plan (the “Rights Plan”) designed to preserve the value of certain tax assets 
primarily associated with our NOLs and built in losses under Section 382.  At March 31, 2012, the 
Company had approximately $259 million in net operating losses and the use of such losses to offset 
federal income tax would be limited, if the Company experiences an “ownership change” under Section 
382.  This would occur if stockholders owning (or deemed under Section 382 to own) 5% or more of the 
Company’s stock by value increase their collective ownership of the aggregate amount of the Company’s 
stock by more than 50 percentage points over a defined period of time.  The Rights Plan was adopted to 
reduce the likelihood of an “ownership change” occurring as defined by Section 382. 

In connection with the Rights Plan, the Company declared a dividend of one preferred share purchase right 
for each share of its common stock outstanding as of the close of business on May 21, 2009.  Pursuant to 
the Rights Plan, any stockholder or group that acquires beneficial ownership of 4.9 percent or more of the 
Company’s outstanding stock (an “Acquiring Person”) without the approval of the Company’s Board 
would be subjected to significant dilution of its holdings.  Any existing stockholder holding 4.9% or more 
of the Company’s stock will not be considered an Acquiring Person unless such stockholder acquires 
additional stock of the Company; provided, however, that existing stockholders actually known to the 
Company to hold 4.9% or more of its stock as of April 30, 2009 are permitted to purchase up to an 
additional 5% of the Company’s stock without triggering the Rights Plan.  In addition, in its discretion, the 
Board may exempt certain persons whose acquisition of securities is determined by the Board not to 
jeopardize the Company’s deferred tax assets and may also exempt certain transactions.  The Rights Plan 
will continue in effect until May 13, 2019, unless it is terminated or redeemed earlier by the Board.   

While the Rights Plan is intended to protect our NOLs and built-in losses under Section 382, it may also 
have the effect of delaying or preventing beneficial takeover bids by third parties. 
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ITEM 8.  EXHIBITS 

A list of exhibits required to be filed as part of this report is set forth in the Index to Exhibits, which 
immediately precedes such exhibits, and is incorporated herein by reference. 
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PART E

EXHIBITS

    
*  Filed with the Company’s Quarterly Report for the period ended June 30, 2010. 
**  Filed with the Company’s Quarterly Report for the period ended March 31, 2007. 
***  Filed with the Company’s Quarterly Report for the period ended June 30, 2009. 
****  Filed with the Company’s Annual Report for the period ended September 30, 2011. 

Exhibit 
No. Description 
1*  First Amendment to Restated Certificate of Incorporation of ALJ Regional Holdings, Inc. as filed with the Secretary of State of 

the State of Delaware on June 1, 2010. 
2   Restated Certificate of Incorporation of ALJ Regional Holdings, Inc. as filed with the Secretary of State of the State of Delaware

on June 16, 2009 (incorporated by reference to Exhibit 1 to the Company’s Quarterly Report for the quarter ended June 30, 2009 
available at www.pinksheets.com.). 

3  Certificate of Ownership and Merger of YouthStream Media Networks, Inc. as filed with the Secretary of State of the State of
Delaware on October 23, 2006.  (incorporated by reference to Exhibit 2 to the Company’s Annual Report available at 
www.pinksheets.com posted on January 15, 2007) 

4   Restated Bylaws of ALJ Regional Holdings, Inc. (incorporated by reference to Exhibit 7 to the Company’s Quarterly Report for
the quarter ended March 31, 2009 available at www.pinksheets.com.) 

5 YouthStream Media Networks, Inc. 2000 Stock Incentive Plan (incorporated by reference to Exhibit 10.28 to YouthStream’s 
Form 10-KSB filed with the SEC for the fiscal year ended June 30, 1999). 

6**   First Amendment to the Amended and Restated Management Services Agreement by and between KES Acquisition Company 
and Pinnacle Steel, LLC dated February 23, 2007. 

7  Amended and Restated Management Services Agreement, February 28, 2005, by and between 
KES Acquisition Company, LLC and Pinnacle Steel, LLC (incorporated by reference to Exhibit 
10.83 to YouthStream’s Form 8-K, filed with the SEC on March 14, 2005). 

8**  Amended and Restated Tax Sharing Agreement by and between the ALJ Regional Holdings, Inc. and KES Acquisition Company.
9  Rights Agreement dated May 13, 2009 by and between ALJ Regional Holdings, Inc. and 

American Stock Transfer and Trust Company, LLC (incorporated by reference to Annex B to 
ALJ Regional Holdings proxy statement dated May 15, 2009 available at www.pinksheets.com). 

10****  Amended and Restated Revolving Credit, Term Loan and Security Agreement, dated as of September 30, 2011, by and among 
KES, the financial institutions from time to time a party thereto and PNC as a lender and agent for the lenders. 

11*  Second Amendment to the Amended and Restated Management Services Agreement by and between KES Acquisition Company 
and Pinnacle Steel, LLC dated May 28, 2010. 

12****  Third Amendment to the Amended and Restated Management Services Agreement by and between KES Acquisition Company 
and Pinnacle Steel, LLC dated September 30, 2011. 
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ITEM 9.  CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL 
OFFICER 

Certification of the Chief Executive Officer 

I, John Scheel, hereby certify that: 

1. I have reviewed this quarterly disclosure statement of ALJ Regional Holdings, Inc. for the fiscal 
quarter ended March 31, 2012;  

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

3. Based on my knowledge, the financial statements and other financial information included or 
incorporated by reference in this disclosure statement, fairly present, in all material respects, the 
financial condition, results of operations and cash flows of ALJ Regional Holdings, Inc., as of, and 
for, the fiscal quarter ended March 31, 2012. 

Date:  May 15, 2012 

/S/ John Scheel  
John Scheel,  
Chief Executive Officer 

Certification of the Chief Financial Officer

I, T. Robert Christ, hereby certify that: 

1. I have reviewed this quarterly disclosure statement of ALJ Regional Holdings, Inc. for the fiscal 
quarter ended March 31, 2012;  

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

3. Based on my knowledge, the financial statements and other financial information included or 
incorporated by reference in this disclosure statement, fairly present, in all material respects, the 
financial condition, results of operations and cash flows of ALJ Regional Holdings, Inc., as of, and 
for, the fiscal quarter ended March 31, 2012. 

Date:  May 15, 2012 

/S/ T. Robert Christ  
T. Robert Christ,  
Chief Financial Officer 
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