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FINANCIAL HIGHLIGHTS

(In thousands, except per share data)

Fiscal 2026 Fiscal 2025

INEE SALES ...ttt bbbttt § 646913 § 444,600
NEL CAIMINES. ...cvevieveeietiteeieteteeeetesteeeesesseseese st eseetessessesessessesessassesesasseseasessesessessesessessesessessens $ 19,533 § 6,085
Net earnings per Share (BaSIC)......cecviirieiriirieeiiriieiiiiee ettt ettt ssesese s seseenes $ 276 § 0.87
Cash dividends Per SHATE ..........ccveoiiuiieiiieieicieee ettt ettt s s $ 0.16 $ 0.16
StOCKNOIAETS™ EQUILY ...vuvvieivetieiietieeet ettt ettt ettt a et s e s et enens § 151,494 § 132,425
WOTKING CAPILAL ....c.eviviiiiiiieie ettt ettt ettt e eeaeesteebeesbeesbeesseseeas $ 180,890 $ 128,143

TO OUR SHAREHOLDERS:

Fiscal 2026 was a milestone year for Friedman Industries. We generated net earnings of $19.5 million on sales of $646.9
million and achieved the highest annual sales volume in Company history. Just as importantly, the year demonstrated the
progress we are making toward building Friedman into a larger, more diversified, and more resilient metals processing
platform. Our results reflect strong execution across our facilities, disciplined commercial decision-making, and the benefits
of strategic investments designed to support profitable long-term growth.

Our performance was driven by progress across several areas that matter to long-term shareholders: Greater scale, Higher
utilization of our operating platform, Expanded customer relationships, and Continued discipline in managing commodity-
price volatility. While metal markets remain cyclical, fiscal 2026 showed that Friedman is becoming a stronger and more
durable business, with a broader footprint and more ways to serve customers across market environments.

The acquisition of Century Metals & Supplies was an important step in that strategy. Century expanded our flat-roll
processing capabilities, broadened our geographic reach, and added customer relationships that complement Friedman’s
existing platform. The acquisition reinforces our confidence in pursuing disciplined growth opportunities that strengthen our
competitive position and long-term earnings potential.

Fiscal 2026 also demonstrated the value of our diversified operating footprint and disciplined risk management approach. As
market conditions evolved throughout the year, our operational flexibility, commercial execution, and hedging program
helped us navigate volatility and deliver strong financial results. Same-facility annual sales volume grew 17% year over year,
underscoring the strength of our core operations. Including contributions from the Century acquisition, total annual sales
volume increased 22% compared to fiscal 2025, reflecting both successful execution of our growth strategy and sustained
customer demand.

We enter fiscal 2027 with meaningful momentum. Our balance sheet remains strong, our facilities are operating efficiently,
and our expanded platform gives us more ways to serve customers and create value across market cycles. Our priorities
remain focused: Operate safely and efficiently, Sustain strong utilization, Capture the full benefits of investments, Manage
risk with discipline, and Pursue growth opportunities that enhance long-term shareholder value.

On behalf of our Board of Directors and management team, I would like to thank our employees for their dedication, our
customers and suppliers for their partnership, and our shareholders for their continued support and confidence in Friedman
Industries. We are proud of what Friedman accomplished in fiscal 2026 and remain focused on building a larger, stronger,
and more valuable company for the years ahead.

Sincerely,

Michael J. Taylor
President and Chief Executive Officer
Chairman of the Board of Directors
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ANNUAL REPORT ON FORM 10-K

Shareholders may obtain without charge a copy of the Company’s Annual Report on Form 10-K for the year ended
March 31, 2026, as filed with the U.S. Securities and Exchange Commission. Written requests should be addressed to:
Alex LaRue, Chief Financial Officer — Secretary and Treasurer, Friedman Industries, Incorporated, P.O. Box 2192,
Longview, Texas 75606.



DESCRIPTION OF BUSINESS

Friedman Industries, Incorporated (the “Company”) is a manufacturer and processor of metals and operates in two
product segments: flat-roll products and tubular products.

Flat-Roll Products

The flat-roll product segment consists of flat-roll processing facilities located in Hickman, Arkansas; Decatur,
Alabama; Miami, Florida; East Chicago, Indiana; Granite City, Illinois and Sinton, Texas and a flat-roll distribution facility
located in Orlando, Florida. The Hickman, Granite City and East Chicago facilities operate temper mills and cut-to-length
lines. The Decatur and Sinton facilities operate stretcher leveler cut-to-length lines. The Miami facility operates a corrective
leveling cut-to-length line and a coil slitting line. The processing equipment improves the quality of the material and cuts the
material into sheet, plate or slit coil. On a combined basis, the facilities are capable of cutting sheet and plate with thicknesses
ranging from 30 gauge to 1” thick in widths ranging from 11” wide to 96” wide. The flat-roll segment is able to produce slit
coil with thickness ranging from 32 gauge to 10 gauge in widths ranging from 1/2" wide to 60" wide. The Granite City facility
also operates a fiber laser which further processes flat-roll sheet and plate into customer parts. The vast majority of flat-roll
product segment revenue is generated from sales of Company owned inventory but the segment also generates revenue from
the processing or storage of customer owned material on a fee basis.

The processing facilities produce similar products and perform similar processes. The Company makes shipments of
flat-roll products based on which facility offers the desired product or, if the product is available at multiple facilities, based
on other factors, such as customer location, freight conditions and the ability of the facility to fulfill the order on a timely
basis. Flat-roll products are sold on a wholesale, rapid-delivery basis in competition with other processors of metals.

The flat-roll segment purchases its inventory from a limited number of suppliers. Loss of any of these suppliers could
have a material adverse effect on the Company’s business.

The Company sells flat-roll products and processing or storage services to approximately 1,160 customers located
primarily in the midwestern, southwestern and southeastern regions of the United States. The Company’s principal customers
for these products and services are metals distributors and customers manufacturing products such as metal buildings, railcars,
heavy equipment, tanks and containers, trailers, component parts and other fabricated metal products.

Tubular Products

The tubular product segment consists of the Company’s Texas Tubular Products division (“TTP”) located in Lone Star,
Texas. TTP operates two electric resistance welded pipe mills with a combined outside diameter (“OD”) size range of 2 3/8”
OD to 8 5/8” OD. Both pipe mills are American Petroleum Institute (“API”) licensed to manufacture line pipe and oil country
pipe and also manufacture pipe for structural purposes that meets other recognized industry standards. All of the tubular
segment's revenue is generated from sales of Company owned inventory.

The Company sells its tubular products nationally to approximately 80 customers. The Company’s principal customers
for these products are steel and pipe distributors.

TTP purchases its inventory from a limited number of suppliers. Loss of any of these suppliers could have a material
adverse effect on the Company’s business.

Significant financial information relating to the Company’s two product groups, flat-roll and tubular products, is
contained in Note 12 of the Notes to the Company’s Consolidated Financial Statements appearing herein.



RANGE OF HIGH AND LOW SALES PRICES OF COMMON STOCK

Fiscal 2026 Fiscal 2025
High Low High Low
FIrSt QUATTET ......ooveveeeeeeceeeeeeeeeeeee ettt ettt eveneneas $ 1773 § 1224 $ 19.52 § 13.78
Second QUATTET .......c.eeeiieeiieeiierieeete e e e eeeeaeesbeeenree s 22.98 14.51 19.12 13.71
Third QUATET.......eeuiiieiieieee e 23.50 18.17 18.48 13.40
Fourth QUATTET ......c.ceiiiiieiiie e 24.37 16.55 17.80 13.93

CASH DIVIDENDS DECLARED PER SHARE OF COMMON STOCK

Fiscal 2026 Fiscal 2025

FIISE QUATTET .....evoveeeeeeti ettt ettt ettt et et et et et ete et eaeete et esseteseesseteetessesessessetessesnareas $ 004 $ 0.04
SECONA QUATTET .....ecvveeiieeiieesee et eete ettt et e te et eestbeesbeestbeessaeessseessseessseessseessseessseensses 0.04 0.04
THIird QUATTET ......ccuiiiieiiieiecce ettt ettt e e eeae e e tbeeeaaeestaeeeaaeestseeeaseestseenrneenes 0.04 0.04
FOUIth QUATTET ....c.eiiiiiiceeieecee ettt et e e e aaeeetaeeeaaeestseeeaseesaseeenneenes 0.04 0.04

The Company’s Common Stock is traded principally on the Nasdaq Global Select Market (trading symbol: FRD).

The approximate number of shareholders of record of Common Stock of the Company as of April 24, 2026 was 145.
Because many of the Company’s common shares are held by brokers and other institutions on behalf of shareholders, the
Company is unable to estimate the total number of individual shareholders represented by these record holders.



CONSOLIDATED BALANCE SHEETS

(In thousands, except for share data)

ASSETS

CURRENT ASSETS:

Accounts receivable, net of allowances for credit losses of $426 and $147 at
March 31, 2026 and 2025, reSPeCtiVelY ....ccueevvieierieieeieieeieeiee et
TIIVEIEOTIES 1.ttt ettt et h ettt s bt ettt e seee bt ennesaeeneeens
Current portion Of AEriVAtIVE @SSELS........ccuerierieeierierieeiestiesieeeesteesaeseesseeaeseaesseens
INCOME taX TECEIVADIE. .....oitiiiiiiiiiieie ettt
OthEr CUITENE SSELS ..uviivveiieriiteitieteetesteesteete st esteeaesteebeesaesseessesssesseensesssesseensenns
TOTAL CURRENT ASSETS ...ttt

PROPERTY, PLANT AND EQUIPMENT:

1 VTSP SPSTSPRPS
Buildings and yard improvements............ceceeeereerienienienieneeneeienieenee e
Machinery and eqUIPIMENT .........coceeiiiierieierieie et eie ettt ee e e
CONSIIUCLION 1N PIOCESS ..eevveuriiientieiirieenieetesttesteetesitesteetesitesbeetesieesbeestessaesbeensenas
Less accumulated depreCiation.............eeeerieeienieesieeiesie ettt ee e

OTHER ASSETS:
Operating lease right-0f-USe aSSet .........ccceeriirierieiirierieeieeeeeee e
OBRET ASSELS ...veiviietie et ettt ettt et e et e e et e eete e ebeeeteeeteeeeteeeteeetaeeeseeeeseeereesareenns
TOTAL ASSETS ..ottt ettt sttt sttt saesbesbe b

LIABILITIES AND STOCKHOLDERS’ EQUITY

CURRENT LIABILITIES:
Accounts payable and accrued EXPENSES .......ccueveeruiriuereeriirieieene e seeie et
INCOME tAXES PAYADIE .....vecvieniieiieiieii ettt ettt e ae st enaeseaeseens
Dividends Payable.........c.ooieriiiiiiiieie e e
Employee compensation and related eXpenses..........ceveerueeiereenieecieseesieeiesieenees
Current portion of derivative lHability..........ccocerieiiiiieniiirieeeeeeeesceeeee
TOTAL CURRENT LIABILITIES .....ccoootiiiiiiniieieneeieeteneee e

POSTRETIREMENT BENEFITS OTHER THAN PENSIONS .......cccccceevviiennen.
DEFERRED INCOME TAX LIABILITY ...ooviiiiiiiie e
NON-CURRENT LEASE LIABILITIES ......ooooiiiiiieeeeee et
SELLER NOTE PAYABLE, NET.......cooiiiiiiiee e
NON-CURRENT CONTINGENT CONSIDERATION LIABILITY .......ccoovveeune.
ASSET BASED LENDING FACILITY ...cviiiiiieieeeeee e
TOTAL LIABILITIES ....oootioiiitieieeeeeee ettt ettt ettt
COMMITMENTS AND CONTINGENCIES (SEE NOTE 2)
STOCKHOLDERS’ EQUITY:
Common stock, par value $1:
Authorized shares — 10,000,000
Issued shares — 9,019,505 shares and 8,877,229 shares at March 31, 2026 and
2025, TESPECLIVELY w.eveeeieiieiiesieete ettt ettt ettt et e st ense e eseenseennas
Additional paid-in capital..........cccoiririniniiini e
Treasury stock at cost (1,907,323 shares and 1,906,693 shares at March 31, 2026
and 2025, TESPECLIVELY)..c..eiriieiiriiiieeieeteteeert et
REtaINed CAIMINGS ....eeuviieieiieiieeiesteee ettt sttt s esbe et eeeaesaeenee e
TOTAL STOCKHOLDERS’ EQUITY .....oooviiiiiiieiiceieieeee e
TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY ...ccvevvvviieeiieene

See accompanying notes.

March 31,
2026 2025
2,450 $ 3,686
80,174 47,476
172,223 113,689
153 636
521 —
1,518 980
257,039 166,467
11,642 1,572
32,667 30,393
65,512 57,970
934 135
(37,137) (33,819)
73,618 56,251
4,702 2,841
1,451 1,263
336,810 $ 226,822
March 31,
2026 2025
67,169 $ 35,304
— 647
284 279
8,270 1,807
426 287
76,149 38,324
96 115
6,761 5,478
4,097 2,752
3,489 —
2,160 —
92,564 47,728
185,316 94,397
9,020 8,877
35,934 35,394
(13,110) (13,100)
119,650 101,254
151,494 132,425
336,810 $ 226,822




CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands, except per share data)

Year Ended March 31,
2026 2025
Net Sales $ 646,913 $ 444,600
Costs and expenses:
Cost of materials sold (excludes items shown separately below)...........cccceveeeenene 518,696 365,648
Processing and warchouSIing EXPENSE........c.cevveruieruierieerieeeeiesreereeaeeeesreesreesseeseens 41,722 33,477
DEIIVETY EXPEIISE ...c.vvivierierieeteeereiteeiteesteeteeteeteeeseesbeesseessesssesssesseesseessesrsesseesseensenns 28,398 23,228
Selling, general and admiNISIrAtIVE ..........cccovveriieriieiieeeeeeee et 28,622 16,171
Depreciation and amortiZation ...........ceeeveeevereerieriierieereeeeseesreesesaeseeseesseessessnenns 3,824 3,291
621,262 441,815
Gain on disposal of property, plant and equipment............ccccceeeveeviieieeieiiereereeie e — 258
EARNINGS FROM OPERATIONS ...ttt 25,651 3,043
Fair value adjustment of contingent consideration.............ccoeveeveeierierieeriesceeseeseesneennes 1,420 —
Gain on economic hedges Of TISK .......ccviviiiieiiiiiiiiecieeee e 3,412 7,598
TNEETEST EXPEIISE ..evveeeeiieeiiieeiiie et ette et te et et e sttt e st e esateesate e teeeseeeenbaeenseesnbeesnseesnseesnseennes (4,104) (2,953)
Other INCOME (EXPEINSE)....uveurerierreriereereetesreesseesseassessesseesseesseessessesssessaesseesseessesnsesnes (@) 5
EARNINGS BEFORE INCOME TAXES.......coccot et 26,372 7,693
Provision for income taxes:
CUITEIE ..ottt et e e e ee ettt e e e e e eeeetaaaeeeeeeeeeetaraeeeeeeeeesasreeeeeeeennnrees 5,556 1,387
DEICITEA .. ..o 1,283 221
6,839 1,608
NET EARNINGS ...ttt $ 19,533 § 6,085
Net earnings per share:
BSIC. vttt ettt b et et b et b et e b s sesens $ 276 $ 0.87
DIIULEA. ..ttt et $ 276 $ 0.87
Cash dividends declared per common Share..............ccceeeverierieriieciieieeeeeeee e $ 0.16 $ 0.16

See accompanying notes.



CONSOLIDATED STATEMENTS OF STOCKHOLDERS’

EQUITY

(In thousands, except per share data)

Additional
Common Paid-In Treasury Retained
Stock Capital Stock Earnings Total

BALANCE AT MARCH 31,2024 .........c.ccoen..... $ 8873 § 35247 § (12,929) § 96,284 § 127,475
NEt CaAININGS ..eecvveeeerieeiieeiieeieeereeeieeereeereeeaeeens — — — 6,085 6,085
Issuance of restricted stocK..........cccvvevveeriirennenne. 4 4) — — —
Paid in capital — restricted stock..........c.ccveeurennnne — 151 — — 151
Repurchase of shares...........ccceeeveevciiencieeniienneenne, — — (171) — (171)
Cash dividends ($0.16 per share) ...........ccccoeuevene.. — — — (1,115) (1,115)

BALANCE AT MARCH 31, 2025 ........... $ 8877 $ 35394 § (13,100) $ 101,254 § 132,425
NEt CaAININGS ..eeevvveerieeiieeiieeieeeieeereeeveeereeeaeeens — — — 19,533 19,533
Issuance of restricted Stock........ccovevvveeierveniiennns 143 (143) — — —
Paid in capital — restricted stock..........ccoecvvevennne — 683 — — 683
Repurchase of shares..........ccccoevveeeviecienienieiienne — — (10) — (10)
Cash dividends ($0.16 per share) .............c.c.o...... — — — (1,137) (1,137)

BALANCE AT MARCH 31, 2026 ........... $ 9,020 $ 35934 § (13,110) $§ 119,650 § 151,494

See accompanying notes.



CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

Year Ended March 31,
2026 2025
OPERATING ACTIVITIES
NEE CAITUIES ...ttt ettt e ettt e e et e eaeeaeeseeseeaeese e e eeaeeseeseereereereeneenes $ 19,533 § 6,085
Adjustments to reconcile net earnings to cash provided by (used in) operating
activities:
Depreciation and amortiZation ............ccveerveerieeneeenieesieereeeieeereeereesveesaeenns 3,824 3,291
DEFEITEA TAXES ..ottt ettt e e e et e e eae e e s saaeeessnaeeesennes 1,283 221
Compensation expense for restricted StoCK.........ccvvvvivierierieiieieciecieeeeen, 683 151
Change in post-retirement benefits ..........ccocvevveviieciieienierieeeie e (19) 10
Change in cash surrender value of officers’ life insurance ............cceevvevenennne. 15 @)
Loss (gain) recognized on open derivatives not designated for hedge
ACCOUNTITIEZ ..veeieneieneienteeeteetteeteeteeteesessaesseesseeseenseessesssenseenseensennsesssessnesseenses 622 (1,961)
Gain on disposal of property, plant and equipment.............ccoeceervereereeeseennene. — (258)
Amortization of right-0f-USe aSSEt .......cceeeiiiiiieeiiiiieeee e 80 30
Gain on fair value adjustment to contingent consideration...........cc.cceeeveeeenenns (1,420) —
Decrease (increase) in operating assets, net of amounts acquired in business
combination:
ACCOUNTS TECEIVADIE .....viiiiieiiie ittt ettt e e eeetee st eebeesbeeenaee e (19,326) (147)
INVENLOTICS. ...evvieereiietieie et ete ettt steete e et e et e te e teesseesbeessessaesseesseesseessesneenens (23,912) 2,115
OthEr CUITENT ASSELS.....veiureitierierieieieeseesteeteesreessesseesseeseessesssesseesseesseessesssenses (826) 442
Increase (decrease) in operating liabilities, net of amounts assumed in business
combination:
Accounts payable and accrued EXPEnSes.........cocverueererrireienienieeienee e neeenee s 22,187 (8,641)
Income taxes PAYADIC .......ccviviiiieiieiiee e e (647) (1,566)
Employee compensation and related eXpenses ...........cceeeerveereecienieneeneeneennen. 6,463 (4,182)
NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES ...... 8,540 (4,417)
INVESTING ACTIVITIES
Cash paid for Century business cOMbINAtION ...........ceeieerierrierieriereee e (45,597) —
Purchase of property, plant and equipment..............cccoovevieevieeveeeeeneenreereeee s (7,161) (4,002)
Proceeds from Sale Of @SSELS......cccuueiiiiiiiiiiiieiee e — 1,575
Deposit on steel processing eqUIPMENLt .........cccveerveeriveerieenieeenieenreesveeseeesreesneenes — (1,000)
NET CASH USED IN INVESTING ACTIVITIES......cccooiiiiiiieeeeeee, (52,758) (3,427)
FINANCING ACTIVITIES
DEDE ISSUANCE COSE...viiuriinrietieiieeiieiteesteesteeteserestee st esbeesseessesssesseesseessesssesseesseenseensenns (395) —
Cash dividends Paid .........c.ccievvieiieiiiieeeieee ettt reens (1,132) (1,115)
Cash paid for principal portion of finance 1ease............cecveeveercierierieneeeeiereeene — (54)
Cash paid for share repurchases ............ocevveeiieierienieeeeee e (10) (171)
Borrowings on asset based lending facility...........ccccervierieniecenienieee e 779,678 649,494
Repayments on asset based lending facility ..........ccoooevierieiieiineneeceeeee (734,841) (642,059)
NET CASH PROVIDED BY FINANCING ACTIVITIES.......cccccovereenienenn 43,300 6,095
DECREASE IN CASH AND RESTRICTED CASH .....ccccocoiinininirinieiciecceeen (918) (1,749)
CASH AND RESTRICTED CASH AT BEGINNING OF PERIOD............cccecveneenenne. 4,148 5,897
CASH AND RESTRICTED CASH AT END OF PERIOD .......cccooeoivinieirieeicrienene $ 3,230 $ 4,148

Cash and restricted cash at March 31, 2026 and 2025 included approximately $0.8 million and $0.5 million, respectively,
of cash required to collateralize open derivative positions. These amounts are reported in "Other current assets" on the
Company's consolidated balance sheets at March 31, 2026 and 2025.

See accompanying notes.



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

BASIS OF CONSOLIDATION: The consolidated financial statements include the accounts of Friedman Industries,
Incorporated and its subsidiary (collectively, the “Company”). All material intercompany amounts and transactions have been
eliminated.

BUSINESS COMBINATIONS: The results of a business acquired in a business combination are included in the
Company’s financial statements from the date of acquisition. The Company allocates the purchase price to the identifiable
assets and liabilities of the acquired business at their acquisition date fair values. The excess of the purchase price over the
amount allocated to the identifiable assets and liabilities, if any, is recorded as goodwill. Determining the fair value of assets
acquired and liabilities assumed requires management to make significant judgments and estimates, including the selection
of valuation methodologies, estimates of future operating results, discount rates and selection of comparable companies.
Acquisition-related transaction costs are expensed in the period in which the costs are incurred. See Note 2 for additional
discussion of the acquisition completed by the Company during the fiscal year ended March 31, 2026.

REVENUE RECOGNITION: Revenue is generated primarily from contracts to manufacture or process metal
products and is recognized when performance obligations are complete. Generally, the Company’s performance obligations
are satisfied, control of our products is transferred, and revenue is recognized at a single point in time, when title transfers to
our customer for product shipped or when services are provided. Revenue is recorded in an amount that reflects the
consideration expected to be received in exchange for those goods or services. See Note 13 for further information.

TRADE RECEIVABLES: The Company’s receivables are recorded when billed, advanced or accrued and represent
claims against third parties that will be settled in cash. The carrying value of the Company’s receivables, net of the allowance
for credit losses, represents their estimated net realizable value. The Company estimates its allowance for credit losses based
on historical collection trends, the age of outstanding receivables and existing economic conditions. Trade receivables are
generally considered past due after 30 days from invoice date. Past-due receivable balances are written-off when the
Company’s internal collection efforts have been unsuccessful in collecting the amount due. The balance of the Company’s
allowance for doubtful accounts was approximately $0.4 million and $0.1 million at March 31, 2026 and 2025, respectively.

INVENTORIES: Both flat-roll segment and tubular segment inventories consist of raw material and finished goods.
Cost for all of the Company's flat-roll segment inventory, except for inventory of the Century Metals & Supplies subsidiary,
is determined using the weighted average cost method. The cost of Century Metals & Supplies inventory is determined using
the specific identification method. Cost for all of the Company's tubular segment inventory is determined using the weighted
average cost method. All inventories are valued at the lower of cost or net realizable value. The Company did not have any
lower of cost or net realizable value adjustments during fiscal 2026 or fiscal 2025. Obsolete or slow-moving inventories are
not significant based on the Company’s review of inventories. Accordingly, no allowance has been provided for such items.
Flat-roll raw material inventory consists primarily of carbon steel, stainless steel and aluminum flat-roll products the
Company will process into sheet, plate or slit coil. Flat-roll finished goods consists of processed sheet, plate or slit coil
inventory. Tubular raw material inventory consists of hot-rolled steel coils that the Company will manufacture into pipe.
Tubular finished goods inventory consists of pipe the Company has manufactured. Inventory costs include the costs of the
purchased metals, inbound freight, transfer freight, certain external processing, internal processing, direct labor and applicable
overhead costs.

The following is a summary of inventory by product group (in thousands):

March 31,
2026 2025
Flat-Roll raW mMaterial .............ooooviiiiiiiiieeieieceeee et $ 120,763 $ 85,865
Flat-Roll finiShed SO0AS .......c.coieiiieiieieeie e 31,068 15,737
Tubular raWw MAterial ..........cc.ooooviiiiiiiie e ee e e e e 9,441 7,055
Tubular finished ZOO0dS........c.uiiiiieiiieeiece e 10,951 5,032
$ 172,223 § 113,689

10



DERIVATIVE INSTRUMENTS: From time to time, the Company may use futures contracts, options or swaps to
manage exposure to metals price risk. For fiscal 2026 and fiscal 2025, all of the Company's hedging activities were classified
as economic hedges of risk with mark-to-market ("MTM") accounting treatment. In prior fiscal years, the Company elected
hedge accounting for some of its derivatives. For derivatives designated for hedge accounting and classified as cash flow
hedges, changes in fair value are recognized as a component of other comprehensive income and reclassified into earnings
during the period in which the hedged transaction affects earnings. For derivatives designated for hedge accounting and
classified as fair value hedges, changes in fair value are recognized in the same balance sheet line as the hedged item until
the hedged item affects earnings. For derivatives where hedge accounting is not elected, changes in fair value are immediately
recognized in earnings. The Company has forward physical purchase supply agreements in place for a portion of its monthly
physical steel needs. These supply agreements are not subject to mark-to-market accounting due to the Company electing the
normal purchase normal sales exclusion provided in Accounting Standards Codification 815 - Derivatives and Hedging. See
Note 7 for further information about the Company's derivative instruments.

PROPERTY, PLANT AND EQUIPMENT: Property, plant and equipment is stated at cost except for assets
acquired through business combination which are stated at their acquisition date fair value. Depreciation is calculated
primarily by the straight-line method over the estimated useful lives of the various classes of assets as follows:

BUIlAINEZS (1N YEAIS) 1.uveiuviieiieiiieeiieieecteeteet et e et e st e te e teeaeeteesteesseesbeesseesseessasssesseesseessesssesssesssesseeseassenssens 15 to 40
Machinery and equIPMENt (IN YEATS) .....eccvreeureverieriereerteesieeteeseesseesseesseessesssesssesseesseesseessesssesssesssessesssenns 10 to 30
Land improvements (1N YEAIS)........ccverrieruierreriereereesseesseessesseesseesseesseesseessesssesssessesssesssesssesssesssssssessesssenns 5to 15
FUINTEULE (10 YEAIS) 1.uvteutieuiieeiietteeteestteteeteeteettesteesteesseessesseesseesseesseesseasseessasssasseessesssasssesssesssesseesseensenssenns 5to 10
Equipment - TEChNOIOZY (I YEAIS) .......vecuiereeieeiieriieiieeieeteetesetestt et eteeaessaesseeseessesnsesnnesseesseenseensesnnens 2to5

Buildings - Small Remodel/Furnace/HVAC (I YEATS) .....ccueecuerierrieriieiieieeteeeestenseeseeeeseesseeseeesseenseens 10to 15

The Company reviews its long-lived assets for impairment whenever events or changes in circumstances indicate that
their carrying amount may not be recoverable. The Company assesses recoverability by comparing the carrying amount of
the asset or asset group to estimated undiscounted future cash flows expected to be generated by the asset or asset group. If
an asset or asset group is considered impaired, the impairment loss to be recognized is measured as the amount by which the
asset’s or asset group's carrying amount exceeds its estimated fair value. The Company did not identify any indicators of
impairment during fiscal 2026 and fiscal 2025.

When property, plant and equipment is sold or otherwise disposed of, any gains or losses are reflected in income. If a
loss on disposal is expected, such losses are recognized when the assets are reclassified as assets held for sale.

Maintenance and repairs are expensed as incurred.

SHIPPING COSTS: Sales are increased for freight billed to customers and freight costs are a component of cost of
products sold and shown discretely as "Delivery expense" on the consolidated statements of operations.

SUPPLEMENTAL CASH FLOW INFORMATION: During fiscal 2026, the Company had non-cash investing
and financing activities associated with the Century Metals & Supplies acquisition of approximately $3.5 million related to
a seller's note and approximately $2.2 million related to contingent consideration. During fiscal 2026, the Company had
approximately $1.1 million of non-cash investing activity related to the final post-closing working capital adjustment
associated with the Century acquisition. The adjustment was recorded as a receivable and remained outstanding as of fiscal
year-end. The Company paid interest of approximately $3.9 million and $3.0 million in fiscal 2026 and fiscal 2025,
respectively. The Company paid income taxes of approximately $6.7 million and $3.2 million in fiscal 2026 and fiscal 2025,
respectively.

INCOME TAXES: The Company accounts for income taxes under the liability method, whereby the Company
recognizes deferred tax assets and liabilities, which represent differences between the financial and income tax reporting
bases of its assets and liabilities. Deferred tax assets and liabilities are determined based on temporary differences between
income and expenses reported for financial reporting and tax reporting. The Company has assessed, using all available
positive and negative evidences, the likelihood that the deferred tax assets will be recovered from future taxable income.

The Company has also analyzed tax positions taken on tax returns filed and does not believe that any are more likely

than not to be overturned by the respective tax jurisdiction. Therefore, no liability for uncertain tax positions has been
recognized.
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USE OF ESTIMATES: The preparation of financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that affect the amounts reported in the
consolidated financial statements and accompanying notes. The more significant estimates and judgements for the Company
include determining the fair value of assets acquired and liabilities assumed in the business combination discussed in Note 2.
The determination of fair value requires management to make significant judgments and estimates, including the selection of
valuation methodologies, estimates of future revenue and cash flows, discount rates and selection of comparable companies.
Actual results could differ from these estimates.

FINANCIAL INSTRUMENTS: Since the Company’s financial instruments are considered short-term in nature,
their carrying values approximate fair value.

EARNINGS PER SHARE: The Company uses the two-class method of calculating earnings per share, which
determines earnings per share for each class of common stock and participating security as if all earnings of the period had
been distributed. As the holders of restricted stock are entitled to receive non-forfeitable dividends during the restriction
period, unvested shares of restricted stock qualify as participating securities. Unvested restricted shares participate on an
equal basis with common shares; therefore, there is no difference in undistributed earnings allocated to each participating
security. Unvested restricted stock is forfeitable until earned and therefore not considered outstanding for basic earnings per
share. Net income per basic common share is computed using the weighted average number of common shares outstanding
during the period and net income attributable to common stockholders is adjusted to allocate dividends paid to unvested
shares as well as undistributed earnings. Net income per diluted common share is computed using the weighted average
number of common shares and participating securities outstanding during the period.

ECONOMIC RELATIONSHIP: The Company purchases its inventory from a limited number of suppliers. Loss
of any of these suppliers could have a material adverse effect on the Company.

Flat-roll segment sales to O'Neal Steel accounted for approximately 15% and 16% of total Company sales in fiscal
2026 and fiscal 2025, respectively. No other customers accounted for 10% or more of total Company sales for either fiscal
year.

The Company’s sales are concentrated primarily in the midwestern, southwestern, and southeastern regions of the
United States and are primarily to customers in the metals distributing and fabricating industries. The Company performs
periodic credit evaluations of the financial conditions of its customers and generally does not require collateral. Generally,
receivables are due within 30 days.

RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS: In November 2024, the Financial Accounting
Standards Board (“FASB”) issued Accounting Standards Update No. 2024-03, Income Statement — Reporting
Comprehensive Income — Expense Disaggregation Disclosures: Disaggregation of Income Statement Expenses (“ASU 2024-
03”). ASU 2024-03 will require more detailed information about the types of expenses in commonly presented income
statement captions such as “Cost of sales” and “Selling, general and administrative expenses”. The new guidance is effective
for annual reporting periods beginning after December 15, 2026, and interim reporting periods beginning after December 15,
2027 with early adoption permitted. The Company is evaluating the impact that adoption of the provisions of ASU 2024-03
will have on its consolidated financial statements.

RECENTLY ADOPTED ACCOUNTING PRONOUNCEMENTS: In December 2023, the FASB issued
Accounting Standards Update No. 2023-09, Improvements to Income Tax Disclosures ("ASU 2023-09"). ASU 2023-09
requires that an entity disclose specific categories in the rate reconciliation, provide additional information for reconciling
items that are greater than 5 percent of the amount computed by multiplying pretax income (or loss) by the applicable statutory
income tax rate, and provide income taxes paid by jurisdiction that are greater than 5 percent of total income taxes paid. The
standard also requires that entities disclose income (or loss) from continuing operations before income tax expense (or benefit)
and income tax expense (or benefit) each disaggregated between domestic and foreign operations. The Company adopted this
new accounting guidance and applied the disclosure requirements on a prospective basis effective for the year ended March
31, 2026. The adoption of this new guidance affects only the Company's disclosures, with no impacts to results of operations
and financial position.
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2. BUSINESS COMBINATIONS

On August 29, 2025, (the “Acquisition Date”), the Company acquired certain assets and liabilities of Century Metals
& Supplies Inc. based in Miami, Florida. The Company acquired the working capital, buildings, processing and other
equipment, and the related real estate of Century (the “Transaction”). In addition to the owned facilities in Miami, the
Transaction also includes leased distribution and warehouse facilities in Orlando, Florida and Tampa, Florida. The operations
continue as Century Metals and Supplies LLC (“Century”), a wholly owned subsidiary of the Company. Century is a metals
processing company with cut-to-length and coil slitting capabilities which operates as part of the Company's flat-roll business
segment. As a result of the Transaction, the Company expanded its presence in the southeastern U.S. and Latin American
markets and broadened the Company's product offerings to include cold-rolled, coated, and stainless steels, as well as non-
ferrous materials such as aluminum, copper, and brass.

The Transaction resulted in the Company acquiring all the ownership interests in the assets noted above, for a total
consideration of approximately $51.6 million, after final net working capital adjustments. The total consideration consists of
(i) approximately $45.6 million of cash at close, (ii) a five-year seller's note with a fair value of approximately $3.5
million, (iii) contingent consideration possible through earn-out provisions with an initial fair value of approximately $3.6
million and a post-closing final working capital adjustment in favor of the Company of approximately $1.1 million. The
contingent consideration allows for up to $10 million in additional consideration over a four-year period based on certain
performance metrics and is not contingent on the sellers employment with Century at the time of the payout and, as such, the
fair value of such contingent consideration was recognized as consideration transferred.

The seller’s note was fair valued using a discounted cash flow analysis of the expected future payments, for which the
significant inputs included the rate of return based on a reference rate plus a spread and the expected cash flows associated
with the seller’s note over the remaining time to maturity. The contingent consideration was fair valued using a Monte Carlo
simulation of the potential cash payments to the sellers utilizing an estimate of the average future EBITDA, which was
discounted to present value. The significant inputs to the Monte Carlo simulation included projected future EBITDA, a
discount rate, EBITDA targets, maximum payout and EBITDA volatility. Such contingent consideration is required to be
measured at fair value at inception and at each reporting period. The Company performed a fair value analysis at March 31,
2026 and concluded the fair value was approximately $2.2 million. There were no changes to the valuation methodology
during the subsequent reporting period. The contingent consideration liability is reported on the consolidated balance sheet
under non-current contingent consideration liability and the change in fair value since initial measurement is recognized as a
gain on the statement of operations.

The Transaction was accounted for using the acquisition method of accounting, in accordance with Topic 805, Business
Combinations, whereby the consideration transferred and the acquired identifiable assets and liabilities assumed are recorded
at their respective fair values. The excess of the consideration transferred over the fair values of these identifiable net assets
is recorded as goodwill. The Transaction resulted in no residual goodwill.

Fair value of assets acquired and liabilities assumed

ACCOUNTS TECEIVADIE .....ooiiiiiiiiiieiice ettt eee e et e e ettt e s eaaeeeseaaeeeesaaeeessaaaessanaeessnneeeeanes $ 12,307
IIIVEIEOTY 1.ttt ettt ettt ettt e et e et e et e e e bt esabeeesbeessbeeassaesssa e sbeessseeasseensseessaanssaesseensneenseeenseennseas 34,623
Property, plant and SQUIPIMENT .........ccveiieiiiiieiieiiee ettt beeaestaesbeeseesseessessaesseesseeseessenns 13,727
Operating 1ease right-0f-USE @SSEL .....c.eccvieiirieiieitieit ettt ettt et e b e esbessaesraesseesseesseessesseenns 2,422
ORI @SSELS ...ttt ettt ettt ettt b et e bt bt e st et e et e et e bt s bt eb e et e st et e st e bt sbeebeeneeneenee 26
ACCOUNLS PAYADIE ...ttt ettt et et e et e st e s aeessee st enseanseensessaensaenseensennseensessnensennnens (9,083)
Operating 18aSe HADILILY .......ccveriieiieiieieeieee ettt e st e se e e e s e esaesneesneesseenseenseans (2,422)
TOLAL ..ttt ettt bttt ettt b e bt bt et ettt bbbttt enee $ 51,600

The following unaudited pro forma consolidated operating results give effect to the Transaction as if it had been
completed as of April 1, 2024 (in thousands). These pro forma amounts are not necessarily indicative of the operating results
that would have occurred if the Transaction had occurred on such date. The pro forma adjustments are based on certain
assumptions that we believe are reasonable.

Year Ended March 31,
2026 2025
INEE SALES e e e $ 754,518 $ 550,706
Earnings from OPErations ...........ccccevueeieirierieinieieesieeeesies et eresee e s e e seseens $ 30,461 $ 7,446

13



The Company's consolidated statement of operations for fiscal 2026 includes net sales of approximately $61.5 million
and net earnings of approximately $2.2 million attributable to Century's operations. During fiscal 2026, the Company
recorded one-time acquisition specific costs of approximately $1.3 million as a component of "Selling, general and
administrative" expenses on the Consolidated Statement of Operation. Information about the debt issuance costs associated
with the acquisition financing is provided in Note 4.

3. EQUITY COMPENSATION PLANS AND CAPITAL STOCK

The Company maintains two stock based compensation plans: the Friedman Industries, Incorporated 2016 Restricted
Stock Plan (the “2016 Plan”) and the Friedman Industries, Incorporated 2025 Long-Term Incentive Plan (the "2025 Plan" and
together with the 2016 Plan, the "Plans"). The Plans are administered by the Compensation Committee of the Board of
Directors and continue indefinitely until terminated by the Board of Directors (the "Board") or until all shares allowed by the
plans have been awarded and earned. All shares authorized under the 2016 Plan have been awarded with some of those shares
still under vesting restrictions at March 31, 2026. Under the 2025 Plan, the Company may award stock-based compensation
to employees, non-employee directors and third-party service providers. The 2025 Plan permits the award of stock options,
restricted stock awards, restricted stock units, stock appreciation rights and other stock-based awards for up to 550,000 shares
of the Company's common stock. As of March 31, 2026, all stock based compensation issued under the 2025 Plan was in the
form of restricted stock awards and a total of 521,696 shares were still available to be issued under the 2025 Plan. Restricted
awards entitle recipients to vote and receive non-forfeitable dividends during the restriction period. Because dividends are
non-forfeitable, they are reflected in retained earnings. Forfeitures are accounted for upon their occurrence. Because the
Company accounts for forfeitures as they occur, the non-forfeitable dividends are reclassified from retained earnings to
additional stock compensation for the actual forfeitures that occurred.

The following table summarizes the activity related to restricted stock awards for the two years ended March 31, 2026:
Weighted

Average Grant
Number of Date Fair Value

Shares Per Share
Unvested at March 31, 2024 ......ooomiiieeee et 64487 $ 6.62
(€521 1 11T« R RRTRRR 4,026 14.90
VESEEA ...vvieeiieiieeite ettt ettt ettt ettt et e et s te et e et e et e e rt e e ae e ae e beenbeesbeesaeeraereas (50,487) 7.12
Unvested at March 31, 2025 ....oouiiieiiiee ettt 18,026 $ 7.07
(€21 0L (=T E R 142,276 16.94
VESEEA ..ttt ettt ettt ettt et ettt ettt et e e e ereeatean (18,026) 7.73
Unvested at March 31, 2026 ......ooovieoeieeeeeeeeeeeeeee e 142,276 $ 16.86

The Company measures compensation expense for restricted stock awards at the market price of the common stock as
of the grant date. Compensation expense for awards with time based restrictions is recognized over the requisite service
period applicable to each award. Compensation expense for awards with performance based restrictions is recognized once
it is probable the performance conditions will be satisfied with a cumulative effect adjustment and the remaining expense
recognized over the remaining service period. The stock awards granted during fiscal 2026 consist of 53,221 time restricted
shares with annual ratable vesting over a three year period, 50,000 time restricted shares with annual ratable vesting over a
two year period, 2,742 time restricted shares with one year cliff vesting, and 36,313 performance restricted shares with vesting
thresholds dependent on the percentage of average earnings before tax to average accounts receivable, inventory and net
PP&E over a three year period. The Company recorded compensation expense of approximately $0.7 million and $0.2 million
in fiscal 2026 and fiscal 2025, respectively, related to the restricted stock issued under the Plans.

At March 31, 2026 and 2025, unrecognized compensation expense related to unvested restricted stock awards was
approximately $1.6 million and $0.1 million, respectively, which is expected to be recognized over a weighted average period
of approximately 1.8 years and 0.8 years, respectively.

The Company has 1,000,000 authorized shares of Cumulative Preferred Stock with a par value of $1 per share. The
stock may be issued in one or more series, and the Board of Directors is authorized to fix the designations, preferences, rights,
qualifications, limitations and restrictions of each series, except that any series must provide for cumulative dividends and
must be convertible into Common Stock. There were no shares of Cumulative Preferred Stock issued as of March 31, 2026
or March 31, 2025.
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On December 13,2023, the Board of Directors authorized the repurchase, for retirement, of up to 1,045,774 additional
shares of our common stock in open-market transactions or otherwise with the authorization expiring December 13, 2026.
The Company did not repurchase any shares through the open market during fiscal 2026 or fiscal 2025 but did acquire
630 shares and 9,801 shares during fiscal 2026 and fiscal 2025, respectively, as employee withholding taxes paid on vested
restricted stock.

4. DEBT

The Company has a $140 million asset-based lending facility ("ABL Facility") led by JPMorgan Chase Bank, N.A
with Wells Fargo Bank, N.A. as a 40% syndicated participant. The ABL Facility matures on August 29, 2030 and is secured
by substantially all of the assets of the Company. The Company can elect borrowings on a floating rate basis or a term basis.
Floating rate borrowings accrue interest at a rate equal to the prime rate minus 1.45% per annum. Term rate borrowings
accrue interest at a rate equal to the SOFR rate applicable to the selected term plus 1.65% per annum. Availability of funds
under the ABL Facility is subject to a borrowing base calculation determined as the sum of (a) 90% of eligible accounts
receivable, plus (b) the product of 85% multiplied by the net orderly liquidating value percentage identified in the most recent
inventory appraisal multiplied by eligible inventory. The ABL Facility contains a springing financial covenant whereby the
financial covenant is only tested when availability falls below the greater of 10% of the revolving commitment or
$14.0 million. The financial covenant restricts the Company from allowing its fixed charge coverage ratio to be, as of the end
of any calendar month, less than 1.00 to 1.00 for the trailing twelve-month period then ending. The fixed charge coverage
ratio is calculated as the ratio of (a) EBITDA, as defined in the ABL Facility, minus unfinanced capital expenditures to (b)
cash interest expense plus scheduled principal payments on indebtedness plus taxes paid in cash plus restricted payments paid
in cash plus capital lease obligation payments plus cash contributions to any employee pension benefit plans. The ABL
Facility contains other representations and warranties and affirmative and negative covenants that are usual and customary.
If certain conditions precedent are satisfied, the ABL facility may be increased up to an aggregate of $60 million, in minimum
increments of $5 million. At March 31, 2026, the Company had a balance of approximately $92.6 million under the ABL
Facility with an applicable interest rate of 5.3%. At March 31, 2026, the Company's borrowing base supported full access
to the ABL Facility.

The Company incurred debt issuance costs of approximately $0.4 million related to the renewal of the ABL Facility
during fiscal 2026 with these costs recorded as a non-current other asset which will be amortized on an equal monthly basis
over the term of the ABL facility.

The Company issued a seller's note of $3.5 million related to the acquisition of Century described in Note 2. The
promissory note has a maturity date of August 29, 2030 and accrues interest at a rate of 6.5% per annum, payable quarterly
in arrears on the last date of each quarter, commencing September 30, 2025.

5. LEASES

In August 2025, the Company was assigned operating leases for distribution and warehouse facilities in Orlando, FL
and Tampa, FL and certain transportation equipment related to the acquisition of Century. The Orlando lease expires July
31, 2029 and calls for monthly rental payments of approximately $25,000. The Tampa lease expires November 30, 2029 but
contains a 6 month extension option and calls for monthly rental payments of approximately $21,000. The Company
recognized initial right-of-use ("ROU") assets and lease liabilities of approximately $2.4 million related to the assumed
Century leases. The Company's other ROU assets and lease liabilities consist primarily of operating leases for the Granite
City, IL operating facility and administrative office spaces in The Woodlands, TX and Longview, TX. The Company’s other
operating leases for items such as operations equipment, IT equipment and storage space are either short-term in nature or
immaterial. The Company does not have any finance leases in place.

The Company determines if an arrangement contains a lease at inception based on if the arrangement conveys the right
to control the use of an identified asset for a period of time in exchange for consideration and allows the Company to obtain
substantially all of the economic benefit from the use of the identified asset. Certain lease agreements contain rent escalation
clauses and one or more options to extend the lease. The Company considers these provisions when calculating operating
lease obligations. The Company uses its incremental borrowing rate at lease commencement to determine the present value
of lease payments.
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The components of expense related to leases were as follows for the fiscal years ended March 31, 2026 and 2025 (in
thousands):

Fiscal 2026 Fiscal 2025
Finance lease - amortization of ROU asSet ..........c..cooevvieeiiiiieeeiiiccecieeeeee — 54
Operating 1€aSe EXPENSE ......eecvierrierierieiiesieesteereereeeesteesreesseeseeeesreesseeseesseens 850 384
$ 850 $ 438

The following table illustrates the balance sheet classification for ROU assets and lease liabilities as of March 31,
2026 and 2025 (in thousands):

March 31, 2026 March 31, 2025 Balance Sheet Classification

Assets
Operating lease right-of-use asset .......... $ 4,702 $ 2,841 Operating lease right-of-use asset
Finance lease right-of-use asset.............. — 378 Property, plant & equipment
Total right-of-use assets.................. $ 4702 $ 3,219
Liabilities
Operating lease liability, current............ $ 756 § 160 Accrued expenses
Operating lease liability, non-current..... 4,097 2,152 Non-current lease liabilities
Total lease liabilities ............c.......... $ 4853 § 2,912

As of March 31, 2026, the weighted-average remaining lease term was 12.5 years for operating leases. The weighted
average discount rate was 7.0% for operating leases.

Maturities of lease liabilities as of March 31, 2026 were as follows (in thousands):

Operating
Leases
FISCAL 2027 ..ttt ettt bbbttt ettt b e st b ettt 1,054
FASCAL 2028 ...ttt ettt ettt ettt ettt ettt e n e e e h e e bt e ae e bt e teeneeeneenaeeteenneene 990
FASCAL 2029 ...ttt ettt ettt ettt et e e n e h e e bt e bt e bt e et eneeeneenaeeteenneene 971
FASCAL 2030 ...ttt ettt ettt ettt ettt ettt e st e e h e e eb e e ae e bt e et eneeeneenaeeteenneene 478
Fiscal 2031 and DEYONA. .......ccovieiieiiiiiieiiieieeteee ettt ettt e teesbeesaesraesraesseesseenseens 4,544
Total undiscounted 1€aSe PAYMENLS..........cceiruieiiiiiiieiteeieere ettt e et ebeeaeeeeesaeesreeseeneereesreeseenns $ 8,037
LesS: IMPULEA INLETESTE .....vveviirieeiieeiieiieieerieete et e et e et eeteebeesbeesbeessestsesteeseesseesseessessaesseesseeseensenns (3,184)
Present value of 1€ase 1HaDIIILY .......ccviciiiiiiiiiicie ettt sre e eaneeane e $ 4,853

6. PROPERTY, PLANT AND EQUIPMENT
At March 31, 2026, the Company's construction in process balance of approximately $0.9 million consisted primarily
of $0.6 million associated with a building expansion at the Sinton, TX facility. The remaining balance consists of smaller

projects among our facilities.

Depreciation expense was approximately $3.7 million and $3.2 million for fiscal 2026 and fiscal 2025, respectively.
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7. DERIVATIVE FINANCIAL INSTRUMENTS

From time to time, we expect to utilize futures, options or swaps to manage our exposure to metals price risk that is
inherent in our business. During fiscal 2026 and fiscal 2025, all of the Company's hedging activities were classified as
economic hedges of risk with mark-to-market ("MTM") accounting treatment. By using derivatives, the Company is exposed
to credit and market risk. The Company’s exposure to credit risk includes the counterparty’s failure to fulfill its performance
obligations under the terms of the derivative contract. The Company attempts to minimize its credit risk by entering into
transactions with high quality counterparties, and uses exchange-traded derivatives when available. Market risk is the risk
that the value of the financial instrument might be adversely affected by a change in commodity prices. The Company
manages market risk by continually monitoring exposure within its risk management strategy and portfolio. For
any transactions designated as hedging instruments, we document all relationships between hedging instruments and hedged
items, as well as our risk-management objective and strategy for undertaking the various hedge transactions. We also assess,
both at the hedge’s inception and on an ongoing basis, whether the derivatives used in hedging transactions are highly
effective in offsetting changes in cash flows or fair value of hedged items.

The Company has forward physical purchase supply agreements in place for a portion of its monthly physical steel
needs. These supply agreements are not subject to mark-to-market accounting due to the Company electing the normal
purchase normal sale exclusion provided in ASC 815.

At March 31, 2026 and 2025, the Company did not have any derivatives designated as hedging instruments and
classified as cash flow or fair value hedges.

The following table summarizes the fair value of the Company’s derivative financial instruments and the respective
line in which they were recorded in the Consolidated Balance Sheet as of March 31, 2026 (in thousands):

Asset Derivatives Liability Derivatives
Balance Balance
Sheet Sheet
Derivatives not designated as hedging instruments: Location Fair Value Location Fair Value

Current Current
portion of portion of
derivative derivative

Hot-rolled coil steel contracts...........ccoeeveeveevenreenreennens assets $ 153 liability $ 426

The following table summarizes the fair value of the Company’s derivative financial instruments and the respective
line in which they were recorded in the Consolidated Balance Sheet as of March 31, 2025 (in thousands):

Asset Derivatives Liability Derivatives
Balance Balance
Sheet Sheet
Derivatives not designated as hedging instruments: Location Fair Value Location Fair Value

Current Current
portion of portion of
derivative derivative

Hot-rolled coil steel contracts...........ccceeveeveeveeeenreennens assets $ 636 liability $ 287

All derivatives are presented on a gross basis on the Consolidated Balance Sheet.

During fiscal 2026 and fiscal 2025, the Company entered into hot-rolled coil futures and swap contracts that were not
designated as hedging instruments for accounting purposes. Accordingly, the change in fair value related to these instruments
was immediately recognized in earnings for these periods. During fiscal 2026 and fiscal 2025, the Company did not designate
any transactions as hedging instruments for accounting purposes.
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The following table summarizes the gain recognized in earnings for derivative instruments not designated as hedging
instruments during fiscal 2026 (in thousands):

Gain Recognized in

Earnings
Location of Gain for Fiscal Year Ended
Recognized in Earnings March 31, 2026
Hot-rolled coil steel contracts.............cceeveeeenreennnns Gain on economic hedges of risk $ 3,412

The following table summarizes the gain recognized in earnings for derivative instruments not designated as hedging
instruments during fiscal 2025 (in thousands):

Gain Recognized in

Earnings
Location of Gain for Fiscal Year Ended
Recognized in Earnings March 31, 2025
Hot-rolled coil steel contracts...........cccceeeereererennnnne Gain on economic hedges of risk $ 7,598

The following table summarizes the Company's economic (non-designated) derivative instruments outstanding
at March 31, 2026 (in thousands):

Notional Amount Maturity Date
Hot-rolled coil steel contracts..........ccceeevenerenencnceeenne $ (8,987)  April 2026 - May 2027

The following table summarizes the Company's economic (non-designated) derivative instruments outstanding
at March 31, 2025 (in thousands):

Notional Amount Maturity Date
Hot-rolled coil steel contracts...........cccceecveevereenieecrennennen. $ (9,522) April 2025 - December 2025

At March 31, 2026 and 2025, cash of approximately $0.8 million and $0.5 million, respectively, was held by our
clearing agent to collateralize our open derivative positions. These cash requirements are included in "Other current assets"
on the Company's Consolidated Balance Sheets at March 31, 2026 and 2025.
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8. FAIR VALUE MEASUREMENTS

Accounting standards provide a comprehensive framework for measuring fair value and sets forth a definition of fair
value and establishes a hierarchy prioritizing the inputs to valuation techniques, giving the highest priority to quoted prices
in active markets for identical assets and liabilities and the lowest priority to unobservable value inputs. Levels within the
hierarchy are defined as follows:

e Level 1 — Quoted prices for identical assets and liabilities in active markets.

e Level 2 —Inputs other than quoted prices included within Level 1 that are observable for the assets and
liabilities, either directly or indirectly.

e Level 3 — Unobservable inputs that are supported by little or no market activity and that are significant to the
fair value of the assets and liabilities.

Recurring Fair Value Measurements

At March 31, 2026, our financial assets and liabilities, measured at fair value on a recurring basis were as follows (in
thousands):

Quoted
Prices
in Active
Markets  Significant

for Other Significant
Identical Observable Unobservable
Assets Inputs Inputs

(Level 1) (Level 2) (Level 3) Total
Commodity futures — financial liabilities, net.............ccoceevevrnene. $ 273) $ — — 3 (273)
Contingent consideration for business combination - financial

TADIIIEY e — — $ (2,160) $ (2,160)

TOLAL ..o $ (273) $ — $ (2,160) $ (2,433)

At March 31, 2025, our financial assets and liabilities, measured at fair value on a recurring basis were as follows (in
thousands):

Quoted
Prices
in Active
Markets  Significant

for Other Significant
Identical Observable Unobservable
Assets Inputs Inputs
(Level 1) (Level 2) (Level 3) Total
Commodity futures — financial assets, N€t...........cocccveveeevererennnnn. $ 3499 $ — — 349
TOLAL .. e $ 349 § — § — 349

At March 31, 2026 and 2025, the Company did not have any fair value measurements on a non-recurring basis.
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9. EARNINGS PER SHARE

Basic and dilutive net earnings per share is computed based on the following information (in thousands, except for
share data):

Year Ended March 31,
2026 2025

Numerator (basic and diluted)

NEL CAMMINES ...ooveeeeveeieeeete ettt te et ete et eaeete et easete et e e eteee e ete s e e etenens $ 19,533 $ 6,085
Less: Allocation to unvested restricted stock awards.............c...c......... 317 21
Net earnings attributable to common shareholders.............cccoeevenennen. $ 19,216 $ 6,064
Denominator (basic and diluted)

Weighted average common shares outstanding ............cccccevveveeienns 6,966,887 6,944,602

For fiscal 2026 and fiscal 2025, the Company allocated dividends and undistributed earnings to the unvested
restricted stock awards.

As the restricted stock qualifies as participating securities, the following restricted stock awards were not accounted
in the computation of weighted average diluted common shares outstanding under the two-class method:

Year Ended March 31,
2026 2025
Restricted Stock Awards ...............coooovviiviiiiiiiieeeeee 96,700 12,400
10. INCOME TAXES
Components of tax expense are as follows (in thousands):
Year Ended March 31,
2026 2025
Federal
(11 (< 1| PR $ 4,297 $ 1,234
DETEITEA ..ottt e e e eseaaee s 1,049 112
5,346 1,346
State
CUITENE oottt e e e et e e e e e ee et e e e e e s eeeaataeeeeeeeessareneeeeeas 1,259 153
DETEITEA ..ot aes 234 109
1,493 262
TOTAL .ttt e et et te et et e b e ra e reeaeas $ 6,839 $ 1,608

Reconciliations of the statutory rates to the actual effective tax rates for fiscal years 2026 and 2025 are as follows (in
thousands, except percentages):

Fiscal 2026 Fiscal 2025
Income tax expense at U.S. federal statutory rate ...........cccceeveereerveeneennnne. $ 5,538 21.0% $ 1,615 21.0%
Current year state and local income taxes net of federal income tax
DENETIE (Dot t e 1,179 4.4 208 2.7
OTNET ...ttt ettt ettt ettt b ettt b et en e seneenenan 122 0.5 (215) (2.8)
Provision fOr INCOME tAXES ....c.veivuviiieiiiieii ettt $ 6,839 259% $ 1,608 20.9%

Note: Certain percentages may not sum to totals due to rounding.
(1) State taxes in Alabama, Arkansas, Florida, Illinois, Indiana and Texas made up the majority (greater than 50
percent) of the tax effect in this category.
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The following table presents income taxes paid (in thousands):

Fiscal 2026 Fiscal 2025
Federal $ 5489 $ 2,750
Domestic state and local:
THLINOTS vttt ettt ettt e et e et e et e eteeeteeeeveeeaeeenteeeeneeenras 456 401
OhEr (D ettt 740 99
Domestic state and local subtotal............ccocvvivieiiiiiiiiiiiee e 1,196 500
Total iNCOME taXeS PAI ......eoveeeviieiietieieeete ettt $ 6,685 $ 3,250

(1) All other domestic state and local jurisdictions individually represented less than 5% and are aggregated into
"Other"

The Company’s tax returns may be subject to examination by the Internal Revenue Service for the fiscal years ended
March 31, 2023 through March 31, 2025. State and local returns may be subject to examination for fiscal years ended
March 31, 2022 through March 31, 2025.

Deferred income taxes are provided for temporary differences between the carrying amounts of assets and liabilities
for financial reporting purposes and the amounts used for income tax purposes. Significant components of the Company’s
consolidated deferred tax assets (liabilities) are as follows (in thousands):

March 31,
2026 2025

Deferred tax liabilities:

DIEPIECIALION ..vvvveeviieeietiieet ettt ettt ettt sse st ere s ese s beseesesseseesesessesesseneess $ (8,021) $ (6,199)

Unrealized gain - mark to market derivatives ..........c.ccoooeereeiieenieneeeeeee, — (87)
Total deferred tax HabIlIties ........cccveerieeiiieie et (8,021) (6,286)
Deferred tax assets:

Inventory capitaliZation...........cceceveieeieeriieiieie ettt 832 537

Interest expense IMItAtioN ..........cccvvevvieriieiieieieece ettt e — 140

Postretirement benefits other than pensions..............ccccevevvevieciiecieeveeeeeseenens 24 29

Restricted Stock COMPENSAtION .........ccvvervierieeieiieiierie ettt 163 23

Unrealized loss - mark to market derivatives.........occeveeevieriereeniieiesieeieiens 68 —

OLRET ettt ettt sttt 173 79
Total deferred taX @SSELS .....cvvviiiereiieiieeee e e et e et e e e e e eeraeeesenaeeeeennes 1,260 808
Net deferred tax lHability.........cocveieieieiiiiieiceeeec ettt $ (6,761) $ (5,478)
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11. RETIREMENT PLAN

The Company maintains the Friedman Industries, Inc. Employees’ Retirement and 401(k) Plan (the “Plan”). Employees
fully vest in the Plan upon six years of service.

Employees may elect to participate in the 401(k) portion of the Plan. Employees are eligible to participate in the Plan
when the employee has completed sixty calendar days of service. Under the Plan, participating employees may defer a portion
of their earnings up to certain limits prescribed by the Internal Revenue Service. The Company provides matching
contributions under the provisions of the Plan. Contribution expense related to the 401(k) portion of the Plan was
approximately $0.7 million and $0.5 million for the years ended March 31, 2026 and 2025, respectively.

The retirement portion of the Plan covers substantially all employees, including officers. Any contributions
are determined at the discretion of the Board of Directors in an amount not to exceed 15% of the total compensation paid
during the year to all eligible employees. The Company did not make a contribution to the retirement portion of the Plan in
fiscal 2026 or fiscal 2025. Contributions, plan earnings and forfeitures of non-vested accounts of terminated participants are
allocated to the remaining individual accounts determined by a point schedule based on years of employment with the
Company.

12. INDUSTRY SEGMENT DATA

The Company is engaged in the metals processing, pipe manufacturing, and metals and pipe distribution business.
Within the Company, there are two product groups: flat-roll and tubular. The Company’s flat-roll operations consist primarily
of converting carbon steel, stainless steel and aluminum flat-roll products into sheet, plate or slit coil. Through its tubular
operations, the Company purchases, processes, manufactures and markets tubular products. An immaterial amount of flat-
roll segment revenue is generated by sales to foreign countries. All of the tubular segment's revenue is generated by sales
within the United States.

Segment results are reviewed regularly by the Company’s Chief Operating Decision Makers (“CODMSs”). The
Company’s CODMs are comprised of the Chief Executive Officer and the Chief Financial Officer. The CODMs assess
segment performance and allocate resources based on a number of factors with the most emphasis placed on earnings from
operations.
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The following is a summary of significant financial information relating to the product groups (in thousands):

NEt SalES...cveeeeeiieiiiierrcee e
Cost and expenses:

Cost of materials SOld.........ccoccereeriirieieiieeeeeee
Processing and warechousing expense............c.occveeveennen.
Delivery eXPense......ccecvierieerieerieenieeniieeneeeieeeneneenens
Commercial EXPENSE ......ccveerveerrrerreeireeereeeireesrieenneens
Depreciation and amortization ............ccceeeveevervenreennens
General corporate EXpenses.........coerueeueeeeeeuerienienennens

EARNINGS (LOSS) FROM OPERATIONS.:.......

Fair value adjustment of contingent consideration...............
Gain on economic hedges of risK ........ccovvevvvrciirciinienienne,
INterest EXPENSE .....ceiivuviiiiiiieiiiiee et
Other INCOME (EXPENSE) ...vevvvevrerienrerrreriierieereereeereeeeeseeenes

TOTAL EARNINGS BEFORE INCOME

Nt SaLES...ceeeeieiieeee e
Cost and expenses:

Cost of materials SOld........c.cceceeveeniinenininincieceiee
Processing and warchousing expense...........ccoocvevvveenne
DeliVery EXPenSe.......cccveeeeeeieniieeeeieeeeeeesieenreesseeeesnnas
Commercial EXPense ........cccveevereeriereereeieeeieseenieeeens
Depreciation and amortization ...........c.cceceeeverereeeenee.
General corporate eXpenses. .......coeeveeveeeerreenueeneeeeeneens

Gain (loss) on disposal of property, plant and equipment....

EARNINGS (LOSS) FROM OPERATIONS:.......

Gain on economic hedges of risK ........cccceevvriiiiinieniee
INtErest EXPENSE ... .veeeeieiiiiiieeiiieeceece e
Other INCOME.......ccueviiririiririeicceeseereee e

TOTAL EARNINGS BEFORE INCOME

IDENTIFIABLE ASSETS:

F1at-TOIl ..o
TUDUIAT ..o

General corporate assets .......eevveervveerveerveesveerveenneens
TOTAL ASSETS ..ot

CAPITAL EXPENDITURES:

FLat-roll ..o
TubUlAr ..o
Corporate and other ...........ccceeeveevieiieieciereeeee e,

TOTAL CAPITAL EXPENDITURES ..............

For the Twelve Months Ended March 31, 2026

Flat-roll Tubular Other Total
$ 596,130 $ 50,783 $ — 3 646,913
483,904 34,792 — 518,696
33,066 8,656 — 41,722
27,712 686 — 28,398
12,422 837 — 13,259
3,374 237 213 3,824
— — 15,363 15,363
560,478 45,208 15,576 621,262
35,652 5,575 (15,576) 25,651
1,420
3,412
(4,104)
()
5 26372
For the Twelve Months Ended March 31, 2025
Flat-roll Tubular Other Total
$ 404,644 $ 39,956 $ — 3 444,600
334,426 31,222 — 365,648
24,544 8,933 — 33,477
22,563 665 — 23,228
6,301 755 — 7,056
2,869 304 118 3,291
— — 9,115 9,115
390,703 41,879 9,233 441,815
(222) 480 — 258
13,719 (1,443) (9,233) 3,043
7,598
(2,953)
5
$ 7,693
Year Ended March 31,
2026 2025
$ 301,528 $ 204,890
28,822 16,792
330,350 221,682
6,460 5,140
$ 336,810 $ 226,822
$ 6,150 $ 3,823
1,011 179
$ 7,161 $ 4,002
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General corporate expenses reflect general and administrative expenses not directly associated with segment
operations and consist primarily of payroll expenses related to corporate functions, professional fees and services, retirement
plan contribution expense, corporate insurance expenses, restricted stock plan compensation expense and office supplies. At
March 31, 2026 and 2025, corporate assets consisted primarily of cash, restricted cash, leased administrative office right-of-
use assets, unamortized debt issuance costs and the cash value of officers’ life insurance. Although inventory is transferred
at cost between product groups, there are no sales between product groups.

13. REVENUE

Revenue is generated primarily from contracts to manufacture or process metal products. Most of the Company’s
revenue is generated by sales of material out of the Company’s inventory but a portion of the Company’s revenue is derived
from processing or storage of customer owned material. Generally, the Company’s performance obligations are satisfied,
control of our products is transferred, and revenue is recognized at a single point in time, when title transfers to our customer
for product shipped or when services are provided. Revenues are recorded net of any sales incentives. Shipping and other
transportation costs charged to customers are treated as fulfillment activities and are recorded in both revenue and cost of
sales at the time control is transferred to the customer. Costs related to obtaining sales contracts are incidental and expensed
when incurred. Because customers are invoiced at the time title transfers and the Company’s rights to consideration are
unconditional at that time, the Company does not maintain contract asset balances. Additionally, the Company does not
maintain contract liability balances, as performance obligations are satisfied prior to customer payment for product. The
Company offers industry standard payment terms.

The Company has two reportable segments: Flat-Roll and Tubular. Flat-roll primarily generates revenue from cutting
to length or slitting flat-roll metals. Flat-roll segment revenue consists of two product types: Company Owned Flat-Roll
Products and Processing or Storage of Customer Owned Coil. Tubular primarily generates revenue from selling steel pipe it
has manufactured resulting in a single product type: Manufactured Pipe.

The following table disaggregates our revenue by product for each of our reportable business segments for the fiscal
years ended March 31, 2026 and 2025, respectively (in thousands):

Fiscal Year Ended March 31,

2026 2025
Flat-Roll Segment:
Company Owned Flat-RoIl Products...........ccceeveiivivieriiiiieicieeeeeceeeeeeveeee e $ 590,956 $ 399,853
Processing or Storage of Customer Owned Coil ...........cccoevvevienieniecinieiieseee 5,174 4,791
$ 596,130 $ 404,644
Tubular Segment:
ManUFACtUIEd PIPE ..c.vovevieieeieeeeeeee ettt ettt ettt $ 50,783 $ 39,956
$ 50,783 $ 39,956
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SCHEDULE II — VALUATION AND QUALIFYING ACCOUNTS
FRIEDMAN INDUSTRIES, INCORPORATED
(In thousands)

Description Balance at
Beginning Balance at
of Period Additions (A) Deductions (B)  End of Period

Year ended March 31, 2026
Allowance for credit losses
(deducted from related asset account)..... $ 147 $ 279 — $ 426

Year ended March 31, 2025
Allowance for credit losses
(deducted from related asset account)..... $ 97 $ 50 — $ 147

(A) Additions consist of charges to bad debt expense of approximately $279 and $50 in fiscal 2026 and fiscal 2025,
respectively.
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REPORT OF INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM

To the Shareholders and the Board of Directors of
Friedman Industries, Incorporated

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of Friedman Industries, Incorporated and subsidiary (the
Company) as of March 31, 2026 and 2025, the related consolidated statements of operations, stockholders’ equity and cash
flows for the years then ended, and the related notes and schedule (collectively referred to as the “consolidated financial
statements”). In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated
financial position of the Company as of March 31, 2026 and 2025, and the consolidated results of its operations and its cash
flows for the years then ended, in conformity with accounting principles generally accepted in the United States of America.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States)
(PCAOB), the Company’s internal control over financial reporting as of March 31, 2026, based on criteria established in
Internal Control - Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway
Commission and our report dated June 11, 2026, expressed an unqualified opinion on the Company’s internal control over
financial reporting.

Basis for Opinion

These consolidated financial statements are the responsibility of the Company’s management. Our responsibility is to
express an opinion on the Company’s consolidated financial statements based on our audits. We are a public accounting
firm registered with the PCAOB and are required to be independent with respect to the Company in accordance with the
U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the
PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the consolidated financial statements are free of material
misstatement, whether due to error or fraud. Our audits included performing procedures to assess the risks of material
misstatement of the consolidated financial statements, whether due to error or fraud, and performing procedures to respond
to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the
consolidated financial statements. Our audits also included evaluating the accounting principles used and significant
estimates made by management, as well as evaluating the overall presentation of the consolidated financial statements. We
believe that our audits provide a reasonable basis for our opinion.

Critical Audit Matters

Critical audit matters are matters arising from the current period audit of the consolidated financial statements that were
communicated or required to be communicated to the audit committee and that: (1) relate to accounts or disclosures that
are material to the financial statements and (2) involved our especially challenging, subjective, or complex judgments. We
determined that there are no critical audit matters.

/s/ Baker Tilly US, LLP

Houston, Texas
June 11, 2026

We have served as the Company’s auditor since 2017.
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REPORT OF INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM

To the Shareholders and the Board of Directors of
Friedman Industries, Incorporated

Opinion on Internal Control over Financial Reporting

We have audited Friedman Industries, Incorporated’s (the Company) internal control over financial reporting as of March
31, 2026, based on criteria established in Internal Control - Integrated Framework (2013) issued by the Committee of
Sponsoring Organizations of the Treadway Commission (COSO). In our opinion, the Company maintained, in all material
respects, effective internal control over financial reporting as of March 31, 2026, based on criteria established in Internal
Control - Integrated Framework (2013) issued by COSO.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States)
(PCAOB), the consolidated balance sheets of Friedman Industries, Incorporated as of March 31, 2026 and 2025, the related
consolidated statements of operations, stockholders’ equity, and cash flows for the years then ended, and the related notes
and schedule (collectively referred to as the “consolidated financial statements”) and our report dated June 11, 2026,
expressed an unqualified opinion on those consolidated financial statements.

Basis for Opinion

The Company’s management is responsible for maintaining effective internal control over financial reporting and for its
assessment of the effectiveness of internal control over financial reporting, included in the accompanying Management’s
Report on Internal Control over Financial Reporting. Our responsibility is to express an opinion on the Company’s internal
control over financial reporting based on our audit. We are a public accounting firm registered with the PCAOB and are
required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the
applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether effective internal control over financial reporting was maintained in
all material respects. Our audit included obtaining an understanding of internal control over financial reporting, assessing
the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness of internal control
based on the assessed risk. Our audit also included performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion.

As discussed in Management’s Report on Internal Control Over Financial Reporting, on August 29, 2025, the Company
acquired Century Metals & Supplies, Inc. For the purposes of assessing internal control over financial reporting,
management excluded Century Metals & Supplies, Inc., whose financial statements constitute 18% of the Company’s
consolidated total assets and 10% of consolidated net sales as of and for the year ended March 31, 2026. Accordingly, our
audit did not include the internal control over financial reporting of Century Metals & Supplies, Inc.

Definition and Limitations of Internal Control Over Financial Reporting

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles. A company’s internal control over financial reporting includes those policies and
procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded
as necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and
that receipts and expenditures of the company are being made only in accordance with authorizations of management and
directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

/s/ Baker Tilly US, LLP

Houston, Texas
June 11, 2026
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EVALUATION OF DISCLOSURE CONTROLS AND PROCEDURES

We have established disclosure controls and procedures designed to ensure that material information required to be
disclosed in our reports filed under the Exchange Act is recorded, processed, summarized and reported within the time periods
specified by the SEC and that any material information relating to us is recorded, processed, summarized and reported to our
management, including our Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions
regarding required disclosures. In designing and evaluating our disclosure controls and procedures, our management
recognizes that controls and procedures, no matter how well designed and operated, can provide only reasonable assurance
of achieving desired control objectives. In reaching a reasonable level of assurance, our management necessarily was required
to apply its judgment in evaluating the cost-benefit relationship of possible controls and procedures. As required by Rule 13a-
15(b) under the Exchange Act, we have evaluated, under the supervision and with the participation of our management,
including our Chief Executive Officer and Chief Financial Officer, the effectiveness of the design and operation of our
disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) as of the end of the
period covered by this Annual Report. Based on this evaluation, the Company’s Chief Executive Officer and Chief Financial
Officer have concluded the Company’s disclosure controls and procedures were effective as of the evaluation date.

MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Our management is responsible for establishing and maintaining adequate internal control over financial reporting, as
defined in the Exchange Act. Internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of our financial reporting and the preparation of financial statements for external reporting purposes
in accordance with generally accepted accounting principles in the United States ("GAAP").

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with policies or procedures may deteriorate.

During fiscal 2026, the Company acquired Century Metals & Supplies, Inc. ("Century"). Management excluded Century
from its assessment of the effectiveness of the Company's internal control over financial reporting as of March 31, 2026. This
exclusion is in accordance with guidance issued by the Securities and Exchange Commission that permits an issuer to omit
an assessment of an acquired business's internal control over financial reporting from management's assessment in the year
of acquisition. Century represented approximately 18% of the Company's total assets and approximately 10% of the
Company's total revenues included in the Company's consolidated financial statements as of and for the year ended March
31, 2026.

Our management conducted an evaluation, under the supervision and with the participation of our Chief Executive
Officer and Chief Financial Officer, of the effectiveness of our internal control over financial reporting based on the
framework set forth in Internal Control—Integrated Framework (2013) issued by the Committee of Sponsoring Organizations
of the Treadway Commission ("COSO"). Based on this evaluation, and excluding the internal control over financial reporting
of Century as described above, our management concluded that the Company's internal control over financial reporting was
effective as of March 31, 2026.

Changes in Internal Control over Financial Reporting

On August 29, 2025, the Company acquired Century Metals & Supplies, Inc. As a result of the acquisition, the Company
is in the process of integrating Century's operations, processes, and internal controls into the Company's overall internal
control over financial reporting framework. Other than activities related to the integration of Century, there were no changes
in the Company's internal control over financial reporting during the fiscal quarter ended March 31, 2026 that materially
affected, or are reasonably likely to materially affect, the Company's internal control over financial reporting.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

COMPANY OVERVIEW

Friedman Industries, Incorporated is a manufacturer and processor of metals and operates in two reportable segments:
flat-roll products and tubular products.

The flat-roll product segment consists of flat-roll processing facilities located in Hickman, Arkansas; Decatur,
Alabama; Miami, Florida; East Chicago, Indiana; Granite City, Illinois and Sinton, Texas and a flat-roll distribution facility
located in Orlando, Florida. The Hickman, Granite City and East Chicago facilities operate temper mills and cut-to-length
lines. The Decatur and Sinton facilities operate stretcher leveler cut-to-length lines. The Miami facility operates a corrective
leveling cut-to-length line and a coil slitting line. The processing equipment improves the quality of the material and cuts the
material into sheet, plate or slit coil. On a combined basis, the facilities are capable of cutting sheet and plate with thicknesses
ranging from 30 gauge to 1” thick in widths ranging from 11 wide to 96” wide. The flat-roll segment is able to produce slit
coil with thickness ranging from 32 gauge to 10 gauge in widths ranging from 1/2" wide to 60" wide. The Granite City facility
also operates a fiber laser which further processes flat-roll sheet and plate into customer parts. The vast majority of flat-roll
product segment revenue is generated from sales of Company owned inventory but the segment also generates revenue from
the processing or storage of customer owned material on a fee basis.

The tubular product segment consists of the Company’s Texas Tubular Products division (“TTP”) located in Lone Star,
Texas. TTP operates two electric resistance welded pipe mills with a combined outside diameter (“OD”) size range of 2 3/8”
OD to 8 5/8” OD. Both pipe mills are American Petroleum Institute (“API”) licensed to manufacture line pipe and oil country
pipe and also manufacture pipe for structural purposes that meets other recognized industry standards. All of the tubular
segment's revenue is generated from sales of Company owned inventory.

RESULTS OF OPERATIONS

Year ended March 31, 2026 compared to year ended March 31, 2025

During the year ended March 31, 2026 ("fiscal 2026"), sales, costs of materials sold and adjusted gross profit increased
approximately $202.3 million, $153.0 million and $49.3 million, respectively, from the comparable amounts recorded during
the year ended March 31, 2025 (“fiscal 2025”). Adjusted gross profit is a non-GAAP measure calculated as sales minus cost
of materials sold. The increase in sales was primarily related to a combination of increased sales volume and higher average
selling prices. Sales volume for fiscal 2026 consisted of approximately 628,000 tons from inventory and another 78,000 tons
of toll processing customer owned material compared to fiscal 2025 volume consisting of approximately 503,000 tons from
inventory and 76,500 tons of toll processing. Same facility year-over-year growth accounted for approximately 100,500 tons
of the sales volume increase and the acquisition of Century Metals & Supplies contributed approximately
26,000 tons. Adjusted gross profit increased from approximately $79.0 million for fiscal 2025 to approximately
$128.2 million for fiscal 2026. Adjusted gross profit as a percentage of sales increased from approximately 17.8% in fiscal
2025 to approximately 19.8% in fiscal 2026.

Our operating results are significantly impacted by the market prices of the metals we purchase. Most of the Company's
revenue is generated from the processing of hot-rolled steel coil ("HRC") or derivative products from HRC. Entering fiscal
2026, HRC price had reached the top of a price cycle. Prices declined approximately 15% from April 2025 until October
2025 when prices increased approximately 28% by the end of fiscal 2026. As a result, the Company experienced stronger
margins at the start of fiscal 2026 which then tapered off until late in the third quarter when margins continually improved
through the remainder of fiscal 2026. Entering fiscal 2025, HRC prices were on a predominately declining trend dropping
approximately 40% from January 2024 through the middle of August 2024. Prices remained relatively stable at the bottom
of the price cycle until February 2025 with prices then increasing approximately 37% by the end of fiscal 2025. As a result,
the Company experienced compressed physical margins for the first three quarters of fiscal 2025 followed by margin
improvement in the fourth quarter. The Company utilizes HRC futures, options and swaps to partially manage exposure to
commodity price risk. The Company recognized hedging related gains of approximately $3.4 million in fiscal 2026 compared
to hedging related gains of approximately $7.6 million in fiscal 2025.
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Flat-Roll Segment

Flat-roll product segment sales for fiscal 2026 totaled approximately $596.1 million compared to approximately
$404.6 million for fiscal 2025. For a more complete understanding of the average selling prices of goods sold, it is helpful to
exclude any sales generated from processing or storage of customer owned material. Sales generated from processing or
storage of customer owned material totaled approximately $5.2 million for fiscal 2026 compared to approximately
$4.8 million for fiscal 2025. Sales generated from flat-roll segment inventory totaled approximately $590.9 million for fiscal
2026 compared to approximately $399.8 million for fiscal 2025. The average per ton selling price related to these shipments
increased from approximately $859 per ton in fiscal 2025 to approximately $1,008 per ton in fiscal 2026. Flat-roll segment
sales volume for fiscal 2026 consisted of approximately 586,500 tons from inventory and another 78,000 tons of toll
processing customer owned material compared to fiscal 2025 volume consisting of approximately 465,500 tons from
inventory and 76,500 tons of toll processing. The increase in sales volume for fiscal 2026 was related to a combination of
stronger demand among some customers, successful commercial efforts to increase capacity utilization and the acquisition
of Century. The flat-roll segment recorded earnings from operations of approximately $34.0 million and $13.7 million in
fiscal 2026 and fiscal 2025, respectively.

The Company’s flat-roll segment purchases its inventory from a limited number of suppliers. Loss of any of these
suppliers could have a material adverse effect on the Company’s business.

Tubular Segment

Tubular product segment sales for fiscal 2026 totaled approximately $50.8 million compared to approximately
$40.0 million for fiscal 2025. Sales increased primarily due to an increasein the average selling price per ton,
accompanied by an increase in the volume sold. The average per ton selling price increased from approximately $1,059 per
ton for fiscal 2025 to approximately $1,225 per ton for fiscal 2026. Tons sold increased from approximately 37,500 tons in
fiscal 2025 to approximately 41,500 tons in fiscal 2026. Tubular segment operations recorded earnings from operations of
approximately $5.6 million for fiscal 2026 compared to a loss from operations of approximately $1.4 million in fiscal 2025.

The tubular segment purchases its inventory from a limited number of suppliers. Loss of any of these suppliers could
have a material adverse effect on the Company’s business.

Selling, General and Administrative Costs

During fiscal 2026, selling, general and administrative costs increased approximately $12.4 million compared to fiscal
2025. This increase was driven by profit-based and volume-based incentive compensation being approximately $6.6 million
higher for fiscal 2026 combined with $1.3 million of one-time, non-recurring transaction costs associated with the acquisition
of Century and $3.0 million of additional ongoing expenses related to the operation of Century. The remaining increase was
primarily attributable to an increase in personnel to support sales growth and execution of our strategic initiatives.

Income Taxes
Income taxes increased from a provision for fiscal 2025 of approximately $1.6 million to a provision for fiscal 2026 of

approximately $6.8 million. This increase was related primarily to higher earnings before tax for fiscal 2026 compared to
fiscal 2025.
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Non-GAAP Information

The non-GAAP measure adjusted gross profit is used in this Management's Discussion and Analysis. Adjusted gross
profit is calculated as sales minus cost of materials sold. Cost of materials sold is a discrete line on our statements of operations
and represents the cost associated with purchased metals, inbound freight, transfer freight and certain external processing
costs. To provide financial statement users with a better understanding of the Company's expenses, cost of sales is
disaggregated on our statements of operations into the line items cost of materials sold, processing and warehousing expense,
delivery expense and depreciation and amortization. The Company believes adjusted gross profit is a meaningful measure
because our cost structure and operating results are significantly impacted by the fluctuating costs associated with the metals
we purchase.

The following table reconciles the GAAP measure for gross profit to the non-GAAP measure adjusted gross profit (in
thousands):

March 31,
2026 2025
Gross profit (GAAP MEASUIE) ........ecveerriiereiieietiiteeetestetetessesetesseseesessessesessessesens $ 54,273 $ 18,956
Processing and warehouSing eXpense........ccceerueeruerieerierienieeneeee e 41,722 33,477
DElIVETY EXPEIISE ...veiuvieerieeiieeeietiesteeteereeeeesteesteeseesseeseesreesseeseesseessesssesssesseesseeseennes 28,398 23,228
Depreciation and amortiZation ...........c.eeeveercueerieeniieenreenieeneeeseeeseeeesreesseeessneensees 3,824 3,291
Adjusted gross profit (non-GAAP measure presented) .........cceeveeveeeeieenneenennnenne. $ 128,217 § 78,952

FINANCIAL CONDITION, LIQUIDITY AND SOURCES OF CAPITAL

The Company's current ratio was 3.4 and 4.3 at March 31, 2026 and 2025, respectively. Working capital was
approximately $180.9 million at March 31, 2026 and $128.1 million at March 31, 2025.

During the year ended March 31, 2026, the Company maintained assets and liabilities at levels it believed were
commensurate with operations. Changes in balance sheet amounts occurred in the ordinary course of business and due to the
acquisition of Century Metals & Supplies resulting in notable increases to accounts receivable, inventory, fixed assets,
accounts payable and ABL facility debt. The Company expects to continue to monitor, evaluate and manage balance sheet
components depending on changes in market conditions and the Company’s operations.

The Company has a $140 million asset-based lending facility ("ABL Facility") led by JPMorgan Chase Bank, N.A with
Wells Fargo Bank, N.A. as a 40% syndicated participant. The ABL Facility matures on August 29, 2030 and is secured by
substantially all of the assets of the Company. The Company can elect borrowings on a floating rate basis or a term basis.
Floating rate borrowings accrue interest at a rate equal to the prime rate minus 1.45% per annum. Term rate borrowings
accrue interest at a rate equal to the SOFR rate applicable to the selected term plus 1.65% per annum. Availability of funds
under the ABL Facility is subject to a borrowing base calculation determined as the sum of (a) 90% of eligible accounts
receivable, plus (b) the product of 85% multiplied by the net orderly liquidating value percentage identified in the most recent
inventory appraisal multiplied by eligible inventory. The ABL Facility contains a springing financial covenant whereby the
financial covenant is only tested when availability falls below the greater of 10% of the revolving commitment or
$14.0 million. The financial covenant restricts the Company from allowing its fixed charge coverage ratio to be, as of the end
of any calendar month, less than 1.00 to 1.00 for the trailing twelve-month period then ending. The fixed charge coverage
ratio is calculated as the ratio of (a) EBITDA, as defined in the ABL Facility, minus unfinanced capital expenditures to (b)
cash interest expense plus scheduled principal payments on indebtedness plus taxes paid in cash plus restricted payments paid
in cash plus capital lease obligation payments plus cash contributions to any employee pension benefit plans. The ABL
Facility contains other representations and warranties and affirmative and negative covenants that are usual and customary.
If certain conditions precedent are satisfied, the ABL facility may be increased up to an aggregate of $60 million, in minimum
increments of $5 million. At March 31, 2026, the Company had a balance of approximately $92.6 million under the ABL
Facility with an applicable interest rate of 5.3%. At March 31, 2026, the Company's borrowing base supported full access
to the ABL Facility.

The Company believes that its current cash position along with cash flows from operations and borrowing capability
due to its financial position are adequate to fund its expected cash requirements for the next 12 months.
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HEDGING ACTIVITIES

The Company utilizes hot-rolled coil futures, options and swaps to manage price risk on unsold inventory and longer-
term fixed price sales agreements. The Company has elected hedge accounting for some of its hedging activities previously
but most recently the Company has classified its hedging activities as economic hedges of risk with mark-to-market ("MTM")
accounting treatment. Hedging decisions are intended to protect the value of the Company's inventory and produce more
consistent financial results over price cycles. The Company recognized gains related to economic hedges of risk of
approximately $3.4 million and $7.6 million during fiscal 2026 and fiscal 2025, respectively. With MTM accounting
treatment it is possible that hedging related gains or losses might be recognized in a different fiscal quarter or fiscal year than
the corresponding improvement or contraction in our physical margins. See Note 7 for additional information related to the
Company's hedging activities.

OFF-BALANCE SHEET ARRANGEMENTS
The Company has no off-balance sheet arrangements.
INFLATION

During fiscal 2026 and fiscal 2025, the Company believes that the general level of inflation did not have a material
effect on the Company's operations.

CRITICAL ACCOUNTING ESTIMATES

The preparation of financial statements in conformity with U.S. generally accepted accounting principles may require
management to make estimates and assumptions that affect the amounts reported in the consolidated financial statements and
accompanying notes. The determination of fair values related to the Century Metals & Supplies business combination
accounting involves significant estimates and judgements in the valuation process. Actual results could differ from any
estimates.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

From time to time, the Company may make certain statements that contain forward-looking information (as defined in
the Private Securities Litigation Reform Act of 1996, as amended) and that involve risk and uncertainty. Such statements
may include those risks disclosed in the Management’s Discussion and Analysis of Financial Condition and Results of
Operations section of this report. These forward-looking statements may include, but are not limited to, future changes in the
Company’s financial condition or results of operations, future production capacity, product quality and proposed expansion
plans. Forward-looking statements may be made by management orally or in writing including, but not limited to, this
Management’s Discussion and Analysis of Financial Condition and Results of Operations and other sections of the
Company’s filings with the SEC under the Securities Act of 1933, as amended, and the Securities Exchange Act of 1934, as
amended (the “Exchange Act”), including the Company’s Annual Report on Form 10-K and its other Quarterly Reports on
Form 10-Q. Forward-looking statements include those preceded by, followed by or including the words “will,” “expect,”
“intended,” “anticipated,” “believe,” “project,” “forecast,” “propose,” “plan,” “estimate,” “enable,” and similar expressions,
including, for example, statements about our business strategy, our industry, our future profitability, growth in the industry
sectors we serve, our expectations, beliefs, plans, strategies, objectives, prospects and assumptions, and estimates and
projections of future activity. These forward-looking statements are not guarantees of future performance. These statements
are based on management’s expectations that involve a number of business risks and uncertainties, any of which could cause
actual results to differ materially from those expressed in or implied by the forward-looking statements. Although forward-
looking statements reflect our current beliefs, reliance should not be placed on forward-looking statements because they
involve known and unknown risks, uncertainties and other factors, which may cause our actual results, performance or
achievements to differ materially from anticipated future results, performance or achievements expressed or implied by such
forward-looking statements. Actual results and trends in the future may differ materially depending on a variety of factors
including, but not limited to, changes in the demand for and prices of the Company’s products, changes in government policy
regarding steel, changes in the demand for steel and steel products in general and the Company’s success in executing its
internal operating plans, changes in and availability of raw materials, unplanned shutdowns of our production facilities due
to equipment failures or other issues, increased competition from alternative materials and risks concerning innovation, new
technologies, products and increasing customer requirements. Accordingly, undue reliance should not be placed on our
forward-looking statements. We undertake no obligation to publicly update or revise any forward-looking statement, whether
as a result of new information, future events, changed circumstances or otherwise, except to the extent law requires.
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