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ITEM 1.01. ENTRY INTO A MATERIAL DEFINITIVE AGREEMENT
On June 29, 2018, Synalloy Corporation, a Delaware corporation (“Synalloy”), and its subsidiaries entered into a First Amendment to Third Amended and Restated Loan
Agreement (the “Credit Agreement”) with Branch Banking and Trust Company (“BB&T”). The description of the Credit Agreement is set forth in Item 2.03 of this report and is
incorporated into this Item 1.01 by reference.

On June 29, 2018, Synalloy and Store Master Funding XII, LLC, a Delaware limited liability company and an affiliate of Store Capital Corporation (“Store”), entered into an
amendment to the Master Lease Agreement between the parties dated September 30, 2016 (the “Master Lease”), pursuant to which Synalloy will lease the Munhall, PA facility,
purchased by Store from Marcegaglia USA, Inc., a Pennsylvania corporation (“MUSA”) on June 29, 2018, for the remainder of the initial term of 20 years set forth in the
Master Lease, with two renewal options of ten years each. First year rent expense will be $860,000. The lease includes a rent escalator equal to the lesser of 1.25 times the
percentage increase in the Consumer Price Index since the previous increase or 2.00%. The lease also grants Synalloy an option to sell approximately 7.0 acres of excess land at
the Munhall, PA location and receive a corresponding reduction in rent based on the net proceeds of the sale using a capitalization rate of 8.60%. Synalloy will sublease the
Munhall, PA facility to its subsidiary, Bristol Metals, LLC, a Tennessee limited liability company (“Bristol Metals”).

On June 29, 2018, but with a closing effective date of July 1, 2018, Bristol Metals entered into an Asset Purchase Agreement (the “Galvanized APA”) with MUSA to purchase
MUSA’s galvanized tube operations located in Munhall, PA. The description of the Galvanized APA is set forth in Item 2.01 of this report and is incorporated into this Item
1.01 by reference.

On July 1, 2018, Bristol Metals entered into Amendment No. 2 to Asset Purchase Agreement (the “Amendment”) with MUSA to amend the Asset Purchase Agreement between
Bristol Metals and MUSA dated December 9, 2016, as amended on February 28, 2017 (together, the “Stainless APA”), to include Revenue (as defined in the Stainless APA)
generated by Bristol Metals from the amount, if any, of the sale of stainless steel squares, rectangles and rounds tubes for ornamental applications into the Earn Out Payment (as
defined in the Stainless APA) calculation, effective July 1, 2018 for the remainder of the Earn Out Period (as defined in the Stainless APA).

The descriptions of the agreements contained in this Current Report on Form 8-K are a summary and are qualified in their entirety by the terms of the agreements. The Company
will file the agreements referenced in this section with the U.S. Securities and Exchange Commission as an exhibit to its next Quarterly Report on Form 10-Q.

A copy of the press release announcing the execution of these agreements is attached as Exhibit 99.1 and is incorporated by reference herein.

 
ITEM 2.01. COMPLETION OF ACQUISITION OR DISPOSITION OF ASSETS
On July 1, 2018, pursuant to the terms and conditions of the Galvanized APA, Bristol Metals completed its purchase of MUSA’s galvanized tube operations in Munhall, PA (the
“Business”). The purchase price for the all-cash acquisition was approximately $10.0 million. MUSA will also receive quarterly earn-out payments for a period of four years
following closing. Actual payouts will equate to three percent (3%) of Bristol Metals’ revenue from the amount of galvanized tube sold.

Synalloy funded the acquisition with a draw against its recently closed $80.0 million asset based line of credit with BB&T.

Other than in respect to the transaction discussed above, there are no material relationships between the parties involved and the registrant or any of its affiliates, or any director
or officer of the registrant, or any associate of any such director or officer.

A copy of the press release announcing the closing of this transaction is attached as Exhibit 99.1 and is incorporated by reference herein.

 
ITEM 2.03. CREATION OF A DIRECT FINANCIAL OBLIGATION OR AN OBGLIATION UNDER AN OFF- BALANCE SHEET ARRANGEMENT OF A

REGISTRANT
On June 29, 2018, Synalloy and its subsidiaries, as borrowers, entered into the Credit Agreement with BB&T to refinance and increase its asset-based revolving line of credit
(the “Line”) from $65.0 million to $80.0 million. The Line will be used to finance the Marcegaglia galvanized acquisition, for working capital needs and as a source for funding
future acquisitions. The maturity date remains October 30, 2020.  Interest on the Line has been reduced by 20 basis points and is calculated using the One Month LIBOR Rate
(as defined in the Credit Agreement), plus 1.65%. Borrowings under the Line are limited to an amount equal to a Borrowing Base (as defined in the Credit Agreement)
calculation that includes eligible accounts receivable and inventory.
 



Pursuant to the Credit Agreement, Synalloy was required to pledge all of its tangible and intangible properties, including the stock and membership interests of its
subsidiaries.  Covenants under the Credit Agreement include maintaining a minimum fixed charge coverage ratio and a limitation on Synalloy’s maximum amount of capital
expenditures per year, which is in line with currently projected needs.  Management does not believe that these covenants and restrictions will have an adverse effect on its
operations.

The description of the Credit Agreement contained in this Current Report on Form 8-K is a summary and is qualified in its entirety by the terms of such agreement. The
Company will file the Credit Agreement with the U.S. Securities and Exchange Commission as an exhibit to its next Quarterly Report on Form 10-Q.

 
ITEM 9.01. FINANCIAL STATEMENTS AND EXHIBITS

(d) Exhibits

Exhibit Number Description of Exhibit
99.1 Press Release issued by Synalloy Corporation on July 2, 2018.



 

Exhibit Number Name
99 Press Release issued by Synalloy Corporation on July 2, 2018.
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Exhibit 99.1

Synalloy Corporation Closes on the Purchase of Marcegaglia USA's
Galvanized Tube Operations and Refinances its ABL from $65 million to $80 million

RICHMOND, Va., July 2, 2018 (GLOBE NEWSWIRE) -- Synalloy Corporation (Nasdaq: SYNL) today announced that its subsidiary Bristol Metals, LLC has closed on the
purchase of Marcegaglia USA’s galvanized tube operations.  The purchase price for the transaction of $10.0 million includes primarily the galvanized tube manufacturing
equipment and inventory assets of the business. Additionally, Store Capital has closed on the purchase of Marcegaglia USA’s facility in Munhall, PA, which is the facility
where Bristol Metals operates its stainless steel and galvanized tube operations in Pennsylvania. Synalloy has entered into a long-term lease agreement with Store Capital on
terms and conditions consistent with the master lease executed in 2016. Synalloy will sublease the Munhall, PA facility to Bristol Metals.

Synalloy also today announced the refinance and increase of its asset based (“ABL”) credit facility with its bank, Branch Banking and Trust Company (“BB&T”) from $65.0
million to $80.0 million. The ABL will be used to finance the Marcegaglia galvanized acquisition, for working capital needs and to fund future acquisitions.
 
“We expect the addition of this business to be as incrementally positive to Bristol Metals’ financial results as was our initial transaction with Marcegaglia,” said Craig C. Bram,
President and CEO of Synalloy Corporation. “We have identified numerous growth opportunities for both galvanized and ornamental stainless products and will be investing in
several capital projects to further enhance our throughput. By the end of 2018, revenue for the galvanized and ornamental stainless business is projected to be at an annual run
rate greater than $50 million,” said Bram. As to the increase in Synalloy’s credit facility, Bram further noted, “The continued strong performance of our company has provided
an opportunity to not only increase our borrowing capacity by $15.0 million, but to do so at a reduced interest rate.”

Kyle Pennington, President of Synalloy Metals, added the following, “Our sales team is very familiar with the end markets and customers for these product lines and they look
forward to taking this business to the next level. This is a natural product line extension for Bristol Metals.”

Synalloy Corporation (Nasdaq: SYNL) is a growth oriented company that engages in a number of diverse business activities including the production of stainless steel pipe,
galvanized tube, fiberglass and steel storage tanks and specialty chemicals and the master distribution of seamless carbon pipe and tubing. For more information about Synalloy
Corporation, please visit our web site at www.synalloy.com.

Forward-Looking Statements 

This press release includes and incorporates by reference "forward-looking statements" within the meaning of the federal securities laws. All statements that are not historical
facts are "forward-looking statements." The words "estimate," "project," "intend," "expect," "believe," "should," "anticipate," "hope," "optimistic," "plan," "outlook," "should,"
"could," "may" and similar expressions identify forward-looking statements. The forward-looking statements are subject to certain risks and uncertainties, including without
limitation those identified below, which could cause actual results to differ materially from historical results or those anticipated. Readers are cautioned not to place undue
reliance on these forward-looking statements. The following factors could cause actual results to differ materially from historical results or those anticipated: adverse economic
conditions; the impact of competitive products and pricing; product demand and acceptance risks; raw material and other increased costs; raw materials availability; employee
relations; ability to maintain workforce by hiring trained employees; labor efficiencies; customer delays or difficulties in the production of products; new fracking regulations; a
prolonged decrease in oil and nickel prices; unforeseen delays in completing the integrations of acquisitions; risks associated with mergers, acquisitions, dispositions and other
expansion activities; financial stability of our customers; environmental issues; unavailability of debt financing on acceptable terms and exposure to increased market interest
rate risk; inability to comply with covenants and ratios required by our debt financing arrangements; ability to weather an economic downturn; loss of consumer or investor
confidence and other risks detailed from time-to-time in the Company's Securities and Exchange Commission filings. The Company assumes no obligation to update the
information included in this release.

Contact: Dennis Loughran at (804) 822-3266


