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It is our mission to
produce products
and systems, for the
metal construction
iIndustry, of enduring
quality that enhance
the beauty, form
and function of
structures in which
people work, live, play,
learn, worship and
use for storage and
protection.

About the Names in our Annual Report

As you read through our Annual Report, you will notice small print across the bottom borders of
the pages. These are the names of nearly 4,000 NCI employees whose dedication, perseverance
and loyalty ensure our continued success. Though the print may be small, the contributions of our
exceptional people are enormous. We thank each and every one of them for making NCI the great
company that it is today.

Palmer Events Center < Austin, TX
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In thousands, except per share data

2001 2002 2003 2004 2005
Sales $ 954,877 $ 953,442 $ 898,150 $ 1,084,863 $ 1,130,066

Income before cumulative effect 16,535 b2 31,314 o 22,800 44 890 : 55,951
of change in accounting principle

Income per share before

cumulative effect of change in

accounting principle
Basic: 0.91 1.70 1.21 2.28 2.73
Diluted: 0.91 " 1.68 " 1.20 2.24° 2.68

Working capital 49,461 80,157 66,585 130,806 293,051
Total assets 838,812 721,265 713,160 786,426 990,219
Total debt 367,500 297,300 248,750 216,700 373,000
Stockholders’ equity ° $ 330,343 $ 303,459 $ 331,751 $ 401,177 $ 444,144

Average common shares 18,265 18,692 18,969 19,996 20,857

(Assuming dilution)

(1) Includes goodwill amortization of $12.2 million ($11.2 million after tax, or $0.61 per diluted share) in 2001. Goodwill is no longer amortized beginning in fiscal 2002
in accordance with the provisions of SFAS 142. Refer to Note 7 to the consolidated financial statements for additional information.

(2) Includes restructuring charge of $2.8 million ($1.8 million after tax, or $0.09 per diluted share) in 2001.

(3) Includes losses on debt refinancing of $1.2 million ($0.8 million after tax) and $9.9 million ($5.8 million after tax) in fiscal 2002 and fiscal 2004, respectively.

(4) During fiscal 2002, we recorded a transitional goodwill impairment loss as required per SFAS 142, which was reported as a cumulative effect of a change in accounting principle
in the amount of $65.1 million ($3.49 per diluted share). This resulted in a net loss of $33.8 million ($1.81 per diluted share).

(5) Historically, we have not paid dividends.

Certain disclosures in this Annual Report may be considered “forward-looking” statements. These are made pursuant to “safe
harbor” provisions of the Private Securities Litigation Reform Act of 1995. The information under the caption “Forward Looking
Statements” in Management’s Discussion and Analysis should be read in conjunction with such statements.
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3,800 Outstanding Employees
37 Excellent Manufacturing Facilities
6 Retail Stores

One Proud Company Providing
a Number of Possibilities

NCI Building Systems—the nation’s
leading manufacturer of metal
construction products and services.

etal Components (21)
Engineered Building Systems (7)
Metal Coil Coating (5)

Door Manufacturing (4)

NCI Metal Depots (Retail) (6)

Revenue by Division* Sales Income* Diluted Total Assets
Earnings
Per Share

METAL COIL
COATING

ENGINEERED
BUILDING
SYSTEMS

53%

CUMNIL%T'GAELNTS 2001 2002 2003 2004 2005 2001 2002¢ 2003 2004 2005 2001 2002¢ 2003 2004 2005 2001 2002 2003 2004 2005
*Third party sales *Income before cumulative effect of * Before cumulative effect of change in
change in accounting principle accounting principle
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ellow Shareholders & Friends:

e look back at NCI’s record-
breaking performance for fiscal
2005 with great appreciation.
We appreciate our employees, who
worked with such dedication in a difficult
environment and who demonstrated
such great compassion in response
to Hurricanes Katrina and Rita. We
appreciate our loyal customers, who value
our extraordinary focus on serving their
evolving needs with the best products,
people and technology. And we appreciate
our shareholders, who understand the
long-term opportunity NCI represents
as a result of our market leadership and
discipline, our strategic vision, and our
unyielding commitment to profitable
growth.
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Because of the contributions of these
and other NCI stakeholders, we continued
to outperform the industry in fiscal 2005.
In addition to achieving new records for
sales, earnings per diluted share and year-
end backlog, we significantly expanded
our customer base, produced outstanding
improvements in our workforce safety
metrics and enjoyed a 25 percent increase
in our stock price during the fiscal year to
its highest year-end level ever.

While pleased with these achieve-
ments, we are neither content with our
performance nor complacent about our
prospects for the future. As a result, during
fiscal 2005, we remained deeply engaged in
a wealth of initiatives designed to deliver
growth for our employees, customers and
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A.R. Ginn
Chairman & CEO

Norm Chambers
President & COO

shareholders in fiscal 2006 and beyond.

To foster and support the strongest
workforce in the industry, we have
continued to focus on sustaining a culture
of opportunity and personal growth for
our employees. This culture is based on
recruiting, training and cultivating the
best people and encouraging them to
continuously improve their qualifications
and expertise. During 2005, we introduced
an Educational Assistance Program to
support these goals by providing financial
aid for those employees working to obtain
job-related degrees. We also initiated
an Executive Education Leadership
Development Program at Rice University,
enhancing our ability to expand the skills
of both senior and middle management.
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This program is consistent with the
launch of our Succession Planning
initiative during the fiscal year, which
exposes internal opportunities by
formalizing the qualifications managers
and employees must meet to advance
their careers successfully.

In addition to formal development
opportunities, NCI employees are
challenged to excel in an environment
that encourages and rewards personal
responsibility. Rising to this challenge,
our employees consistently respond
with the confidence, commitment and
innovation that have kept us on the
cutting edge of product development;
that have created and sustained an
outstanding reputation for customized
customer service; and that have
constantly driven our operations toward
greater efficiency. This sense of personal
responsibility was further demonstrated
during 2005 by the generosity of our
employees’ in the wake of Hurricanes
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Katrina and Rita. Through uncounted
acts of selflessness, they provided vital
aid and support for those affected by the
storms, both through individual acts and
under company auspices. The power

of this response from a nationwide
organization of nearly 4,000 talented
and dedicated individuals reflects the
inherent potential of this company to
achieve its strategic objectives and drive
long-term profitable growth.

Another critical element of our
achieving this goal is our continuing
ability to embrace change and meet
the evolving needs of our existing and
potential customers. We are a proud,
“customer-centric” organization,
devoted to building strong customer
relationships by doing all we can to
make their jobs easier. The profile of
our company —including its industry
leading array of innovative products;
nationwide distribution; high quality,
low-cost manufacturing operations;
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integration of its metal coil coating,
metal components and engineered
building systems businesses with its
operations; and its strong financial
position —reflects our steadfast
determination to serve our customers.
Because their needs change constantly,
we have a constant opportunity to serve
our customers better through product
innovations and continuing investment.
For fiscal 2006, we are implementing
plans to improve all aspects of our
customer service. Of particular note are
our significant investments in information
technology designed to improve the
timeliness and quality of our products
and our customer service. Two major
information technology projects currently
underway are the implementation
of the Oracle 11i ERP system in our
metal coil coating operations and the
development of our proprietary software
to automate the design and detailing of
mid-sized buildings, which we expect
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will significantly increase efficiencies in
our engineered building systems business.
These state-of-the-art IT investments,
which are discussed in more detail in the
following pages, are expected to further
differentiate our ability to respond to

our customers’ needs, even as they also
produce substantial improvements in the
productivity of our operations.

By taking care of our customers’ needs
and developing the full potential of our
workforce, we also expect to succeed
in building long-term value for NCI
shareholders. Consistent with our history,
and recognizing the impact of national
economic cycles on our industry and
business, we remain committed to a long-
term focus on operating our business. As a
result, we seek to steadily strengthen our
market leadership through internal growth
and accretive acquisitions throughout
the economic cycle, while maintaining a
strong financial position. Through constant
incremental investment in growth, we
reduce the impact of economic volatility
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and remain prepared to take advantage of
growth opportunities related to building

our customer base, expanding our product
lines and extending our geographic reach.

Based on expectations for a stronger
industry environment for fiscal 2006,
we expect to achieve further profitable
growth for the year. Beyond fiscal 2006,
we believe we are well positioned to
continue outperforming an industry
that has promising long-term dynamics.
Through accretive acquisitions and organic
growth, we expect to drive additional
sales and earnings growth to significantly
increase the value of the company in
the foreseeable future. We also expect to
complement this top-line growth with
margin expansion through both rising
economies of scale and increased
operating efficiencies.

Our confidence in our near and long-
term development reflects our confidence
in NCI's proven business model and
the employees that implement it on a
daily basis. We thank all the company’s
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employees for their outstanding
performance and for the strength

of their commitment to NCI and its
customers. In addition, we wish to
recognize and thank the Board of
Directors for the integrity and dedi-
cation with which they represent
our company. In closing, we also
thank you, our fellow shareholders,
for the ongoing support provided by
your investment in NCI.

Sincerely,

A.R. Ginn
Chairman and Chief Executive Officer

Norman C. Chambers
President and Chief Operating Officer
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One Company, Many Offerings

CI Building Systems is one great
company comprised of many
distinctive offerings. We are proud
to present customers across the nation,
and around the world, with a multitude of
options for bringing their vision of the ideal
structure to life.

Our broad range of metal building
solutions can be found in all facets of the
community. From picturesque small-town
churches to urban office environments, our
family of products supports a vast array of
individuals, businesses and organizations.
We provide a number of possibilities for
customers to build and grow —making the
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decision to select a resourceful supplier an
easy choice.

NCI’s unified operations seamlessly
integrate three related corporate segments:
metal coil coating, metal components and
engineered building systems. The strength
of our combined divisions, coupled with our
people, products and intellectual capital,
distinguish us as a leader of the metal
construction industry.

Clear direction and an unyielding
commitment to customer satisfaction
enable our companies to add value in a
way that greatly differentiates NCI from
its competitors. At the same time, our solid
growth strategy and ongoing management
initiatives serve to define us as a company
of unlimited opportunities, while ensuring
our continued prosperity.

NCI is made up of three distinctive,

yet related divisions that are integrated
unlike any other in the industry. All of our
companies, products and people fall under
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the business segments of metal coil coating,
metal components and engineered building
systems.

Our products begin as raw steel, which
is slit, coated and painted at our metal
coil coating division. At least 50 percent
of these core products are then used by
our metal components and engineered
building systems divisions to create a
wide range of products and systems. The
metal components group converts painted
materials into metal roof and wall panels
and structural parts, while our engineered
building systems group develops
customized building systems to support
churches, warehouses, shopping centers and
structures of every type.

Each of our business segments competes
individually in its sector. When one NCI
division is successful, it positively impacts
the performance of its sister organizations.
As a result of our corporate structure, one
division’s marketplace gain ultimately
extends to and benefits all others. It is
this integrated dynamic, coupled with the
speed and service by which we deliver
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our products, that sets us apart from
competitors. Each group supports the other,
resulting in a strong, single entity that is
able to serve a diverse array of customers—
giving both our company and our customers
a sizable advantage in the marketplace.

Our company is wholeheartedly dedicated
to providing the utmost in service to our
customers. This commitment is illustrated
through our accountability in meeting
customer needs and the value-added
products we provide. From contractors
and architects to erectors and component/
building suppliers, many groups count on the
reliability and quality that NCI has built its
reputation on.

The breadth and depth of our product
lines and strong service offerings enable us to
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cater to customers in the manner they wish
to be served. We also operate our business
under the realization that the marketplace

is constantly changing. For this reason, we
remain sensitive to the evolving demands of
our customers, always seeking to create new
solutions and identify opportunities to make
our business run more smoothly for their
benefit.

Customers who depend on NCI recognize
that our behavior is consistent with our
vision for the future. Our company is about
winning, success and leadership, consistently
and unequivocally. Simply put, when it
comes to our customers, sacrificing quality
is never an option —and improving our
business is a certainty. We interact with
customers in a way that clearly focuses on

their success, rather than just our profitability.

The end-result is the establishment of
mutually beneficial relationships that last.
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The people of NCI recognize the
importance of embracing technology to
enhance productivity. This is especially
true for 2005, an unprecedented year

in terms of technological advances. We
have made exceptional progress on the
Information Technology (IT) front and in
the development of customer-oriented
software tools.

One of our most significant technology
investments of 2005 includes the
introduction of the Oracle 11i Program.
This Enterprise Resource Planning system
will further enhance the opportunities
presented with our integrated business
model by unifying key functions utilized
throughout our companies. Integrating
database management, data warehousing,
accounting and manufacturing functions
across all departments will result in
improved efficiency throughout the entire
corporation. Initial implementation at our
metal coil coating division has proven to
be extremely effective, and we intend to
introduce the system throughout the entire
company.

Another large initiative in develop-
ment is our customer-driven pricing and
ordering system, which is being developed
in-house and is expected to significantly
reduce the cycle time for completing
engineered building systems division
procedures. Once complete, our new
application will make development and
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delivery of buildings not only faster but also
easier and with the highest level of accuracy.
This proprietary software will combine such
features as design, estimating, detailing,
permit and installation documentation,
and will generate manufacturing bills of
materials. In addition, customers will have
the ability to preview a graphic detail
of the specified building, giving them a
sophisticated sales tool to illustrate the
structure’s appearance for the end-user.

In 2005, NCI also concentrated on lever-
aging the benefits of our Steelbuilding.com
technology in order to help us better serve the
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smaller buildings market. We have replicated
the existing online purchasing program
allowing customers to specify, estimate and
buy online and introduced it into our Metal
Depots retail stores. Now, customers are
able to easily order and price buildings at
one of our Metal Depot outlets or over the
internet from their home or office.

These are merely a few of the technology
investments that reinforce our organic
growth strategy. We will continue to
engage new technologies to build upon
and improve our infrastructure, making it
more efficient and adaptable to emerging
industry advances, customer demands and
business applications.

At NCI, we have always considered

our people to be our greatest asset. The

combined strength of our leaders, employees

and shareholders empowers our company

to realize its full potential year after year.

Throughout the company, our employees

share such traits as integrity, pride and

teamwork. Since NCI's founding in 1984,

we have worked diligently to establish a

spirit of cooperation, a characteristic that is

consistently exemplified by our employees’

positive attitudes and likeminded actions.
Over the years, we have been increasingly

attentive to expanding the qualifications

and depth of knowledge provided by

our personnel through ongoing training

and professional development initiatives.
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Custom programs of study, including
our newly initiated Executive Education
Leadership Development Program

at Rice University, serve to enhance

the performance of our people while
strengthening their capabilities in all
aspects of business.

Our company leaders practice a hands-
on approach that is far more involved than
that of traditional corporations. Many of
our senior executives began their careers
on the shop floor of our plants, giving them
insights that have inspired remarkable
degrees of performance. In recent times,
we further enhanced our leadership
capacity by broadening the expertise of our
management team. We have accomplished
this by recruiting experts in the disciplines
of finance, technology and operations,
effectively amplifying the diversity and
aptitude of our organization.

In the past year, NCI launched its
Succession Planning initiative to instill a
program of internal growth, performance
and accountability. The plan outlines the
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goals, proficiencies and processes that shareholders together comprise a company manufactured and delivered through strong

managers and employees must excel at of unlimited possibilities, while strong brands that serve customers throughout

in order to be successful, and clearly executive leadership results in the astute the Americas and around the world. At
articulates the Critical Success Factors financial and operational management of NCI, we are proud to provide the means to
to direct us in all endeavors. Qualities the organization. bring each customer’s vision to life. With
encompassing collaboration, customer- A true testament to our leadership is our exceptional product line and broad
orientation and strategic planning are the unparalleled line of quality products reach, we give customers of every type the
emphasized as a means of fulfilling we produce. Our offerings contribute freedom to choose what they want, and the
organizational objectives in the way of to the creation of enduring structures, power to build.

quality assurance, professional develop-
ment and long-term goal alignment.
Lastly, we owe a debt of gratitude
to the shareholders who loyally stand
by our decisions and support our
organization. Their confidence in NCI is
of vital importance in our mission to grow
and enhance our business. In 2005, we
restructured our Investor Relations
Program to more clearly communicate
the unique benefits of NCI to the invest-
ment community. At the same time, we
upheld our practice of frequent and open
communication with all stakeholders
in our company. We enthusiastically
look forward to meeting or surpassing
shareholder expectations as we head
towards a stronger future together.

NCI Building Systems is one of the nation’s
largest integrated manufacturer of metal
construction products and services —and
there is good reason for that. From the
beginning, NCI has been dedicated to
fostering a culture of opportunity and
growth. Our employees, customers and

2005 Operations Committee
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At NCI, we know that one good employee
can make a world of difference. So

we make every effort to recruit, train
and cultivate the best people the
industry has to offer. We are constantly
building on our strong foundation of
industry professionals by bringing in
leaders and employees that add many
different talents and contributions to
the table. Today, NCI’s workforce has
grown to include nearly 4,000 men and
women dedicated to heightening our
effectiveness, day in and day out.

Across all divisions, our people share
the characteristics of integrity, loyalty
and pride in performance. Our collective
attitude is one that is consistent with
succeeding in every respect. Employees
are aligned with our greater goals

and united in our mission to exceed
customer expectations.

Our company is pleased to provide its
employees with many opportunities for
professional growth. In 2005, our Board
of Directors approved an Educational
Assistance Program to financially aid
those who participate in coursework
and acquire job-related degrees. And
our continuing education programs
provide individual employees access
to seminars, classes and training
programs for career enrichment. All of
these programs are a reflection of our
belief that broadening the education,
experience and insights of employees
will ensure our continued success.
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Helping People Serve People

ppealing building solutions

are necessary when it comes to

attracting customers. That is why
NClI is pleased to serve the commercial
building market with products and
services that embrace the qualities of
beauty, form and function.

NCI’'s metal components and

engineered buildings divisions provide
a premier selection of aesthetically
pleasing building options that contribute
to the construction of numerous
commercial facilities. Our durable
structures encompass retail centers,
storefronts, offices, hotels and automotive
dealerships. We have witnessed a steady
increase in demand for metal products in
the commercial arena, as more customers
become aware of the many benefits
provided by a steel solution.

Contrary to traditional beliefs, many
metal building systems are not typically
designed to look like metal buildings. In
fact, steel systems are extremely flexible,
and can be custom-engineered to support
virtually any design application. At the
same time, our systems offer superior
advantages for building development,
maintenance and endurance.

During construction, labor costs are
reduced because the building systems
are fabricated in the factory, requiring
less onsite development. The undisputed
strength of steel adds to the durability
of buildings while making them less
susceptible to fire, water and weather
damage. Finally, metal building systems
provide greater energy efficiency with
lower maintenance costs. Independent
studies show that the life expectancy of
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metal products significantly exceeds that
of competing materials.

Along with these quality and cost-
saving benefits, our companies conceive,
produce and market metal products
designed for optimal interior and exterior
attractiveness. We offer an impressive
selection of architectural products to
provide a vast array of options for the
building’s appearance.

The people of NCI are proud to equip
architects, contractors and building
proprietors with the right resources to
construct their desired facilities. Through
our commercial products and services,
we are able to give customers the best
possible building solution —one that
serves them well in their quest to serve
others.

Hilton Garden Inn - Scottsdale, AZ
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NCI’s manufacturing resources extend to 37
manufacturing facilities strategically located
across the U.S. and in Mexico. Each year, we
seek to enhance the speed, efficiency and quality
of operations, with 2005 being no exception.
First and foremost, we are pleased to have
improved our safety performance across

the board. Lost-time accidents decreased by
48 percent over 2004, and total recordable
accidents were reduced by 33 percent. In
addition, 11 of our locations have gone three
or more years without a lost-time injury. These
achievements are a reflection of our commit-
ment to stressing personal responsibility in the
workplace and supporting an environment of
safety at all times.

Over the past year, we have improved production
throughout several of our plants. After acquiring
our joint venture partner’s minority interest in
our Monterrey, Mexico plant in 2005, shipments
from the facility increased by nearly 60 percent.
Operations at our most technologically advanced
frame facility in Lexington, Tennessee also
improved, with total project shipments going

up by almost 50 percent.

The people of NCI are continuously conceiving
new methods to amplify manufacturing pro-
cesses so that they best meet the diverse needs
of our customers. We have made remarkable
progress in the areas of quality control,
efficiency and compliance over the past year,
and look forward to identifying and attaining
new measures of manufacturing excellence

for many years to come.
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Empowering Production

CI Building Systems defines

itself as a leading force in the

manufacturing arena. Our
company provides specialized products
and services that are ideal for the
development of manufacturing buildings
and warehouses suited for a variety
of end uses. NCI companies supply
the steel, metal components, complete
building systems and metal doors for
power plants, water treatment facilities,
steel mills, petrochemical plants, factories
and buildings that store products of every
sort.

Many customers depend on our propri-
etary building systems and steel fabrica-
tion expertise for the implementation of
facilities that offer the utmost in efficiency
and cost-effectiveness. The patented
NCI Long Bay® System (LBS) gives us

a special advantage in the warehousing
marketplace by meeting large-scale build-
ing needs with an economic solution. LBS
is custom-engineered to build structures
requiring wide areas of open bay spac-
ing, offering a superior option for accom-
modating storage logistics and inventory
management. Demand for our patented
LBS has increased significantly since its in-
troduction, and we anticipate sales for this
innovative product to continue to flourish.
For production projects, our value-
engineering services and top-notch
structural steel facility enable us to
develop hybrid and conventional Class A
framing systems to support even the most
complex of manufacturing processes.
Our experts provide exceptional value
and single-source support for projects
ranging from the most basic to the most

challenging and complex. Our company
is markedly adept at integrating multiple
functions, including mezzanine, racking
and heavy crane systems, into a single
feasible building solution.

As the application of metal products
in the industrial arena continues to
thrive, no company is better equipped
to meet the growing needs of this
market than NCI. We plan to forward
our goal of producing warehouse and
manufacturing facilities designed for
optimal functionality at competitive
prices. Likewise, we shall focus on
creating new generations of industrial-
focused products to augment production
and enhance building performance.

OIC International « Bolivar, OH
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Chapel Hills Fellowship « Wichita, KS
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D PEi MARA L PE E DAY ETER
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ERN PLATT mDENNIS £ PLATT « TIMIOTHY PLOTNER - JAMES D P AK + PHILIP C POLING + JAMES L P POL P ZALEZ | POPARAD » CONNYEH POPE » ABUNDID PORCAYD = CHRISTINA H POUNDS DAvaPuuNus SEERANCES B POWELL = MARK POWELL » POWERS NA Puv PAMELAF POWERS < CHHUNNA P
ABHINA” PRASHAR = JUANITA R PRESSLEY' » UAMES R Ge® LES E . KLIN « GREG A PRICE « i M ot MORE ~ QUINT ERT el NIE A BRO JoRR M PROFEITT - RONNIE PRORISCH » ViCKIE P BRI O STANLEY M PROITT + JAMES A PRUSS KEITH W PUDVAH
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The family of NCI companies
enthusiastically serves a broad
base of customers representing a
wide range of markets. Year after
year, it is our distinct pleasure to
help general contractors, builders,
architects and building proprietors
meet and reach their building
goals. In doing this, we not only
act as trusted advisors, but we also
encourage our own business to grow
and prosper.

Ensuring the mutual success of our
customers and our company means
going above and beyond what we
have accomplished in years past.

We must constantly uncover fresh
and innovative ways to service our
existing customers while tapping into
lucrative new business markets.

Through technological advancements,
process improvements and product
development, we will continue to
provide the best tools for customers.
Acting with their needs in mind,

we will solidify our success in the
present, and long into the future. We
remain steadfast in our objectives to
provide outstanding service to our
traditional customers, and for the
many markets we are destined to
serve.



Saline County Public Library - Benton, AR
Watchtower Educational Center - Patterson, NY
Fort Drum Military Base * Fort Drum, NY




Supporting Our Communities

t is with great passion that we serve

the communities in which we live and

work with products of the highest
quality and integrity. Every day, NCI
assists schools, churches, healthcare
providers and government entities with
the creation of attractive, durable and
distinctive structures. The flexibility of
our products and systems allows for
diversification in design and appearance,
giving each building the perfect blend of
uniqueness and functionality.

Our leading metal components brand,
MBCI, is one of the most recognizable
and distinguished providers in this
arena. With its wide array of panel colors
and profiles, it is not surprising that a
high percentage of MBCI products are
specified on the majority of institutional
structures employing metal in the United
States.

The engineered building systems
division companies also account for
a considerable amount of community
project development. Our dedicated
engineering and design specialists
are accustomed to combining custom-
engineered metal structures with
conventional construction methods
to create institutional structures of
exceptional beauty and value.

One of our shared attributes that adds
to the quality of institutional facilities
we construct is the commitment our
people place on the production of such
projects. NCI people take special pride
in the manufacture of buildings intended
to house children, congregations and
important government personnel.

This characteristic was evident in our
companywide response to the devastating
storms of 2005. In the aftermath of

Hurricanes Katrina and Rita, NCI
employees made generous personal
contributions towards the relief. As a
corporation, NCI will aid in the long-term
reconstruction efforts by contributing to
the rebuilding of community structures
throughout the storm-ravaged regions.
Our intention is to help struggling
communities get back on their feet by
being an important part of the solution
in the coming months and years.

NCl is pleased to furnish the products
and services that make up the infrastruc-
ture of our great nation. We will continue to
support our communities with institutional
building offerings that inspire interaction,
growth and compassion.

Christian Gospel Temple « Cross Plains, TN
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J Corman RR Group Hangar ¢ Nicholasville, KY
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When it comes to serving customers,
offering a wide selection of options

is extremely important. At NCI, we are
able to facilitate endless possibilities
for customization, resulting in the
development of buildings distinguished
by their quality, ingenuity and personal-
ity. Our architecturally focused products
bring buildings to life, employing the
colors, profiles and formations to define
the character of each structure.

A consistent characteristic of our
product line is that it never stays the
same. We are constantly growing to stay
abreast of emerging industry guidelines,
while striving to meet the evolving needs
of our customers. We stand behind the
quality of every product we produce
with some of the most competitive
warranties available, many of which
extend up to 25 years. In addition,

we further ensure the integrity of

our products by maintaining our own
state-of-the art testing laboratory.

Moving forward, we are certain that our
strong product offerings will continue
to position NCI as a leader of the metal
construction industry. Inspiring new
innovations and serving our custom-
ers with the best solutions to fit their
needs will continue to be our goal—and
our roadmap to a future of unlimited
opportunities.



Quarantine Barn at Lonestar Park « Grand Prairie, TX
DeSoto Trade Center Building * South Haven, MS
New Hampshire Fisher Cats Stadium « Manchester, NH




Custom Solutions for All Types of Customers

t takes a special company to cater

to the needs of specialty building

applications. Fortunately, our vast
range of products and services gives NCI
a true advantage in serving the unique
demands of these diverse markets.

Multiple NCI brands with expertise
in various aspects of metal construction
give us the power to address the
building needs of most customers. From
the typical to the unusual, we are well
equipped to serve markets requiring
structures for aviation, recreation,
agriculture, transportation, and marine,
fish, animal and plant life.

One of the main reasons we are able to
service specialty markets so effectively is
due to the fact that we operate so many
exceptional companies. For instance,
we have a complete line of roll-up and

* MARK D SINGER » DEREK SINGLETON - JEFFREY S SINGLETON « DAVID R SIPES « MEHLING 11 SIRACUSA ~ SOUDAPHONE SIVILAY »

SAMUEL E STONE * STEVEN W ST DAVID B STON|

EVENS «

W S - ONE . TSTOUT « LRS
SULCIVAN, JOUN D SUMERAL ~ DEWEY SUMMERVILLE ~ WILLIANY D SUMMERVILLE » EDVARD . SUMNER + JOSE 0 SURA + JASFER JAY-S SURMIFOA. = WICHAEL T SUSSMANN » MYRONC
JAMES R TABOR = DON TACKETT + THONGLITH TAIONKEO * MANDY R TALLEY = REFUGIO T TAMEZ Ill + JAMES FRANKLIN TAPP + AARON M TARABORI + KEVIN M TARNOWSKI + TROY M TATE « BILLY J TAYLOR * BRENDA J TAYLOR * DAVID LTAYLOR = DWIGHT B TAYLOR * GREGORY L TAYLOR = JAMES K TAYLOR + JAMES R TAYLOR + JASON S TAYLOR = LARRY J TAYLOR « MICHAEL E TAYLOR « PAUL C TAYLOR « ROGER D TAYLOR * ROGER K TAYLOR = SHERI L TAYLOR

JAM D STEWARD = CHARLES M STEWART + CORY B STE
TRAIT . GALINA STRAKEL « AUBERT A STRANGFELD IR+ SHELLEY K 3T
SUTTON « YUTHACHAI SUVUNRUNGSI » NATHAN R SWAFFORD « BILL SWANEY « SHARON A SWARAT «

sectional doors and our insulated panels
adorn many buildings in various colors
and textures. Products from these and
other NCI brands can be used to create
structures intended for a limitless
assortment of end uses.

Along with our impressive array of
products, NCI also concentrates on
providing the brand and quality of service
necessary to accommodate large and
complex project demands. The NCI Special
Services Group is an excellent example of
how we accomplish this. Comprised of
experienced project managers, engineers,
drafters and designers, the Special
Services Group is instrumental in the
turnkey development of projects perceived
to be complicated and challenging by the
average building manufacturer.

An essential ingredient to our success

BRET D SOETHOUT + LARRY G SOFKA

in the specialty building market is our
ability to offer complete customization
for any project. Whether the need is
for a multi-level minor league baseball
stadium or an exhibition-themed
dinosaur museum, no job is too difficult
for the seasoned professionals of NCI.
Our capabilities and eagerness to
pursue non-traditional construction
projects has resulted in increased activity
for the specialty building market. We
will continue working one-on-one with
our customers to create large, impressive
and enduring structures — providing
exceptional solutions that are truly
unique.

Route 66 Casino * Albuquerque, NM

LESLIE D SKAGGS » CARL A SKEENE « CARL E SKEENE + C KEITH SKILLERN + ERIC W SKILLERN » NIKOLAY SKVORTSOV » DUANE R SLATTER » ELAINE A SLAUGHTER + JOHN H SLIGH « MICHAEL D SLOAN + THOMAS A SLOVACEK « WILLIAM M SMEDLEY =
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STRAUB * JASON L STRAWN + HUGH K STRICKLAND « FRED B STRICKLER » CHARITY A STRONG * MATTHEW STRONG * MATTHEW R STRU - .

MBER L SWARLIS « TERRY L SWENSON « STEVEN SWIERC « FOREST | SWISHER JR » MICHAEL P SWONKE JR



NCI Building Systems

Is a family of companies
and people dedicated to
providing the highest

standard of building The NCI BrandS

performance. Our three-
part business model | Companies that Bring Buildings to Life
iIncludes metal coil coating,
metal components and
engineered building

systems. The level of
. ) ACQUISITIONS & GROWTH In 2004, we opted to acquire two companies
| n‘te g ra‘t| on a‘t N Cl Se‘ts our A trademark of the NCI brand is evident that appropriately complemented our

in our history of product expansion. From corporate strategy: Heritage Building
0] rga N | Za‘t | on a p a r‘t f rom a | | the inception of our company, management Systems and Steelbuilding.com. Both of
has concentrated on growing the business these companies have allowed us to further
others and unites us in both organically and through smart develop our retail channel through direct
accretive acquisitions. Innovative product sales and online purchase capabilities.
our m |SS | on tO pFOVI de a offerings, sophisticated technologies and Over the past year, we have concentrated
effective building solutions serve to grow on integrating these businesses into our
i our company from the inside out, and the corporate infrastructure while leveraging the
com p re hens IVE S peCtru m companies we choose to purchase come as application of intellectual properties across
i a result of a disciplined process. Potential multiple NCI brands. Shared expertise, sales
Of Services to ma rkets acquisitions are carefully scrutinized and channels and manufacturing capabilities have
; purchase decisions are only made if the enhanced the performance of both our new
acCross N O rth Ame riCa a nd company fits into our defined business and existing companies, ultimately benefiting

model. NCI as a whole.

around the world.
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Although our acquisitions have been
successful, we do encounter obstacles when
introducing companies perceived to be
competitors into our existing framework. For
example, in 2005 we purchased the intellectual
property rights for Steelox, a company
that actively competes with several of our
engineered building systems division brands.
To circumvent inter-company conflicts, we
refocused the goals of Steelox on reaching
and expanding market segments for which
our existing companies had not realized the
full potential. As a result, the addition of
Steelox will enable us to increase sales and
marketplace prominence without disrupting
the endeavors of our other companies.

By properly managing areas of potential
conflict, we are able to solidify the success of
our acquisitions. We will continue to aggres-
sively pursue and develop opportunities for
growth, further elevating our presence and
effectiveness as a leader in the metal construc-
tion industry.

TE WILLIAM E
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The integration of our business makes us
powerful. All NCI companies operate with
the advantage of integrated resources,
operational direction and intelligent
management practices. At the same time,
it is the varied offerings provided by each
NCI brand that enables us to target, serve
and maintain such a large and diverse
network of consumers.

Each NCI company carries a distinctive
message and image in the marketplace,
accounting for our ability to serve customers

in different places with many different needs.

We empower every one of our brands to
excel by providing the personnel, marketing
and financial resources necessary for our
customers to achieve an exceptional return
on their investment.

At the metal coil coating division, much of
2005 was focused on the implementation of
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new quality and service initiatives. Along
with the integration of ERP technologies to
improve efficiency, the division focused on
automating testing processes and enhancing
product performance. Our division continued
to lead the light gauge industry in regards

to its speed and accuracy in product
applications. In addition, new procedures
resulted in the reduction of overall scrap
output from 10 percent in 2004 to 3.5 percent
at the close of 2005. In the coming year, the
division will continue to make manufacturing
and product improvements while catering to
the needs of its diverse customers, as well as
the sister NCI divisions it supports.

MBCI is our most well-recognized brand

in the metal components arena. As the
brand and the division continue to flourish,
we are constantly studying its successes
and uncovering methods to extend these
accomplishments throughout our other
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business properties. We are continuing to
expand the metal components division, and
will focus on increasing retail sales over the
next year. In 2005, we opened new Metal
Depots outlets in Albuquerque, New Mexico
and outside Houston, Texas, with plans to
establish additional retail channels in the
near future.

In 2005, sales continued to increase for the
engineered building systems division, with
Metallic Building Company maintaining

its position as our leading national brand.

Our primary goal for the collective buildings
group is to grow our sales through organically
focused growth and strategic acquisitions.

In 2005, the division articulated an initiative
to achieve 95-percent on-time deliveries for

all of its customers. As a result of this focus,
we have made many changes to positively
impact service levels —a key facet to achieving
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growth. There has been a consistent increase
in profitability for the engineered buildings
division each quarter of 2005, evidence that
our initiatives are producing sound results.

NCI Building Systems is a company with
vision. As such, we put into effect specific
goals that we work towards meeting
everyday. One of our most important long-
term aspirations is to drive additional sales
and earnings growth to significantly increase
the value of the company in the forseeable
future. Achieving this stature will be no easy

task, but we are confident that with foresight,

hard work and dedication, this significant

achievement will one day come to fruition.
Industry projections from Dodge reports

forecast significant market growth over

the next several years. With our ongoing

strategy for acquisitions and an emphasis on

enhancing the productivity of our internal
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operations, it is our belief that we may
realize our own vision for growth within
this timeframe.

In the present, we will continue to make
balanced, intelligent choices in our aggressive
pursuit of growth, managing our companies
and our people to yield optimal measures of
performance. Forging ahead, we will remain
steadfast in our commitment to acquire,
integrate and operate in a manner that builds
on our accomplishments of the past and
positions us for a future of success.
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The selected financial data for the three fiscal years ended October 29, 2005 and as of October 30, 2004 and October 29, 2005 has been derived from the audited consolidated
financial statements included elsewhere herein. The selected financial data for the two fiscal years ended November 2, 2002 and as of November 1, 2003, November 2, 2002
and October 31, 2001 has been derived from audited consolidated financial statements not included herein. The following data should be read in conjunction with “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” and the audited consolidated financial statements and the notes thereto included under “Financial
Statements and Supplementary Data.”

(In thousands, except per share data) 2001 2002 2003 2004 2005
Sales $ 954,877 $ 953,442 $ 898,150 $ 1,084,863 $ 1,130,066
Income before cumulative effect 16,535 31,314 ** 22,800 44,890 ° 55,951

of change in accounting principle

Income per share before
cumulative effect of change in
accounting principle

Basic: 0.91 1.70 1.21 2.28 2.73

Diluted: 0.91 1.68 *** 1.20 2.24° 2.68
Working capital 49,461 80,157 66,585 130,806 293,051
Total assets 838,812 721,265 713,160 786,426 990,219
Total debt 367,500 297,300 248,750 216,700 373,000
Stockholders’ equity ° $ 330,343 $ 303,459 $ 331,751 $ 401,177 $ 444,144
Average common shares 18,265 18,692 18,969 19,996 20,857

(Assuming dilution)

(1) Includes goodwill amortization of $12.2 million ($11.2 million after tax, or $0.61 per diluted share) in 2001. Goodwill is no longer amortized beginning
in fiscal 2002 in accordance with the provisions of SFAS 142. Refer to Note 7 to the consolidated financial statements for additional information.

(2) Includes restructuring charge of $2.8 million ($1.8 million after tax, or $0.09 per diluted share) in 2001.

(3) Includes losses on debt refinancing of $1.2 million ($0.8 million after tax) and $9.9 million ($5.8 million after tax) in fiscal 2002 and
fiscal 2004, respectively.

(4) During fiscal 2002, we recorded a transitional goodwill impairment loss as required per SFAS 142, which was reported as a cumulative effect of change
in accounting principle in the amount of $65.1 million ($3.49 per diluted share). This resulted in a net loss of $33.8 million ($1.81 per diluted share).

(5) Historically, we have not paid dividends.



Consolidated Statements of Operations
NCI Building Systems, Inc.

Fiscal year ended

(In thousands, except per share data) November 1, 2003 October 30, 2004 October 29, 2005
SAlES L $ 898,150 $ 1,084,863 $ 1,130,066
Cost Of sales. . . .. 700,631 822,722 850,699
Gross Profit . . ... 197,519 262,141 279,367
Selling, general and administrative eXpenses. . . .. .. .. ...ttt 140,356 165,165 174,897
Income from operations . .. ... ... .. it 57,163 96,976 104,470
INterest INCOME. . . . . . . 12 68 5,019
INtereSt EXPENSE . . . o (19,777) (15,126) (14,459)
Losson debt refinancing. . . . ... ... — (9,879) —
Other INCOMe, NEL. . . . . . . e 160 2,618 1,181
Income before iNCOMe taxes . .. ... ..t 37,558 74,657 96,211
Provision for income taxes . . ... ... ... 14,758 29,767 40,260
NEt INCOME . . . $ 22,800 $ 44,890 $ 55,951

Earnings per share:

BaSiC. . . o 1.21 2.28 2.73

Diluted . . ... ... 1.20 2.24 2.68

BaSiC. . . 18,811 19,709 20,501

Diluted . . ... 18,969 19,996 20,857

See accompanying notes to the consolidated financial statements.



Consolidated Balance Sheets
NCI Building Systems, Inc.

Fiscal year ended

(In thousands, except share data) October 30, 2004 October 29, 2005
ASSETS
Current assets:
Cash and cash equIvaleNts . . . . . . ... $ 8,222 $ 200,716
Accounts receivable, Net. . . . . . .. 108,869 110,094
INVENTOKIES, NEL . . o . e 138,363 113,421
Deferred INCOME taXesS . . . . . . oo e 16,442 15,470
Prepaid EXPENSES . . . . o o e e 6,491 2,963
Total CUITENt @SSEtS. . . . . o o e 278,387 442,664
Property, plant and equipment, Net . . . .. ... .. 185,687 185,278
GoodWill .« . 318,247 339,157
Other @SSetS . . . . 4,105 23,120
Total ASSELS. . . . . o e $ 786,426 $ 990,219

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:

Current portion of long-term debt . . .. .. ... . . $ 2,000 $ 2,000
ACCOUNtS payable . . . . 57,569 55,874
Accrued compensation and benefits . . . . . ... 41,007 34,475
AcCrued INterest. . . . . .. 980 4,298
Other aCCrued EXPENSES . . . o . vttt e e e e e e e e e e e e e 46,025 52,966
Total current Habilities. . . . . . ... 147,581 149,613
Long-term debt . . . .. 214,700 371,000
Deferred INCOME TaXES. . . . . . ot ittt e e e e e e e e e e e 22,968 25,462
Total long-term liabilities . . . . . . .. 237,668 396,462
Stockholders’ equity:
Preferred stock, $1 par value, 1,000,000 shares authorized, none issued and outstanding . ............... — —
Common stock, $.01 par value, 50,000,000 shares authorized;

20,344,752 and 21,408,697 shares issued in 2004 and 2005, respectively. . . .. .......... ... ... ..... 204 208
Additional paid-in capital . . . . . ... e 134,210 167,960
Retained earnings. . . . . . . .o e 273,378 329,329
Unearned restricted stock compensation . . ... ... ... ... (6,612) (12,674)
Treasury stock, at cost, (229 shares and 1,063,229 shares in 2004 and 2005, respectively) . .. ............ (3) (40,679)

Total stockholders’ equIity . . . . . . . o 401,177 444,144
Total liabilities and stockholders’ equity. . . . . . .. . $ 786,426 $ 990,219

See accompanying notes to the consolidated financial statements.



Consolidated Statements of Cash Flows
NCI Building Systems, Inc.

Fiscal year ended

October 30, 2004

(In thousands) November 1, 2003 October 29, 2005

Cash flows from operating activities:

NEt INCOME . . . . oot et e e e e e e e e e e e e $ 22,800 $ 44,890 $ 55,951
Adjustments to reconcile net income to net cash provided by operating activities:
Lossondebtrefinancing .. ...... ... .. — 9,879 —
Depreciation and amortization . . . ... ... .. 23,007 22,974 24,488
Loss on sale of fixed @assets . .. ... ... . ... ... . 975 202 134
Inventory obsSOlesCence. . . . .. ... e 172 1,255 602
Provision for doubtful accounts . ... ........ . ... .. ... ... ... 3,842 2,769 273
Deferred iNCOMEe taxes . . . . . .ottt e e (705) (4,759) 2,356
Changes in operating assets and liabilities, net of effect of acquisitions:
Accounts and other receivables . . ..... ... . ... .. ... 517 (6,692) 13,942
INVENTOMIES . . . o o e 9,893 (80,284) 26,227
Prepaid eXpensesS . . . .. .o (114) (248) (1,378)
Accounts payable. . . . ... 2,956 (1,554) (5,731)
ACCIUEd EXPENSES . .« o . o ottt et e e e e e 5,925 35,298 1,403
Net cash provided by operating activities. . . . ........ ... . ... .. i 69,268 23,730 118,267
Cash flows from investing activities:
ACUISITIONS . . . . o (4,310) — (27,399)
Capital expenditures. . . ... ... (17,912) (9,327) (19,524)
Proceeds from sale of fixed assets. . .............. .. ... i 1,634 1,458 2,196
Changes in other noncurrent @ssets . . . .. ...ttt 2,257 1,858 (1,078)
Net cash used in investing activities. . . . .. ... i (18,331) (6,011) (45,805)

Cash flows from financing activities:
Proceeds from stock options exercised. . . . ... ... .. .. 2,401 16,409 9,362

Issuance of convertible debt .. ...... ... . . ... .. — — 180,000

Net borrowings (payments) on revolving lines of credit. . . .. ................ (42,300) 11,700 (16,700)
Borrowings on long-termdebt . .. ... .. . ... . — 200,000 —
Payments on long-term debt . ....... ... . ... (6,250) (243,750) (7,000)
Payment of refinancing CoSts. . ... ... ... — (8,060) (4,954)
Purchase of treasury stoCK. . . . ... ... (114) — (40,676)

Net cash provided by (used in) financing activities. . . . ....................... (46,263) (23,701) 120,032
Net increase (decrease) in cash and cash equivalents . . .. ....................... 4,674 (5,982) 192,494
Cash and cash equivalents at beginning of period. . .. ....... ... ... ... ... ....... 9,530 14,204 8,222
Cash and cash equivalents at end of period ... ......... .. ... .. .. ... ... $ 14,204 $ 8,222 $ 200,716

See accompanying notes to the consolidated financial statements.




Consolidated Statements of Shareholders’ Equity
NCI Building Systems, Inc.

(In thousands)

Balance, November 2, 2002
Treasury stock purchases

Treasury stock used for stock option exercises

Common stock issued for stock option exercises . ... ........

Tax benefit from stock option exercises

Common stock issued for contribution to 401(k) plan . .......

Net income

Balance, November 1, 2003

Common stock issued for stock option exercises . ... ........

Tax benefit from stock option exercises

Common stock issued for contribution to 401(k) plan . .......

Issuance of restricted stock

Earned portion of restricted stock compensation. .. .........

Net income

Balance, October 30, 2004

Treasury stock purchases

Common stock issued for stock option exercises . ... ........

Tax benefit from stock option exercises

Common stock issued for contribution to 401(k) plan . .......

Issuance of restricted stock

Earned portion of restricted stock compensation. .. .........

Stock issued for acquisition

Net income

Balance, October 29, 2005

Additional Unearned
Common Paid-in Retained Restricted Stock Treasury Shareholders’
Stock Capital Earnings Compensation Stock Equity

$ 187 $ 97,903 $ 205,688 — $ (319) $ 303,459
— — — — (114) (114)

_ (79) — — 430 351

2 2,048 — — — 2,050

— 585 — — — 585

1 2,619 — — — 2,620

— — 22,800 — — 22,800
190 103,076 228,488 — 3) 331,751
10 16,399 — — — 16,409

— 3,126 — — — 3,126

2 4,316 — — — 4,318

2 7,293 — (7,295) — —

— — — 683 — 683

_ — 44,890 — — 44,890
204 134,210 273,378 (6,612) 3) 401,177
_ — — — (40,676) (40,676)

4 9,353 — — — 9,357

— 3,369 — — — 3,369

1 4,916 — — — 4,917

3) 9,751 — (9,751) — (3)

— — — 3,689 — 3,689

2 6,361 — — — 6,363

— — 55,951 — — 55,951

$ 208 $ 167,960 $ 329,329 $ (12,674) $(40,679) $ 444,144

See accompanying notes to the consolidated financial statements.



1. NATURE OF BUSINESS AND
PRINCIPLES OF CONSOLIDATION

NCI Building Systems, Inc. (together with its subsidiar-
ies and predecessors, unless otherwise indicated, the
“Company,” “we,” “us” or “our”) is one of North Ameri-
ca’s largest integrated manufacturers and marketers of
products for the non-residential construction industry.
We design, manufacture and market metal components
and engineered building systems and provide metal coil
coating services primarily for non-residential construc-
tion use. We manufacture and distribute extensive lines
of metal products for the non-residential construction
market under multiple brand names through a nation-
wide network of plants and distribution centers. We sell
our products for both new construction and repair and
retrofit applications. We follow an accounting calendar
that incorporates a four-four-five week calendar each
quarter with year end on the Saturday closest to October
31. The year end for fiscal 2005 is October 29, 2005.

We aggregate our operations into three reportable
business segments: metal components, engineered
building systems and metal coil coating. We base this
aggregation on similarities in product lines, manufactur-
ing processes, marketing and how we manage our busi-
ness. We market the products in each of our business
segments nationwide through a direct sales force and, in
the case of our engineered building systems segment,
through authorized builder networks.

Our consolidated financial statements include the ac-
counts of the Company and all wholly-owned subsidiar-
ies. Prior to our purchase of our joint venture partner’s
49% interest in our manufacturing facility in Monter-
rey, Mexico (see Note 15), we consolidated our Mexico
operations in our financial statements and through
November 27, 2004, which was the end of November
business and that portion we did not own was reported
as minority interest, which is included in retained earn-
ings in our consolidated statements of operations and
balance sheet. All intercompany accounts, transactions
and profits arising from consolidated entities have been
eliminated in consolidation.

For investments in joint ventures and other entities
that do not meet the criteria of a variable interest entity,
we use the equity method of accounting where our own-
ership is between 20 percent and 50 percent or where
our ownership is more than 50 percent and we do not

have significant influence or control over the unconsoli-
dated subsidiary. We use the cost method of accounting
for investments in unconsolidated subsidiaries where
our ownership is less than 20 percent and where we do
not have significant influence over the unconsolidated
subsidiary. We consolidate those investments that meet
the criteria where we are deemed to be the primary ben-
eficiary for accounting purposes and for entities in which
we have a majority voting interest.

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

(a) Use of Estimates

The preparation of financial statements in conformity
with accounting principles generally accepted in the
U.S. requires management to make estimates and as-
sumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the
reporting period. Examples include provisions for bad
debts and inventory reserves and accruals for employee
benefits, general liability insurance, warranties and
certain contingencies. Actual results could differ from
those estimates.

(b) Cash and Cash Equivalents

Cash equivalents are stated at cost plus accrued inter-
est, which approximates fair value. Cash equivalents are
highly liquid debt instruments with an original maturity
of three months or less and may consist of time depos-
its with a number of commercial banks with high credit
ratings, Eurodollar time deposits, certificates of deposit
and commercial paper. We may also invest excess funds
in no-load, open-end, management investment trusts
(“mutual funds”). The mutual funds invest exclusively in
high quality money market instruments.

(c) Accounts Receivable and Related Allowance

We report accounts receivable net of the allowance for
doubtful accounts. Trade accounts receivable are the re-
sult of sales of building systems, components and coat-
ing services to customers throughout the United States
and affiliated territories, including international builders
who resell to end users. All sales are denominated in

U.S. dollars. Credit sales do not normally require a
pledge of collateral; however, various types of liens
may be filed to enhance the collection process.

We establish reserves for doubtful accounts on a
case-by-case basis when we believe the required pay-
ment of specific amounts owed is unlikely to occur. In
establishing these reserves, we consider changes in the
financial position of a customer, availability of security,
lien rights and bond rights as well as disputes, if any,
with our customers. Our allowance for doubtful accounts
reflects reserves for customer receivables to reduce
receivables to amounts expected to be collected. This al-
lowance was $8.6 million and $6.7 million at October 30,
2004 and October 29, 2005, respectively. We determine
past due status as of the contractual payment date.
Interest on delinquent accounts receivable is included
in the trade accounts receivable balance and recognized
as interest income when chargeable and collectibility is
reasonably assured. Uncollectible accounts receivable
trade are written off when a settlement is reached for an
amount that is less than the outstanding historical bal-
ance or we have exhausted all collection efforts.

(d) Inventories

Inventories are stated at the lower of cost or market
value less allowance for inventory obsolescence, using
specific identification or the weighted-average method
for steel coils and other raw materials. Allowance for in-
ventory obsolescence was $2.9 million and $2.8 million
at October 30, 2004 and October 29, 2005, respectively.

The components of inventory are as follows:

(In thousands) Oct. 30, 2004  Oct. 29, 2005

Raw materials $ 103,411 $ 83,180

Work in process

and finished goods 34,952 30,241
$ 138,363 $ 113,421

During fiscal 2005, we purchased a majority of
our steel requirements from International Steel Group
(“1SG”)/Mittal Steel USA, Nucor and U.S. Steel. Mittal
Steel USA purchased ISG in April 2005.



Each of these suppliers accounted for more than
10% of our total steel purchases during fiscal 2004 and
2005. No other steel supplier accounted for more than
10% of steel purchases during fiscal 2004 and 2005.

(e) Property, Plant and Equipment
Property, plant and equipment are stated at cost and
depreciated using the straight-line method over their
estimated useful lives. Leasehold improvements are
capitalized and amortized using the straight-line method
over the life of the underlying lease. Computer software
developed or purchased for internal use is depreciated us-
ing the straight-line method over its estimated useful life.
Depreciation expense for fiscal 2003, 2004 and 2005
was $23.0 million, $23.0 million and $23.5 million,
respectively. Of this depreciation expense, $3.4 million,
$3.5 million and $4.0 million was related to software de-
preciation for fiscal 2003, 2004 and 2005, respectively.

Property, plant and equipment consist of the
following:

(In thousands) Oct. 30, 2004 Oct. 29, 2005
Land $ 13,251 $ 14,613
Buildings and
improvements 120,660 122,740
Machinery,
equipment
and furniture 153,512 167,164
Transportation
equipment 2,731 2,649
Computer software
and equipment 36,978 40,368
327,132 347,534
Less accumulated
depreciation (141,445) (162,256)
$ 185,687 $ 185,278
Estimated useful lives for depreciation are:
Buildings and improvements 10 - 39 years
Machinery, equipment and furniture 3 - 10 years
Transportation equipment 5 - 10 years
Computer software and equipment 3 - 7 years

(f) Goodwill and Other Intangible Assets
We review the carrying values of goodwill and identifi-
able intangibles whenever events or changes in circum-

stances indicate that such carrying values may not be
recoverable and annually for goodwill as required by

the Financial Accounting Standards Board’s (“FASB”)
Statement of Financial Accounting Standards (“SFAS”)
142, Goodwill and Other Intangible Assets. Unforeseen
events, changes in circumstances and market condi-
tions and material differences in the value of intangible
assets due to changes in estimates of future cash flows
could negatively affect the fair value of our assets and
result in a non-cash impairment charge. Some factors
considered important that could trigger an impairment
review include the following: significant underperfor-
mance relative to expected historical or projected future
operating results, significant changes in the manner of
our use of acquired assets or the strategy for our overall
business and significant negative industry or economic
trends. Fair value is the amount at which the asset could
be bought or sold in a current transaction between will-
ing parties and may be estimated using a number of
techniques, including quoted market prices or valuations
by third parties, present value techniques based on
estimates of cash flow, multiples of earnings or revenue
performance measures. The fair value of the asset could
be different using different estimates and assumptions
in these valuation techniques. See Note 7.

(g) Revenue Recognition
We recognize revenues when the following conditions
are met: persuasive evidence of an arrangement exists,
delivery has occurred or services have been rendered,
the price is fixed or determinable, and collectibility is
reasonably assured. Generally, these criteria are met at
the time product is shipped or services are complete.
Provisions are made upon the sale for estimated product
returns. Costs associated with shipping and handling
our products are included in cost of sales.

Prior to the third quarter of fiscal 2004, a portion
of the revenue for the metal coil coating segment was
recognized upon completion of the painting process
for consigned coils owned by certain of our customers,
which in most cases were steel mills. This accounting
treatment met the criteria to be recognized as revenue
in accordance with the Securities and Exchange Com-
mission’s (the “SEC”) Staff Accounting Bulletin (“SAB”)
No. 101. In 2004, many steel mills that traditionally had
consigned steel coils to us in this manner abandoned
that procedure, resulting in purchasing and recogniz-
ing steel coils as inventory upon the arrival of such raw
materials at our coil coating plants. As a result, during
the third quarter of fiscal 2004, we changed our policy
to prospectively recognize revenue upon shipment of
the coils from the coil coating facilities to third parties.

The impact of the accounting change during the third
quarter of fiscal 2004, which was not material, was a
reduction to our revenues and operating income of ap-
proximately $4.5 million and $0.8 million, respectively.
This change would not have had a material effect on any
prior periods presented and is not expected to materi-
ally affect future results.

(h) Warranty

We sell weather tightness warranties to our customers
for protection from leaks in our roofing systems related
to weather. These warranties range from two years to
20 years. We sell two types of warranties, standard and
single source, and three grades of coverage for each.
The type and grade of coverage determines the price to
the customer. For standard warranties, our responsibility
for leaks in a roofing system begins after 24 consecutive
leak-free months. For single source warranties, the roof-
ing system must pass our inspection before warranty
coverage will be issued. Inspections are typically per-
formed at three stages of the roofing project: (i) at the
project start-up; (ii) at the project mid-point and (iii) at
the project completion. These inspections are included
in the cost of the warranty. If the project requires or the
customer requests additional inspections, those inspec-
tions are billed to the customer. Upon the sale of a war-
ranty, we record revenue as deferred revenue, which is
included in other accrued expenses in our consolidated
balance sheets. We amortize this deferred warranty
revenue over the weighted average coverage, which is
approximately 18 years, to approximate our estimated
expense. At October 30, 2004 and October 29, 2005,
our unamortized liability for weather tightness warranty
was $5.1 million and $6.2 million, respectively.

(i) Self Insurance

We are self insured for a substantial portion of the cost
of employee group health insurance and for the cost of
workers’ compensation benefits. We purchase insurance
from third parties that provides individual and aggre-
gate stop loss protection for these costs. Each reporting
period, we record the costs of our health insurance plan,
including paid claims, an estimate of the change incurred
but not reported (“IBNR”) claims, taxes and administra-
tive fees (collectively the “Plan Costs”) as general and ad-
ministrative expenses in our consolidated statements of
operations. The estimated IBNR claims are based upon
(i) a recent average level of paid claims under the plan,
(ii) an estimated lag factor and (iii) an estimated growth
factor to provide for those claims that have been incurred
but not yet paid. In fiscal 2004 and prior years, we based
our health insurance accrual on at least three months



for claims submitted. With improvements in technology,
claims processing improved with claims being submit-
ted, processed and paid in a much shorter time frame.
As such, in fiscal 2005, we changed our methodology on
a prospective basis for determining the amount of health
insurance accrual to one that considers claims growth
and claims lag, which is the length of time between the in-
curred date and processing date. The change in methodol-
ogy resulted in a reduction of our health insurance accrual
of approximately $3.0 million, $1.8 million net of tax, or
$0.09 per diluted share, in fiscal 2005 over fiscal 2004.
For workers’ compensation costs, we monitor the
number of accidents and the severity of such accidents
to develop appropriate estimates for expected costs to
provide both medical care and benefits during the pe-
riod an employee is unable to work. These accruals are
developed using third party estimates of the expected
cost and length of time an employee will be unable to
work based on industry statistics for the cost of similar
disabilities. This statistical information is trended to
provide estimates of future expected costs based on
factors developed from our experience of actual claims
cost compared to original estimates. We expensed ap-
proximately $17 million, $19 million and $17 million
for health insurance in fiscal 2003, 2004 and 2005, re-
spectively, and $3 million, $4 million, and $3 million for
workers’ compensation in fiscal 2003, 2004 and 2005,
respectively. The health insurance accrual balance was
$6.0 million and $2.9 million at October 30, 2004 and
October 29, 2005, respectively, and the workers’ com-
pensation accrual balance was $5 million and $4 million
at October 30, 2004 and October 29, 2005, respectively.

(J) Income Taxes

We account for income taxes in accordance with SFAS
109, Accounting for Income Taxes. Under SFAS 109,
deferred tax assets and liabilities are determined based
on differences between financial reporting carrying values
and tax bases of assets and liabilities and are measured
using the enacted tax rates and laws that are expected to
be in effect when the differences are expected to reverse.
A valuation allowance for a deferred tax asset is recorded
when it is more likely than not that some or all of the ben-
efit from the deferred tax will not be realized. See Note 8.

(k) Advertising Costs

Advertising costs are expensed as incurred. Advertising
expense was $2.6 million, $3.1 million and $4.7 million
in fiscal 2003, 2004 and 2005, respectively.

(I) Impairment of Long-Lived Assets
We assess impairment of property plant and equipment

in accordance with the provisions of SFAS 144, Account-
ing for the Impairment or Disposal of Long-Lived Assets. We
review our long-lived assets for impairment whenever
events or changes in circumstances indicate that the
carrying amount of an asset may not be recoverable.

If the sum of the estimated undiscounted future cash
flows from the use of the asset and its eventual disposi-
tion is less than the carrying amount of the asset, an
impairment loss is recognized based on the fair value
of the asset. Property and equipment held for sale are
recorded at the lower of net book value or fair value.

(m) Stock-Based Compensation

We account for stock-based employee compensation
using the intrinsic value method under Accounting
Principles Board (“APB”) Opinion 25 and related inter-
pretations. Alternatively, under SFAS 123, Accounting
for Stock-Based Compensation, employee stock-based
compensation is recognized over the vesting period
based on the fair value of the underlying awards on
the date of grant. SFAS 123 currently does not require
an entity to adopt these provisions, but rather, permits
continued application of APB 25. We have elected to
continue accounting for our stock-based compensation

under APB 25 and related interpretations. The fair value
of the stock options is determined using the Black-Scho-
les option pricing model. Since the exercise price of our
employee stock options equals the market price of the
underlying stock on the date of the grant, we currently
record no compensation expense for our stock option
awards.

Compensation expense recorded for restricted stock
awards under the intrinsic value method is consistent
with the expense that would be recorded under the fair
value-based method. We recorded pretax compensation
expense relating to restricted stock awards of $0.7 mil-
lion and $3.7 million for fiscal 2004 and 2005, respec-
tively. Stock-based compensation expense related to
fiscal 2003 was not significant. Unearned compensation
is shown as a reduction of stockholders’ equity in our
consolidated balance sheets.

If compensation expense for grants to employees
under our long-term incentive plans was recognized
using the fair value method of accounting under SFAS
123 rather than the intrinsic value method under APB
25, net income and earnings per share would have been
reduced to the pro forma amounts below (in thousands,
except per share data):

Fiscal year ended

November 1, 2003

October 30, 2004 October 29, 2005

Reported netincome. .. .....................

Add back: Stock-based employee
compensation expense included in
reported net income, netof tax ..........

Deduct: Stock-based employee
compensation expense determined
under the fair value based method for
all awards, netof tax . . ................

Pro formanetincome................

Basic Earnings Per Share
Asreported . ....... .. ...

Proforma ........... ... .. ... ... .. ....

Diluted Earnings Per Share
Asreported . ....... .. ...

Proforma ........... ... .. ... .. ... ....

$ 22,800 $ 44,890 $ 55,951
— 444 2,395
(2,278) (3,062) (7,690)
$ 20,522 $ 42,272 $ 50,656
$ 1.21 $ 2.28 $ 2.73
$ 1.09 $ 2.14 $ 2.47
$ 1.20 $ 2.24 $ 2.68
$ 1.08 $ 2.11 $ 2.43




The weighted average grant-date fair value of options granted during fiscal 2003, 2004 and 2005 was $11.40,
$17.39 and $21.48, respectively. The fair value for these options was estimated at the date of grant using a
Black-Scholes option pricing model with the following assumptions:

Fiscal year ended

November 1, 2003

October 30, 2004 October 29, 2005

Risk-free interest rate

Expected volatility

Weighted average expected life (in years)

2.7% - 3.7%

55.6%

3.5% - 4.4% 3.9% -4.1%

54.5% 57.0%

Expected dividend yield was not considered in the option pricing model since we do not pay dividends and have no

current plans to do so in the future.

(n) Reclassifications
Certain reclassifications have been made to prior period
amounts to conform to the current presentation.

(0) Recent Accounting Pronouncements

In May 2005, the FASB issued SFAS 154, Accounting
Changes and Error Corrections, which requires retrospective
application to all prior period financial statements present-
ed for voluntary changes in accounting principle unless it is
impracticable. This statement replaces APB 20, Account-
ing Changes, and SFAS 3, Reporting Accounting Changes

in Interim Financial Statements, though it carries forward
the guidance in those pronouncements with respect to
accounting for changes in estimates, changes in reporting
entity and the correction of errors. SFAS 154 is effective
for accounting changes and corrections of errors made in
fiscal years beginning after December 15, 2005. We will
adopt SFAS 154 effective October 30, 2006, the beginning
of our fiscal 2007, and we do not expect the adoption

of this statement to have an impact on our consolidated
financial position, results of operations or cash flows.

In December 2004, the FASB issued SFAS 153,
Exchanges of Nonmonetary Assets — An Amendment of APB
Opinion No. 29. The APB opinion required that the asset
acquired in an exchange transaction be accounted for
based on the recorded value of the asset relinquished.
The amendment in SFAS 153 requires that the asset
acquired be accounted for at fair value and should not
consider the recorded value of the asset relinquished in

the exchange. In addition, the amendments eliminate the
narrow exception for nonmonetary exchanges of similar
productive assets and replace it with a broader excep-
tion for exchanges of nonmonetary assets that do not
have “commercial substance.” A nonmonetary exchange
has commercial substance if the future cash flows of
the entity are expected to change significantly as a result
of the exchange. The provisions of this statement are
effective for nonmonetary exchanges occurring in fiscal
periods beginning after June 15, 2005. We will adopt the
provisions of this statement effective October 30, 2005,
the beginning of our fiscal 2006, and we do not expect
the adoption to have an impact on our financial condi-
tion, results of operations or cash flows.

In November 2004, the FASB issued SFAS 151, Inventory
Costs — An Amendment of ARB No. 43, Chapter 4. SFAS 151
clarifies that all abnormal amounts of idle facility expense,
freight, handling costs and spoilage should be expensed
as incurred and not included in overhead. In addition, this
statement requires that allocation of fixed production over-
heads to conversion cost should be based on normal ca-
pacity of the production facilities. The provisions of SFAS
151 are effective for inventory costs incurred during fiscal
years beginning after June 15, 2005 and are to be applied
on a prospective basis. We will adopt the provisions of this
statement effective October 30, 2005, the beginning of
our fiscal 2006, and we do not expect adoption to have an
impact on our consolidated financial condition, results of
operations or cash flows.

In October 2004, the FASB ratified EITF 04-08,
Accounting Issues Related to Certain Features of Contingently
Convertible Debt and the Effect on Diluted Earnings Per
Share, which is effective for all periods ending after
December 15, 2004 and is to be applied by retrospec-
tively restating previously reported earnings per share
(“EPS”). EITF 04-08 addresses when the dilutive effect
of contingently convertible debt with a market price
trigger should be included in diluted EPS. Under EITF
04-08, the market price contingency should be ignored
and these securities should be treated as non-contingent,
convertible securities and always included in the diluted
EPS computation. Notwithstanding the foregoing, if
convertible debt has a “net share settlement” provision
whereby all conversions are settled for a combination of
cash (in an amount equal to the lesser of the principal
amount of the notes and their conversion value) and
shares, if any (shares are issuable only to the extent the
conversion value exceeds the principal amount), then the
issuer of such convertible debt is not required to include
any shares issuable upon conversion in its calculation of
fully diluted EPS until the market price of the underlying
common stock exceeds the conversion price. In the event
that the market price does exceed the conversion price,
then the issuer of the convertible debt is required to use
the treasury stock method of accounting for the differ-
ence between the market price in the applicable reporting
period and the conversion price. The shares required to
cover the difference will be included in calculating diluted
EPS. We adopted EITF 04-08 in the fiscal quarter ended
January 28, 2005.

In November 2004, we completed an offering of
$180 million of 2.125% convertible senior subordinated
notes due 2024. See Note 6. Because the 2.125%
convertible senior subordinated notes have a net share
settlement provision, the Notes will be included on an
“if converted” basis in the calculation of our fully di-
luted EPS in future reporting periods where the market
price of our common stock is higher than the conversion
price at fiscal year-end. See Note 13.

In December 2004, the FASB issued SFAS 123
(revised 2004), Share Based Payment (“SFAS 123(R)”),
which is a revision of SFAS 123. SFAS 123(R) super-
sedes APB 25 and amends SFAS 95, Statement of Cash
Flows. While the approach in SFAS 123(R) is similar
to the approach described in SFAS 123, SFAS 123(R)
requires recognition in the income statement of all
share-based payments, including grants of employee
stock options, based on their fair values, and pro forma
disclosure is no longer an alternative. We are required
to adopt SFAS 123(R) in the first fiscal quarter of 2006,
which begins October 30, 2005.



SFAS 123(R) permits adoption using one of two
methods, a modified prospective method (“Prospective
Method”) or a modified retrospective method (“Retro-
spective Method”). With the Prospective Method, costs
are recognized beginning with the effective date based
on the requirements of SFAS 123(R) for (i) all share-
based payments granted after the effective date of
SFAS 123(R), and (ii) all awards granted to employees
prior to the effective date of SFAS 123(R) that remain
unvested on the effective date. The Retrospective
Method applies the requirements of the Prospective
Method but further permits entities to restate all prior
periods presented based on the amounts previously
recognized under SFAS 123 for purposes of pro forma
disclosures required under SFAS 95. Management
expects adoption of SFAS 123(R) to have a significant
impact on our results of operations.

We will adopt SFAS 123(R) effective October 30,
2005 using the Prospective Method. To estimate
the value of stock options granted to employees,
we currently use the Black-Scholes formula, which is
an acceptable share-based valuation model, and will
continue using this model upon adoption of SFAS
123(R). With adoption of SFAS 123(R) using the
Prospective Method, we expect to recognize approxi-
mately $6 million to $8 million, $3.6 million to
$4.8 million, net of tax or $0.17 to $0.23 per diluted
share, in total stock based compensation expense
in fiscal year 2006. In addition to the compensation
cost recognition requirements, SFAS 123(R) also
requires the tax deduction benefits for an award
in excess of recognized compensation cost to be
reported as a financing cash flow rather than as an
operating cash flow. We do not expect adoption of
this statement to have any effect on our financial
position or cash flows.

3. OTHER ACCRUED EXPENSES

Other accrued expenses are comprised
of the following (in thousands):

Oct. 30, 2004  Oct. 29, 2005

Customer deposits $ 4,091 $ 12,869
Other accrued

expenses 41,934 40,097
Total Other

Accrued Expenses $ 46,025 $ 52,966

4. SUPPLEMENTARY CASH FLOW INFORMATION
The following table sets forth interest and taxes paid in each of the three fiscal years presented (in thousands):

Fiscal year ended

November 1, 2003 October 30, 2004 October 29, 2005

13,954 $ 20,552
14,794 26,276

$ 11,140
32,564

Interestpaid. . ....... ... ... ... . ... ... $
Taxespaid. . ... ...

5. FAIR VALUE OF FINANCIAL INSTRUMENTS

The following methods and assumptions were used to estimate the fair value of each class of financial instrument for
which it is practicable to estimate that value.

Cash and cash equivalents — The carrying amounts approximate fair value because of the short maturity of those
instruments.

Accounts receivable — The carrying amounts approximate fair value because all amounts are current. Any accounts
receivable outstanding for a period greater than one year are evaluated for collectibility and marked to fair value.

Debt — The fair value of our fixed rate debt is calculated based on market prices. The carrying value of variable rate
debt approximates fair value.
October 30, 2004

(In thousands) October 29, 2005

Carrying Amount Fair Value Carrying Amount Fair Value
Cash and cash equivalents . .. ... $ 8,222 $ 8,222 $ 200,716 $ 200,716
Accounts receivable. . . ......... 108,869 108,869 110,094 110,094
Debt.........cii... 216,700 216,700 373,000 395,000

6. LONG-TERM DEBT

Debt is comprised of the following (in thousands):

October 30, 2004 October 29, 2005

$125 Million Revolving Credit Facility —

final maturity June 2009. . . ... ... ... ... $ 16,700 $ =

$200 Million Term Loan, due June 2010 . .. ............ 200,000 193,000
2.125% Convertible Senior Subordinated

Notes, due November 2024. . .. ................... — 180,000

216,700 373,000

Current portion of long-termdebt. . .................. (2,000) (2,000)

Total long-termdebt . . ......... ... ... ... ... ..... $ 214,700 $ 371,000




The scheduled maturity of our debt is as follows
(in thousands):

2006. . .. $ 2,000
2007. . . 2,000
2008. . .. 2,000
2009. . .. 2,000
2010 and thereafter . ............ 365,000

$ 373,000

In June 2004, we completed a $325 million senior
secured credit facility with a group of lenders and used
the initial borrowings to repay in full our then existing
credit facility and redeem our $125 million senior subor-
dinated notes due 2009. We believe that the new credit
facility provides us with increased financial flexibility and
decreased borrowing costs. The current facility includes
a $125 million, five-year revolving loan maturing on June
18, 2009 and a $200 million, six-year term loan matur-
ing on June 18, 2010. The term loan requires manda-
tory payments of $0.5 million each quarter beginning in
November 2004 with a final payment of $188.5 million
at maturity. At October 30, 2004, we had $16.7 million
and $200.0 million outstanding under our revolving loan
and term loan, respectively. At October 29, 2005, we
had $193.0 million outstanding under our term loan and
no amounts outstanding under our revolving loan.

As a result of the June 2004 refinancing of the senior
secured credit facility, unamortized deferred financ-
ing costs of $4.1 million ($2.6 million net of tax) were
expensed during the third quarter of fiscal 2004.

At October 30, 2004 and October 29, 2005, the
unamortized balance in deferred financing costs
was $2.1 million and $6.4 million, respectively.

In October 2005, we amended our $325 million
senior secured credit facility. The amendments, among
other things, (i) provided a permanent waiver of the
mandatory prepayment provision that pertained to the
$180 million convertible senior subordinated notes is-
sued in November 2004, (ii) reduced the applicable mar-
gin on the term loan from LIBOR plus 2.0% to LIBOR
plus 1.5%, (iii) increased the restricted payments
basket from $25.0 million plus 25% of net income to
$35.0 million plus 25% of net income and (iv) acceler-
ated the scheduled step-down of the maximum senior
leverage ratio to 3:1 from May 2007, the original effec-
tive date, to the date of the amendment.

Loans on the senior secured credit facility bear inter-
est, at our option, as follows: (1) base rate loans at the
base rate plus a margin, which for term loans is 0.5%

and for revolving loans fluctuates based on our leverage
ratio and ranges from 0.25% to 1.25% and (2) LIBOR
loans at LIBOR plus a margin, which for term loans is
1.50% and for revolving loans fluctuates based on our
leverage ratio and ranges from 1.25% to 2.25%. Base
rate is defined as the higher of the Wachovia Bank,
National Association prime rate or the overnight Federal
Funds rate plus a margin, which for term loans is 0.50%
and for revolving loans fluctuates based on our leverage
ratio and ranges from 0.25% to 1.25%, and LIBOR is
defined as the applicable London interbank offered rate
adjusted for reserves. Based on our current leverage
ratios, we will pay a margin of 0.75% on base rate loans
and 1.75% on LIBOR loans under the revolving loan and
a margin of 0.50% on base rate loans and 1.50% on
LIBOR loans under the term loan during the first quarter
of fiscal 2006.

The senior secured credit facility is secured by
(1) 100% of our accounts receivable, inventory and
equipment and related assets such as our software,
chattel paper, instruments and contract rights (excluding
foreign operations) and (2) 100% of the capital stock
and other equity interests in each of our direct and
indirect operating domestic subsidiaries and 65% of
the capital stock in each of our foreign subsidiaries.

The senior secured credit facility requires compli-
ance with various covenants and provisions customary
for agreements of this nature, including a minimum
ratio of Consolidated EBITDA (as defined in the senior
secured credit facility) to interest expense of four to one
and maximum ratios of total debt and senior debt to
Consolidated EBITDA of four to one and three to one,
respectively.

Borrowings under the senior secured credit facility
may be repaid at any time and the voluntary reduction
of the unutilized portion of the five-year revolver may be
made at any time, in certain amounts, without premium
or penalty but subject to LIBOR breakage costs. We are
required to make mandatory payments on the senior
secured credit facility upon the occurrence of certain
events, including the sale of assets and the issuance
and sale of equity securities, in each case subject to
certain limitations and conditions. These payments
must first be applied to the term loan and then to the
reduction of the revolving commitment.

At October 30, 2004 and October 29, 2005, we had
approximately $104 million and $118 million, respec-
tively, in unused borrowing capacity (net of letters of
credit outstanding of approximately $5 million and
$7 million, respectively) under the senior secured credit
facility, of which a total of $20 million may be utilized
for standby letters of credit.

In November 2004, we completed an offering of
$180 million aggregate principal amount of 2.125%
convertible senior subordinated notes due 2024 (the
“Notes”) with interest payable semi-annually. Interest
on the Notes is not deductible for income tax pur-
poses, which creates a permanent tax difference that is
reflected in our effective tax rate. The Notes are general
unsecured obligations and are subordinated to our pres-
ent and future senior indebtedness.

We have the right to redeem the Notes, beginning
on November 20, 2009, for a price equal to 100% of
the principal amount plus accrued and unpaid inter-
est, if any. Each holder has the right to require that
we repurchase the Notes after five, 10 and 15 years at
100% of the principal amount plus accrued and unpaid
interest, if any, beginning November 15, 2009. Upon the
occurrence of certain designated events, holders of the
Notes will also have the right to require that we purchase
all or some of their Notes at a redemption price equal
to 100% of the principal amount plus accrued and
unpaid interest, if any, and, in certain circumstances,

a make whole premium. We must pay the repurchase
price of the aggregate principal amount of the Notes

in cash unless prohibited by limitations imposed by our
existing or future senior credit agreements. The Notes
are convertible into cash or, in certain circumstances, a
combination of cash and shares of our common stock,
at a ratio of 24.9121 shares of common stock per
$1,000 principal amount notes, which is equivalent to
an initial conversion price of approximately $40.14 per
common share. The ratio is subject to adjustments if
certain events take place, and conversion may only oc-
cur if the closing sale price per common share exceeds
120% of the conversion price for at least 20 trading
days in the 30 consecutive trading day period ending on
the last trading day of the preceding calendar quarter
or if certain other conditions are met. At October 29,
2005, $180 million principal amount of the Notes was
outstanding.

Through October 29, 2005, we utilized proceeds from
the Notes to pay $5 million in costs associated with
the issuance of the Notes and to pay the $27.4 million
cash portion of the purchase price of the acquisitions
that occurred during the first quarter of 2005 (see Note
15). We plan to use the remaining net proceeds of the
offering to finance future acquisitions. The remaining net
proceeds have been invested in short-term debt securi-
ties or similar investments.



7. GOODWILL AND OTHER INTANGIBLE ASSETS

In accordance with SFAS 142, Goodwill and Other Intan-
gible Assets, goodwill is tested for impairment at least
annually at the reporting unit level, which is defined as
an operating segment or a component of an operating
segment that constitutes a business for which financial
information is available and is regularly reviewed by
management. Management has determined that we have
five reporting units for the purpose of allocating goodwill
and the subsequent testing of goodwill for impairment.
Our metal components and engineered building systems
segments are each split into two reporting units for
goodwill impairment testing purposes.

During the fourth quarter of each of our fiscal years
2003, 2004 and 2005, we performed our annual test of
goodwill impairments with no impairment of goodwill
indicated for the fiscal years ended November 1, 2003,
October 30, 2004 or October 29, 2005.

In conjunction with the purchase of Heritage and
Steelbuilding.com in December 2004, we entered into
non-compete agreements with the previous owners. We
valued these agreements at an aggregate amount of
$6.4 million at the date of acquisition based on the
price of our common stock. These agreements range
from two years to 10 years, have a weighted average life
of 9.7 years and are amortized over their respective lives.

Also in conjunction with the purchase of Heritage and
Steelbuilding.com, we obtained the Heritage Building
Systems and Steelbuilding.com trademarks. To deter-
mine the value of these intangible assets, we retained
the services of a third party consulting firm. As a result
of the valuation work, we recorded $4.8 million for the
trademarks. We amortize the trademarks over 15 years,
the estimated useful life. At October 29, 2005, the
recorded amounts net of amortization for the non-com-
pete agreements and trademarks were $5.7 million and
$4.5 million, respectively.

GOODWILL BALANCE AND CHANGES

Our goodwill balance and changes in the carrying amount of goodwill by operating segment are as follows (in thousands):

Balance October 30, 2004 Additions * Balance October 29, 2005
Metal components .............. $ 117,606 $ 13,856 $ 131,462
Engineered building systems. . . .. .. 118,682 7,054 125,736
Metal coil coating . . ............. 81,959 - 81,959
Total . . ... ... .. $ 318,247 $ 20,910 $ 339,157

(1) Primarily represents goodwill associated with our acquisitions of Heritage Building Systems, Inc. (“Heritage”)
and Steelbuilding.com, Inc (“Steelbuilding.com”) as well as our purchase of the 49% minority interest in our

manufacturing facility in Monterrey, Mexico. See Note 15.

INCOME TAXES

The income tax provision (benefit) for the fiscal years ended 2003, 2004 and 2005, consisted

of the following (in thousands):

Fiscal year ended

November 1, 2003

October 30, 2004 October 29, 2005

Current:
Federal . .............. $ 13,882 $ 30,799 $ 33,708
State. . . ... 1,581 3,727 4,196
Total current. . . ........ 15,463 34,526 37,904
Deferred:
Federal .. ............. (606) (4,472) 2,130
State. .. .............. (99) (287) 226
Total deferred . . ... ..... (705) (4,759) 2,356
Total provision. . . ......... $ 14,758 $ 29,767 $ 40,260

Each of these intangible assets is recorded in other
assets in our consolidated balance sheets and amor-
tized using the straight line method over the estimated
useful lives. The weighted average estimated useful life
in total for these intangibles is 11.6 years. We recog-
nized $1.0 million in amortization expense during fiscal
2005. Total accumulated amortization was $1.0 million
at October 29, 2005. We expect to recognize amortiza-
tion expense over the next five fiscal years as follows
(in millions):

2006. ... .. $ 1.2
2007 .. o 1.1
2008 . ... .. 1.1
2009 . ... . 1.1
2010. ... .. 1.1

In accordance with SFAS 142, we will evaluate the
remaining useful life of these intangible assets on an
annual basis. We will also review for recoverability when
events or changes in circumstances indicate the carrying
values may not be recoverable in accordance with SFAS
144, Accounting for the Impairment or Disposal of Long-
Lived Assets.

8. INCOME TAXES

Income tax expense is based on pretax financial ac-
counting income. Deferred income taxes are recognized
for the temporary differences between the recorded
amounts of assets and liabilities for financial reporting
purposes and such amounts for income tax purposes.

We carry out our business operations through legal
entities in the U.S. and Mexico jurisdictions. These opera-
tions require that we file corporate income tax returns
that are subject to U.S., state and foreign tax laws. We are
subject to income tax audits in these multiple jurisdic-
tions. Our provision for income taxes includes amounts
intended to satisfy income tax assessments that may
result from the examination of our tax returns that have
been filed in these jurisdictions. The amounts ultimately
paid upon resolution of these examinations could be
materially different from the amounts included in the pro-
vision for income taxes and result in additional tax benefit
or expense depending on the ultimate outcome.

In 2005, the Internal Revenue Service began audits of
certain tax returns. Because the audits are ongoing, we
are unable to determine what impact, if any, resolution
of these audits may have on our consolidated financial
position or results of operations.



The reconciliation of income tax computed at the United States federal statutory tax rate to the effective income tax
rate is as follows:
Fiscal year ended

November 1, 2003 October 30, 2004 October 29, 2005

Statutory federal income taxrate ........... 35.0% 35.0% 35.0%
State incometaxes . .. .........c..ui... 2.6% 3.2% 4.6%
Non-deductible interest expense . .. ......... — — 1.5%
Other . ... ... ... . . . . 1.7% 1.7% 0.7%
Effectivetaxrate. ... .................... 39.3% 39.9% 41.8%

Deferred income taxes reflect the net impact of temporary differences between the amounts of assets and liabilities
recognized for financial reporting purposes and such amounts recognized for income tax purposes. The tax effects of
the temporary differences for fiscal 2004 and 2005 are as follows (in thousands):

As of October 30, 2004 As of October 29, 2005

Deferred tax assets:

INVeNtory ... ... $ 2,129 $ 1,559
Bad debtreserve. ... ........ ... .. ... ... ..., 3,381 2,655
Accrued insurance reserves .. ................ 3,380 2,572
Deferredrevenue. . .. ........ ... ... 2,050 2,152

Restructuring and impairment. . . .. ............ 776 58

Accrued and deferred compensation . . .......... 3,570 4,358

Otherreserves .. ....... ..., 1,156 2,116
Total deferred taxassets . . . .................... 16,442 15,470
Deferred tax liabilities:

Depreciation and amortization . ............... (22,968) (25,462)
Total deferred tax liabilities . . .. ................. (22,968) (25,462)
Net deferred tax liability . . ..................... $ (6,526) $ (9,992)

Other accrued expenses include accrued income taxes payable of $7.7 million at October 30, 2004 and
$8.6 million at October 29, 2005.

recorded related to tax contingencies as of October 29,
2005 are not material.
Also included in income tax expense for fiscal 2005

In evaluating the exposures connected with the vari-
ous tax filing positions, we establish an accrual when,
despite management’s belief that our tax return posi-

tions are supportable, management believes that certain
positions may be successfully challenged and a loss is
probable. When facts and circumstances change, these
accruals are adjusted. Included in income tax expense
for fiscal 2005 is the reversal of an accrual for tax con-
tingencies of $1.0 million. Based on additional informa-
tion and support by third party analysis, we concluded
that the accrual was no longer necessary. Liabilities

are income tax adjustments totaling $1.8 million. These
adjustments are related to previously unrecognized dif-
ferences between the book and tax basis differences in
fixed assets of $1.5 million. The remaining adjustments
included several other individually immaterial items. We
believe all these tax adjustments to be immaterial indi-
vidually and in the aggregate to the financial statements
in the current or previous periods.

The determination of our provision for income taxes
requires significant judgment, the use of estimates and
the interpretation and application of complex tax laws.
Our provision for income taxes reflects a combination of
income earned and taxed in the various U.S. federal and
state, as well as Mexican federal jurisdictions. Jurisdic-
tional tax law changes, increases or decreases in perma-
nent differences between book and tax items, accruals or
adjustments of accruals for tax contingencies or valuation
allowances, and the change in the mix of earnings from
these taxing jurisdictions all affect the overall effective
tax rate.

9. OPERATING LEASE COMMITMENTS

We have operating lease commitments expiring at vari-
ous dates, principally for real estate, office space, office
equipment and transportation equipment. Certain of
these operating leases have purchase options that entitle
us to purchase the respective equipment at fair value

at the end of the lease. As of October 29, 2005, future
minimum rental payments related to noncancellable
operating leases are as follows (in thousands):

2006. ... $ 6,137
2007 . .. 5,239
2008. .. .. 4,474
2009. .. ... 3,388
2010 and thereafter ......... 4,478

Rental expense incurred from operating leases, in-
cluding leases with terms of less than one year, for fiscal
2003, 2004 and 2005 was $6.0 million, $7.8 million
and $9.0 million, respectively.

10. STOCKHOLDERS’ RIGHTS PLAN

In June 1998, the Board of Directors adopted a Stock-
holders’ Rights Plan and declared a dividend of one
preferred stock purchase right (“Right”) for each out-
standing share of our common stock for stockholders of
record at the close of business on July 8, 1998. Each
Right entitles the holder to purchase one one-hundredth
(1/100th) of a share of our Series A Junior Participating
Preferred Stock at a price of $125.00 per share upon
certain events. Generally, if a person or entity acquires,
or initiates a tender offer to acquire, at least 20% of our
then outstanding common stock, the Rights will become
exercisable for common stock having a value equal to



two times the exercise price of the Right, or effectively
at one-half of our then current stock price. The Rights
are redeemable under certain circumstances at $0.01
per Right and will expire, unless earlier redeemed, on
June 24, 2008.

11. STOCKHOLDERS’ EQUITY

In November 1999 and 2000, our Board of Directors
authorized the repurchase of 1.0 million shares and
1.5 million shares respectively, of our common stock.
Subject to applicable federal securities law, such pur-
chases occur at times and in amounts that we deem
appropriate. No time limit was placed on the duration
of the repurchase program. Shares repurchased are
reserved primarily for later re-issuance in connection
with our stock option and 401(k) profit sharing plans.
At October 30, 2004, we had repurchased 1.3 million
shares of our common stock for $21.6 million since the
inception of the repurchase program in November 1999.
In September 2005, our Board of Directors reaffirmed
our previously authorized share repurchase program,
authorizing the repurchase of up to 1.2 million shares.
During fiscal 2005, we completed the repurchase of an
additional 1.1 million shares of our common stock for
$40.7 million.

12. STOCK INCENTIVE PLANS

Our 2003 Long-Term Stock Incentive Plan (the “Incentive
Plan”), is an equity based compensation plan that allows
us to grant a variety of types of awards, including stock
options, restricted stock, stock appreciation rights,
performance share awards, phantom stock awards and
cash awards. Both stock options and restricted stock
awards typically vest over four years, although from time
to time certain individuals have received restricted stock
awards that vest at retirement or upon termination for
good reason as defined by the plan. In fiscal 2005, our
stockholders approved the amendment and restate-
ment of the Incentive Plan, which, among other things,
increased the number of shares of common stock
reserved for issuance under the plan by approximately
1.1 million shares of common stock and allowed us

to grant performance awards, including performance-
based cash awards, under the plan. As amended, the
aggregate number of shares of common stock that may
be issued under the plan may not exceed 2.6 million.
Awards will normally terminate on the earlier of (i) 10
years from the date of grant, (ii) 30 days after termina-

Changes in treasury common stock, at cost, were as follows (in thousands):

Number of Shares Amount
Balance, November 2, 2002 . . ... ... i 20 $ 319
Purchases. . . ... .. 8 114
Issued in exercise of stock options . . ........... .. .. .. . .. .. ... .. (28) (430)
Balance, November 1, 2003 and October 30, 2004® . ... ............. — 3
Purchases . .. ... .. . . . . 1,063 40,676
Balance, October 29, 2005. . . . . .. ... 1,063 $ 40,679
(1) We had no treasury stock activity during fiscal 2004.
Stock option transactions during fiscal 2003, 2004 and 2005
were as follows (in thousands, except weighted average exercise prices): .
Number of Weighted Average
Shares Exercise Price
Balance November 2, 2002. . . . .. ... 1,862 $ 17.14
Granted . ... e 292 19.37
Cancelled . . .. .. . (26) 19.53
EXercised . . ... ... (196) 12.25
Balance November 1, 2003 . . . . .. ... it 1,932 $ 17.94
Granted . .. ... 679 29.23
Cancelled . . ... ... (104) 17.64
EXErCISed . . . o e (916) 17.91
Balance October 30, 2004 . . .. .. ... 1,591 $ 22.79
Granted . ... 159 35.31
Cancelled . ... ... (31) 23.98
EXercised . . ... ... (468) 20.02
Balance October 29, 2005 . . .. .. ... . e 1,251 $ 17.93




tion of employment or service for a reason other than
death, disability or retirement, (iii) one year after death
or (iv) one year for incentive stock options or five years
for other awards after disability or retirement. Awards
are non-transferable except by disposition on death

or to certain family members, trusts and other family

entities as the Compensation Committee may approve.
Awards may be paid in cash, shares of our common
stock or a combination, in lump sum or installments
and currently or by deferred payment, all as determined
by the Compensation Committee. Prior to December 16,
2002, we maintained an employee stock option plan. No

further options are permitted to be granted under the

old plan after the stockholders approved the Incentive

Plan in March 2003. At October 30, 2004 and October
29, 2005, a total of 0.4 million shares and 1.1 million
shares, respectively, were available under the Incentive
Plan for the further grants of awards.

Options exercisable at fiscal years ended 2003, 2004 and 2005 were 1.1 million, 0.5 million and 0.5 million, respectively. The weighted average exercise prices for options exercisable
at fiscal years ended 2003, 2004 and 2005 were $18.50, $18.15 and $20.99, respectively. Exercise prices for options outstanding at October 29, 2005 range from $13.50 to $38.01.
The weighted average remaining contractual life of options outstanding at October 29, 2005 was 7.6 years. The following summarizes additional information concerning outstanding

options at October 29, 2005:

OPTIONS OUTSTANDING

Range of Exercise Prices

Number of Options

Weighted Average Remaining Life

Weighted Average Exercise Price

$ 13.50 - 16.90
$ 17.50 - 20.64
$ 21.20 - 38.01

193,973 5.3 years

278,674 6.9 years

778,549 8.4 years
1,251,196

OPTIONS EXERCISABLE

$ 15.25
$ 18.76
$ 30.20

Range of Exercise Prices

Number of Options

Weighted Average Exercise Price

$ 13.50 - 16.90
$ 17.50 - 20.64
$ 21.20 - 8.01

164,365
171,814
190,093
526,272

$ 15.26
$ 18.59
$ 28.12

Restricted stock transactions during fiscal 2003, 2004 and 2005 were as follows (in thousands, except weighted average grant prices):

Balance November 2,2002. .. .. ... ... .. ..........
Granted . ... ...
Balance November 1,2003. .. .. ... ... ...
Granted . .. ... ..
Balance October 30,2004 . .......... ...« ...
Granted . ... ...
Distributed . . . .. ... ... .
Forfeited ... ... ... . . .. .
Balance October 29,2005 .. .......... .. .. ........

Number of Shares

Weighted Average Grant Price

........................ — $ —
........................ 54,526 18.34
........................ 54,526 $ 18.34
........................ 264,087 30.43
........................ 318,613 $ 28.36
........................ 209,451 38.24
........................ (33,602) 30.27
........................ (3,000) 38.65
........................ 491,462 $ 32.38




13. NET INCOME PER SHARE

The reconciliation of the numerator and denominator used for the computation of
basic and diluted earnings per share is as follows (in thousands, except per share data):

Numerator for basic and diluted earnings per share:

Netincome . .. ... ... ... ..

Denominator for diluted earnings per share:

Weighted average shares outstanding for basic earnings pershare . . .. .........

Common stock equivalents:

Employee stock options. . . ........ ... ... ..
Unvested restricted stock awards .. ..........

Fiscal year ended

November 1, 2003

October 30, 2004 October 29, 2005

Adjusted weighted average shares and assumed conversions

for diluted earnings pershare . . .. .............

Earnings per share:

...................... $ 22,800 $ 44,890 $ B15,8l5il

18,811 19,709 20,501
...................... 158 275 322
...................... — 12 34
...................... 18,969 19,996 20,857
...................... $ 1.21 $ 2.28 $ 2.73
...................... $ 1.20 2.24 $ 2.68

Because our 2.125% convertible senior subordinated notes have a net share settlement provision and our share price at fiscal 2005 year end was less than the conversion price,
these notes were not included on an “if converted” basis in the calculation of our fully diluted EPS.

14. EMPLOYEE BENEFIT PLAN

We have a 401(k) profit sharing plan (the “Savings
Plan”) that covers all eligible employees. The Savings
Plan requires us to match employee contributions up

to 6% of a participant’s salary. Contributions expense
for the fiscal years ended 2003, 2004 and 2005 was
$3.2 million, $5.1 million and $6.0 million, respectively,
for contributions to the Savings Plan. Plan participants
receive the Company match in shares of our common
stock. Our match ranges from 67% to 100%, depend-
ing on the return on adjusted operating assets. Our
match was 67% in fiscal 2003 and 100% in fiscal years
2004 and 2005, due to achieving our targeted return on
adjusted operating assets.

15. ACQUISITIONS

In December 2004, we purchased substantially all of
the operating assets of Heritage and Steelbuilding.com,
affiliated companies headquartered in North Little Rock,
Arkansas. The purchase price for the two companies was
approximately $25.4 million plus assumed liabilities of
approximately $2.1 million. The purchase price consisted
of $17.2 million in cash, $2.2 million of receivables owed
to us by Heritage and Steelbuilding.com at the time of
closing and approximately $6.4 million in restricted NCI
common stock (199,767 shares). The transaction was
accounted for using the purchase method. At the date
of purchase, the excess of cost over the fair value of the
acquired assets was approximately $14.0 million. The
$6.4 million in restricted NCI common stock relates to
up to 10-year non-compete

agreements with certain of the sellers of Heritage and
Steelbuilding.com (See Note 7). We will expense the
approximate $6.4 million in restricted stock ratably over
the terms of the agreements.

In December 2004, we also purchased our joint
venture partner’s 49% minority interest in our manu-
facturing facility in Monterrey, Mexico for approximately
$10.0 million in cash. The transaction was accounted for
using the purchase method. At the date of purchase, the
excess of cost over the fair value of the acquired assets
was approximately $7.0 million.

The above acquisitions were not material, individually
or in the aggregate, and accordingly, pro forma informa-
tion has not been provided.



16. RESTRUCTURING

In October 2001, management announced a plan to re-
align our manufacturing capabilities to increase efficien-
cies, raise productivity and lower operating expenses.
The pretax restructuring charge of $2.8 million related
to the planned closing of five manufacturing facilities in
our engineered building systems segment as part of this
plan. This included a $2.1 million non-cash charge for
an identified impairment to property, plant and equip-
ment for the expected loss on the sale of two of the five
facilities. The actions were substantially completed by
the end of the first quarter of fiscal 2002. During fiscal
2002, we recognized a gain of $1.3 million ($0.8 million
after tax) on the sale of certain real estate and equip-
ment associated with the restructuring. During fiscal
2003, we recognized a loss of $0.9 million ($0.6 million
after tax), which is recorded in cost of goods sold in

our consolidated statements of operations, on the sale
of one of the facilities and the reduction in the carry-
ing value of the remaining facility due to the continuing
deterioration of the local industrial resale market. The
remaining facility, not yet sold, has a net carrying value
of $0.5 million and we do not anticipate a selling price
significantly different from this amount. The determina-
tion of fair value was based in part on an offer from a
potential buyer in addition to management’s assessment
of fair value.

17. CONTINGENCIES

In late 2003 and early 2004, a number of lawsuits
were filed against several of our operating subsidiar-
ies by Bethlehem Steel Corporation and National Steel
Corporation (“National”) in their respective bankruptcy
proceedings, seeking reimbursement of preferential
transfers allegedly made by the respective debtors in
the 90 day period preceding their bankruptcy filings.
Bethlehem alleges it made preferential payments to
our subsidiaries of approximately $7.7 million, while
National claims preferential payments in the aggregate
amount of $6.3 million. We have denied the allegations
in the lawsuits and are vigorously defending against
these claims. We believe these legal proceedings will not
have a material adverse effect on our business, consoli-
dated financial condition or results of operations. See
Note 20.

We discovered the existence of polychlorinated
biphenyls (“PCBs”) and heavy metals at our Metal Prep

Houston site, which is located in an industrial area in
Houston, Texas. Soil borings have been sampled and
analyzed to determine the impact on the soil at this
site, and the findings indicate that remediation of the
site will likely be necessary. We have filed an application
with the Texas Commission of Environmental Quality
(“TCEQ”) for entry into the Voluntary Cleanup Program.
Based upon an analysis of projected remediation costs
of the known contamination, we originally estimated
that we would spend and have accrued through fiscal
2004 approximately $2.5 million to remediate this site,
which included future environmental consulting fees,
oversight expenses and additional testing expenses.
In the fourth quarter of fiscal 2005, we reduced our
accrual to $1.9 million based upon the finalization of a
cost estimate for the proposed remediation work, includ-
ing excavation, transportation, analysis and disposal.
Our Affected Property Assessment Report (“APAR”) has
now been approved by the TCEQ, and we are prepar-
ing our proposed remedial action that will be filed with
TCEQ in early 2006. We expect the cleanup to begin in
the second quarter of fiscal 2006 and to be completed
by fiscal year ending October 29, 2006. We can give
no assurance that actual costs of remediation will not
exceed our estimate, perhaps significantly; however,
the accrued amount represents our best current-cost
estimate based upon the best information available as
of the date hereof. We have a contractual indemnity by
the immediate prior owner of the property, which we
believe obligates that party to reimburse our response
costs with respect to this condition. We have brought
suit against the prior owner asserting this indemnity,
and that party has disputed liability. Further, we have
joined in the litigation other potentially responsible par-
ties against whom we are seeking contribution and/or
indemnification. However, it is possible that our efforts
to obtain reimbursement of our response costs at this
site may not be successful or may not prove to be cost-
effective for us. We have not recorded any receivables for
potential reimbursements from such third parties.
From time to time, we are involved in various other
legal proceedings and contingencies considered to be in
the ordinary course of business. While we are not able
to predict whether we will incur any liability in excess of
insurance coverages or to accurately estimate the dam-
ages, or the range of damages, if any, we might incur
in connection with these legal proceedings, we believe
these legal proceedings will not have a material adverse
effect on our business, consolidated financial condition
or results of operations.

18. BUSINESS SEGMENTS

We aggregate our operations into three reportable seg-
ments based upon similarities in product lines, manu-
facturing processes, marketing and management of

our businesses: metal components, engineered building
systems and metal coil coating. Products of all three
segments use similar basic raw materials. The metal
components segment products include metal roof and
wall panels, doors, metal partitions, metal trim and other
related accessories. The engineered building systems seg-
ment includes the manufacturing of main frames, Long
Bay® Systems and value added engineering and draft-
ing, which are typically not part of metal components or
metal coil coating products or services. The metal coil
coating segment consists of cleaning, treating, paint-

ing and slitting continuous steel coils before the steel is
fabricated for use by various industrial users. The report-
ing segments follow the same accounting policies used
for our consolidated financial statements. Management
evaluates a segment’s performance based primarily upon
operating income before corporate expenses. Interseg-
ment sales are recorded based on weighted average costs
and consist of (i) building components provided by the
metal components segment to the engineered building
systems segment, (ii) structural framing provided to the
metal components segment by the engineered building
systems segment, and (iii) hot rolled, light gauge painted,
and slit material and other services provided by the metal
coil coating segment to both of the engineered building
systems and metal components segments. Substantially
all of our sales are made within the United States. Be-
cause we had no customer that represented 10% or more
of total consolidated sales and we are not dependent on
any one significant customer or group of customers, the
loss of any one customer would not have a material ad-
verse effect on our results of operations. Steel represents
approximately 74% of cost of goods sold.



Summary financial data by segment is as follows (in thousands, except percentages):

2003 % 2004 % 2005 %
Sales:
Metal components. . .. ... $ 518,587 58 $ 637,685 59 $ 681,778 60
Engineered building systems . . . .. ... ... .. L ... 310,491 35 407,483 37 446,307 39
Metal coil coating . . .......... . ... 175,410 19 234,886 22 232,648 21
Intersegmentsales . ....... ... ... . ... (106,338) (12) (195,191) (18) (230,667) (20)
Totalnetsales .............. .. ... ... ... ...... $ 898,150 100 $ 1,084,863 100 $ 1,130,066 100
Operating income:
Metal components. . .. ...t $ 45,851 9 $ 76,724 12 $ 79,223 12
Engineered building systems .. ......... ... ... ... ... 18,055 6 31,340 8 44,865 10
Metal coil coating ... ......... ... 21,204 12 26,444 11 20,157 9
COrporate . .. ..ottt (27,947) — (37,532) — (39,775) —
Total operating income (% of sales) ............... $ 57,163 6 $ 96,976 9 $ 104,470 9
Unallocated other expense. . . ............ ... ....... 19,605 22,319 8,259
Income before incometaxes . .................... $ 37,558 $ 74,657 $ 96,211
Depreciation and amortization:
Metal components. . . ............ ... $ 9,042 39 $ 8,400 37 $ 9,967 41
Engineered building systems .. .......... ... . ... . ... 6,134 27 6,810 30 6,097 25
Metal coil coating . ... ... ... ... ... ... 4,919 21 4,911 21 5,199 21
COrPOrate . . . oottt 2,912 13 2,853 12 3,225 13
Total depreciation and amortization expense. . ....... $ 23,007 100 $ 22,974 100 $ 24,488 100
Capital expenditures:
Metal components. . . ... ... ... $ 4,023 22 $ 1,901 20 $ 3,847 20
Engineered building systems .. .......... ... . ... . ... 10,309 58 3,652 39 4,842 25
Metal coil coating . . ........ ... . ... 1,962 11 1,744 19 3,917 20
COrporate . . ..ot 1,618 9 2,030 22 6,918 85
Total capital expenditures . ..................... $ 17,912 100 $ 9,327 100 $ 19,524 100
Property, plant and equipment, net:
Metal COMPONENTS. . . . . . e e $ 82,223 44 $ 81,099 44
Engineered building Systems . . . . ... 44,554 24 45,072 24
Metal Coil Coating . . . . . . oo e 44,836 24 43,671 24
COIPOFALE . . o o et e et e e e e e e 14,074 8 15,436 8
Total property, plant and equipment, Nnet . . .......... .. .. . $ 185,687 100 $ 185,278 100
Total assets as of fiscal year end 2004 and 2005:
Metal COMPONENTS. . . . . o ettt e e e e e e e e $ 323,026 41 $ 360,793 36
Engineered building Systems . . . ... .. e 223,418 28 250,653 25
Metal Coil COatiNg . . . . . . .ot 196,762 25 155,009 16
[ o o = | (= 43,220 6 223,764 23

$ 786,426 100 $ 990,219 100




19. QUARTERLY RESULTS (Unaudited)

Shown below are selected unaudited quarterly data (in thousands, except per share data):

First Quarter Second Quarter Third Quarter Fourth Quarter

FISCAL YEAR 2005
Sales ... $ 245,239 $ 250,571 $ 292,734 $ 341,522
Gross profit. . . ... $ 58,711 $ 61,558 $ 71,162 $ 87,936
Netincome . ..... ... . ... . $ 10,722 $ 10,732 $ 14,689 $ 19,808
Net income per share: *

BasiC. . ..o $ 0.53 $ 0.52 $ 0.71 $ 0.98

Diluted . ....... .. . . . $ 0.52 $ 0.51 $ 0.70 $ 0.96
FISCAL YEAR 2004
Sales ... $ 215,406 $ 254,686 $ 295,814 $ 318,957
Gross profit. . ... ... . $ 50,217 $ 57,618 $ 68,236 $ 86,070
Netincome?. ... ... . $ 5,768 $ 7,693 $ 8,395 $ 23,034
Net income per share: 2

BasiC. ... ... $ 0.30 $ 0.39 $ 0.42 $ 1.15

Diluted . ... .. . . . $ 0.29 $ 0.39 $ 0.41 $ 1.13

(1) The sum of the quarterly income per share amounts may not equal the annual amount reported, as per share amounts are computed independently for each quarter
and for the full year based on the respective weighted average common shares outstanding.

(2) During the third quarter of fiscal 2004, we completed a debt refinancing that consisted of a premium paid on the redemption of our 9.25% senior subordinated notes of
$5.8 million and the write off of the unamortized deferred financing costs on the old credit facilities of $4.1 million for a total of $9.9 million ($5.8 million after tax).

20. SUBSEQUENT EVENTS

In December 2005, we agreed to a settlement in federal court of any and all claims with National. As a condition of the settlement, National agreed to dismiss the action with
prejudice and we agreed to waive our claim in the bankruptcy proceeding. In addition, both National and we have agreed to exchange mutual releases of liability. See Note 17.



Management of NCI Building Systems, Inc. (the “Company” or “our”) is responsible for establishing and maintaining adequate internal control over financial reporting for the Com-
pany as defined in Rules 13a-15(f) and 15d-15(f) under the Securities Exchange Act of 1934. The Company’s internal control system was designed to provide reasonable assurance
to the Company’s management and Board of Directors regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accor-
dance with U.S. generally accepted accounting principles.

Internal control over financial reporting includes the controls themselves, monitoring (including internal auditing practices), and actions taken to correct deficiencies as identified.

There are inherent limitations to the effectiveness of internal control over financial reporting, however well designed, including the possibility of human error and the possible
circumvention or overriding of controls. The design of an internal control system is also based in part upon assumptions and judgments made by management about the likeli-
hood of future events, and there can be no assurance that an internal control will be effective under all potential future conditions. As a result, even an effective system of internal
controls can provide no more than reasonable assurance with respect to the fair presentation of financial statements and the processes under which they were prepared.

Internal control over financial reporting has inherent limitations and may not prevent or detect misstatements. Therefore, even those systems determined to be effective can provide
only reasonable, not absolute, assurance with respect to the financial statement preparation and presentation. Further, because of changes in conditions, the effectiveness of inter-
nal control over financial reporting may vary over time.

Management assessed the effectiveness of the Company’s internal control over financial reporting as of October 29, 2005. In making this assessment, management used the
criteria for internal control over financial reporting described in Internal Control — Integrated Framework by the Committee of Sponsoring Organizations of the Treadway Commission
(“COS0”). Management’s assessment included an evaluation of the design of the Company’s internal control over financial reporting and testing of the operating effectiveness of
its internal control over financial reporting. Management reviewed the results of its assessment with the Audit Committee of the Company’s Board of Directors. Based on this as-
sessment, management has concluded that, as of October 29, 2005, the Company’s internal control over financial reporting was effective.

Ernst & Young LLP, an independent registered public accounting firm, audited management’s assessment of the effectiveness of the Company’s internal control over financial
reporting as of October 29, 2005. Their report included elsewhere herein expresses an unqualified opinion on management’s assessment and on the effectiveness of our internal
control over financial reporting as of October 29, 2005.



The Board of Directors and Stockholders
NCI Building Systems, Inc.

We have audited management’s assessment, included in the accompanying Management’s Report on Internal Control over Financial Reporting, that NCI Building Systems, Inc.
(the “Company”) maintained effective internal control over financial reporting as of October 29, 2005, based on criteria established in Internal Control — Integrated Framework
issued by the Committee of Sponsoring Organizations of the Treadway Commission (the COSO criteria). 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. Our responsibility is to express an opinion on
management’s assessment and an opinion on the effectiveness of the Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). 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, evaluating management’s assessment, testing and evaluating the design and operating effectiveness of internal control,
and performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

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.

In our opinion, management’s assessment that the Company maintained effective internal control over financial reporting as of October 29, 2005, is fairly stated, in all material
respects, based on the COSO criteria. Also, in our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of October 29,
2005, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the consolidated balance sheets of the Company as

of October 29, 2005 and October 30, 2004, and the related consolidated statements of operations, stockholders’ equity, and cash flows for each of the three years in the period
ended October 29, 2005 and our report dated January 9, 2006 expressed an unqualified opinion thereon.

Ernst & Young LLP

Houston, Texas
January 9, 2006



The Board of Directors and Stockholders
NCI Building Systems, Inc.

We have audited the accompanying consolidated balance sheets of NCI Building Systems, Inc. (the “Company”) as of October 29, 2005 and October 30, 2004, and the
related consolidated statements of operations, stockholders’ equity, and cash flows for each of the three years in the period ended October 29, 2005. These financial
statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the consolidated financial position of the Company as of
October 29, 2005 and October 30, 2004, and the consolidated results of its operations and its cash flows for each of the three years in the period ended October 29, 2005,
in conformity with U.S. generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the effectiveness of the Company’s internal

control over financial reporting as of October 29, 2005, based on criteria established in Internal Control — Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission and our report dated January 9, 2006 expressed an unqualified opinion thereon.

Ernst & Young LLP

Houston, Texas
January 9, 2006



FORWARD LOOKING STATEMENTS

This Annual Report includes statements concerning our
expectations, beliefs, plans, objectives, goals, strategies,
future events or performance and underlying assump-
tions and other statements that are not historical facts.
These statements are ‘‘forward-looking statements’”
within the meaning of the Private Securities Litigation
Reform Act of 1995. Actual results may differ materially
from those expressed or implied by these statements.

In some cases, our forward-looking statements can be

identified by the words ‘“‘anticipate,” *‘believe,”” *‘contin-
ue,” ‘“‘could,” “‘estimate,” “‘expect,” ‘‘forecast,” “‘goal,”
“intend,” ““may,” “‘objective,” “‘plan,” ‘‘potential,”
“predict,” ““‘projection,” ““should,” “‘will’’ or other similar

words. We have based our forward-looking statements

on our management’s beliefs and assumptions based on
information available to our management at the time the
statements are made. We caution you that assumptions,
beliefs, expectations, intentions and projections about
future events may and often do vary materially from ac-
tual results. Therefore, we cannot assure you that actual
results will not differ materially from those expressed or
implied by our forward-looking statements. Accordingly,
investors are cautioned not to place undue reliance on
any forward-looking information, including any earnings
guidance. Although we believe that the expectations re-
flected in the forward-looking statements are reasonable,
these expectations and the related statements are subject
to risks, uncertainties, and other factors that could cause
the actual results to differ materially from those project-
ed. These risks, uncertainties, and other factors include,
but are not limited to:

* industry cyclicality and seasonality and adverse
weather conditions;

» fluctuations in customer demand and other patterns;

e raw material pricing;

* competitive activity and pricing pressure;

» the ability to make strategic acquisitions accretive to
earnings, and general economic conditions affecting
the construction industry; and

» other risks detailed under the caption “‘Risk Factors”
in our Annual Report on Form 10-K as filed with the
Securities and Exchange Commission (“SEC”)

We expressly disclaim any obligations to release publicly
any updates or revisions to these forward-looking state-
ments to reflect any changes in our expectations.

OVERVIEW

NCI Building Systems, Inc. is one of North America’s
largest integrated manufacturers and marketers of
products for the non-residential construction industry. We
design, manufacture and market metal components and
engineered building systems and provide metal coil coat-

ing services primarily for non-residential construction use.

We manufacture and distribute extensive lines of metal
products for the non-residential construction market un-
der multiple brand names through a nationwide network
of plants and distribution centers. We sell our products
for both new construction and repair and retrofit applica-
tions. We follow an accounting calendar that incorporates
a four-four-five week calendar each quarter. In December
2005, we changed our fiscal year end, effective for fiscal
2006, from the Saturday closest to October 31 to the
Sunday closest to October 31, with each fiscal quarter
within the year ending on Sunday.

Metal components offer builders, designers, architects
and end-users several advantages, including lower long-
term costs, longer life, attractive aesthetics and design
flexibility. Similarly, engineered building systems offer
a number of advantages over traditional construction
alternatives, including shorter construction time, more ef-
ficient use of materials, lower construction costs, greater
ease of expansion and lower maintenance costs.

Sales and earnings are influenced by general
economic conditions, interest rates, the price of
steel relative to other building materials, the level
of non-residential construction activity, roof repair
and retrofit demand and the availability and cost of
financing for construction projects.

One of the primary challenges we face both short
and long-term is the volatility in the price of steel, the
primary raw material we use. Steel represented approxi-
mately 74% of our costs of goods sold in fiscal 2005.
The steel industry is cyclical in nature and steel prices
are influenced by numerous factors beyond our control,
including general economic conditions, competition,
labor costs, production costs, import duties and other
trade restrictions. Beginning in the second quarter of
fiscal 2004, there were unusually rapid and significant
increases in steel prices and severe shortages in the
steel industry due in part to increased demand from
China’s expanding economy and high energy prices.
Supply and prices from the domestic steel manufactur-
ers and available foreign spot purchases began stabiliz-
ing during our fourth fiscal quarter of fiscal 2004 and
largely stabilized during the second fiscal quarter of
fiscal 2005. However, since the end of our second fis-
cal quarter of fiscal 2005, scrap steel prices fell from
approximately $270 per ton to $140 per ton, and then
rebounded to approximately $230 per ton. While we
expect recent trends will continue into 2006 with antici-
pated weighted average steel price increases in the 9%
range, AMI has recently forecasted that steel prices may
remain flat and possibly soften in 2006. Because we
adjusted our contracts during fiscal 2004, particularly in
the engineered building systems segment, we are gener-
ally able to pass increases in our raw materials costs
through to our customers, which is a principal reason for
the increase in sales and operating income in spite of
increases in steel prices from fiscal 2003 to 2005.

While we have previously been successful in passing
on steel price increases, should steel prices increase at



a faster rate than prices for alternative building materi-
als, we may not be able to continue to pass steel price
increases through to our customers, which could have
an adverse effect on our sales. To mitigate future risks,
we have incorporated steel price adjustment clauses in
standard sales contracts. We do not have any long-term
contracts for the purchase of steel and normally do not
maintain an inventory of steel in excess of our current
production requirements. However, from time to time,
we may purchase additional inventory in advance of an-
nounced steel price increases.

In assessing the state of the metal construction
market, we rely upon various industry associations, third
party research, and various government reports such as
industrial production and capacity utilization. One such
industry association is the Metal Building Manufactur-
ers Association (“MBMA”), which provides summary
member sales information and promotes the design
and construction of metal buildings and metal roofing
systems. Another is McGraw-Hill Construction Informa-
tion Group, which we look to for reports of actual and
forecasted growth in various construction related indus-
tries, including the overall non-residential construction
market. McGraw-Hill Construction’s forecast for 2006
expects a total non-residential construction growth of
4% in square footage and 8% in dollar value.

We assess performance across our business seg-
ments by analyzing and evaluating (i) gross profit,
operating income and whether or not each segment has
achieved their projected sales goals, and (ii) nhon-finan-
cial efficiency indicators such as revenue per employee,
man hours per ton of steel produced and shipped tons
per employee. In assessing our overall financial perfor-
mance, we regard return on adjusted operating assets,
as well as growth in earnings per share, as key indica-
tors of shareholder value. Consequently, we pay man-
agement bonuses only if we achieve a return on adjusted
operating assets (“ROA”) of at least 15% in fiscal 2005
and 14% in fiscal 2006 or, for the senior executives, a
growth in earnings per share of at least 10%. Our bonus
program provides that ROA is calculated by dividing
EBIT plus deferred financing costs by assets, excluding
cash, deferred taxes and goodwill.

During fiscal 2005, we continued the execution of
our internal and external growth strategy by success-
fully completing (i) the acquisition of Heritage Building
Systems, Inc. (“Heritage”) and Steelbuilding.com, Inc.
(“Steelbuilding.com”) in an effort to increase our retail
sales and (ii) the buyout of our joint venture partner’s
49% interest in our Mexico operations to give us more
control and flexibility of that business. Both of these
transactions were completed in December 2004.

RESULTS OF OPERATIONS

The following table presents, as a percentage of sales, certain selected consolidated financial data for the periods

indicated:
Fiscal year ended
November 1, 2003 October 30, 2004 October 29, 2005

Sales ... 100.0% 100.0% 100.0%
Costofsales ......... ... .. ... .. ... .. .. 78.0 75.8 758

Grossprofit. .. ... ... .. ... .. ... .. ... 22.0 24.2 24.7
Selling, general and administrative expenses 15.6 15.2 585

Income from operations . .............. 6.4 9.0 9.2
Interestincome. .. .......... ... ... ... — — 0.4
Interest expense . . . ... (2.2) (1.4) (1.2)
Loss on debt refinancing. . . ................ — (0.9) —
Otherincome, net . ...................... — 0.2 0.1

Income before income taxes. . . .......... 4.2 6.9 8.5
Provision for income taxes ................. 1.7 2.7 B85

Netincome . ........ ... ... .......... 2.5% 4.2% 5.0%

SUPPLEMENTARY BUSINESS
SEGMENT INFORMATION

Our various product lines have been aggregated into
three business segments: metal components, engi-
neered building systems and metal coil coating. These
aggregations are based on the similar nature of the
products, distribution channels, and management and
reporting for those products. All segments operate pri-
marily in the non-residential construction market. Sales
and earnings are influenced by general economic condi-
tions, the level of non-residential construction activity,
metal roof repair and retrofit demand and the availability
and terms of financing available for construction. The
reporting segments follow the same accounting policies
used for our consolidated financial statements.

Products of all business segments are similar in basic
raw materials used. The metal component segment prod-
ucts include metal roof and wall panels, doors, metal
partitions, metal trim and other related accessories.

The engineered building systems segment includes the
manufacturing of main frames, Long Bay® Systems
and supplies and value added engineering and drafting,

which are typically not part of metal components

or metal coil coating products or services. Metal coil
coating consists of cleaning, treating, painting and
slitting continuous steel coils before the steel is fabri-
cated for use by various industrial users. We believe
we have one of the broadest offerings of products in
the metal construction industry.

Intersegment sales are based on weighted average
costs and consist of components provided by the metal
components segment to the engineered building sys-
tems segment, main frames provided by the engineered
building systems segment to the metal components seg-
ment, and hot roll, light gauge painted, and slit material
and other services provided by the metal coil coating
segment to both of the metal components and engi-
neered building systems segments. This provides better
customer service, shorter delivery time and minimizes
transportation costs to the customer. Segment informa-
tion is included in the three-year comparison in Note 18
of the consolidated financial statements.



Sales:

Metal components. . . ......... . ...
Engineered building systems

Metal coil coating

Intersegment sales

Total net sales

Operating income:

Metal components. . . .......... ... ...
Engineered building systems

Metal coil coating

Corporate

Total operating income (% of sales) ............

Unallocated other expense. . . ....................
Income before incometaxes . .................

Total assets as of fiscal year end 2004 and 2005:

Metal components. . . .......... ...
Engineered building systems

Metal coil coating

Corporate

Total assets

SALES TO OUTSIDE CUSTOMERS, OPERATING INCOME AND TOTAL ASSETS
The following table represents sales to outside customers, operating income and total assets attributable to these business segments
for the periods indicated (in thousands, except percentages):

2003 % 2004 % 2005 %
$ 518,587 58 $ 637,685 59 $ 681,778 60
310,491 35 407,483 37 446,307 39
175,410 19 234,886 22 232,648 21
(106,338) (12) (195,191) (18) (230,667) (20)
$898,150 100 $ 1,084,863 100 $ 1,130,066 100
$ 45,851 9 $ 76,724 12 $ 79,223 12
18,055 6 31,340 8 44,865 10
21,204 12 26,444 11 20,157 9
(27,947) — (37,532) — (39,775) =
$ 57,163 6 $ 96,976 9 $ 104,470 9
19,605 22,319 8,259
$ 37,558 $ 74,657 $ 96,211
............................... $ 323,026 41 $ 360,793 36
............................... 223,418 28 250,653 25
............................... 196,762 25 155,009 16
............................... 43,220 6 223,764 23
............................... $ 786,426 100 $ 990,219 100

RESULTS OF OPERATIONS FOR
FISCAL 2005 COMPARED TO FISCAL 2004

Consolidated sales for each of fiscal 2005 and 2004
were $1.1 billion. Sales were relatively flat compared
to last year due to an increase in selling prices result-
ing from steel cost increases, partially offset by lower
tonnage volumes in all segments. Intersegment sales in
fiscal 2005 of $230.7 million represent products and
services provided among the three segments for metal
components, engineered building systems and metal
coil coating of $86.7 million, $22.1 million and $121.9
million, respectively.

Metal components sales for fiscal 2005 increased
$44.1 million to $681.8 million from $637.7 million
for fiscal 2004. Sales to third parties for fiscal 2005

increased to $595.1 million from $576.8 million for
fiscal 2004. Of the $44.1 million increase, $18.3 million
represents an increase in third party sales and was pri-
marily attributed to adjusting our prices to compensate
for higher steel prices, partially offset by lower tonnage
volumes. The remaining $25.8 million represents an
increase in intersegment sales.

Operating income of the metal components segment
increased 3% in fiscal 2005 to $79.2 million from $76.7
million for fiscal 2004. The $2.5 million increase was
primarily attributed to higher gross margins of $8.4
million driven primarily by higher average prices, par-
tially offset by an increase of $5.9 million in selling and
administrative expenses. The increase in selling and ad-
ministrative expenses resulted primarily from 11 months
of expense related to Heritage and Steelbuilding.com

subsequent to the December 2004 acquisition, partially
offset by a decrease of $2.6 million in the provision for
doubtful accounts.

Engineered building systems sales for fiscal 2005
increased $38.8 million to $446.3 million from $407.5
million for fiscal 2004. Sales to third parties for fiscal
2005 increased to $424.2 million from $385.2 million
for fiscal 2004. Of the $38.8 million increase, $39.0 mil-
lion represents an increase in third party sales and was
primarily attributed to adjusting our prices to compen-
sate for higher steel prices, partially offset by lower ton-
nage volumes. The remaining $0.2 million decrease in
sales represents a decrease in intersegment sales from
fiscal 2004 to fiscal 2005.

Operating income of the engineered building systems
segment increased 43% in fiscal 2005, to $44.9 million,



compared to $31.3 million for the prior year. This $13.6
million increase resulted primarily from a $15.5 million
increase in gross profit attributable to adjusting our pric-
es to compensate for higher steel prices, partially offset
by a $1.9 million increase in selling and administrative
expenses. The increase in selling and administrative
expenses was primarily due to increases in engineering
expenses of $1.4 million and selling expenses of $3.1
million partially offset by a decrease in administrative
expenses of $2.6 million. The decrease in administrative
expenses was primarily due to decreases in bonus ex-
pense of $1.0 million, health insurance of $1.0 million
and general liability insurance of $0.7 million.

Metal coil coating sales for fiscal 2005 decreased
1%, to $232.6 million from $234.9 million in fiscal
2004. Sales to third parties for fiscal 2005 decreased to
$110.8 million from $122.8 million for fiscal 2004. This
decrease was primarily attributed to shifting production
capacity to internal uses for the metal components and
engineered building systems segments and an overall
softening in the market. Intersegment sales increased
9%, to $121.9 million in fiscal 2005 compared to
$112.1 million for the prior year’s period.

Prior to the third quarter of fiscal 2004, a portion
of the revenue for the metal coil coating segment was
recognized upon completion of the painting process for
consigned coils owned by the customer, which in most
cases were steel mills. This accounting treatment met
the criteria to be recognized as revenue in accordance
with SEC Staff Accounting Bulletin No. 101. In 2004,
many steel mills that traditionally had consigned steel
coils to us in this manner abandoned that procedure,
resulting in purchasing and recognizing steel coils as
inventory upon the arrival of such raw materials at our
coil coating plants. As a result, during the third quar-
ter of fiscal 2004, we changed our policy to recognize
revenue upon shipment of the coils from the coil coating
facilities to third parties. The impact of the accounting
change during the third quarter of 2004, which was not
material, was a reduction to our revenues and operating
income of approximately $4.5 million and $0.8 million,
respectively. This change would not have had a mate-
rial effect on any prior periods presented and is not
expected to materially affect future results.

Operating income of the metal coil coating segment
decreased 23%, to $20.2 million, compared to $26.4
million for the prior year. The $6.2 million decrease is
attributable to lower margins of $6.6 million partially
offset by a decrease of $0.4 million in selling and ad-
ministrative expenses.

Consolidated selling, general and administrative ex-
penses increased to $174.9 million in fiscal 2005 from

$165.2 million for the prior year due to an additional
$10.0 million of general and administrative expense that
resulted from the acquisition of Heritage and Steelbuild-
ing.com, as well as a $3.0 million increase in restricted
stock expense, partially offset by a lower provision for
doubtful accounts of $2.5 million. As a percent of sales,
selling, general and administrative expenses for both
fiscal 2005 and fiscal 2004 were 15%.

Consolidated interest expense for fiscal 2005 de-
creased by 4%, to $14.5 million compared to $15.1 mil-
lion for the prior year. This decrease was primarily due
to the lower interest rate attributable to the refinancing
of the senior secured credit facility as compared to that
of the 9.25% convertible senior subordinated notes that
were redeemed during the third quarter of fiscal 2004.

Consolidated provision for income taxes for fiscal 2005
increased 35%, to $40.3 million compared to $29.8
million for the prior year. Of the increase, approximately
$9.0 million is related to the $21.6 million increase in
pre-tax earnings. The remaining $1.5 million is attrib-
uted to the increase in the effective tax rate in fiscal
2005 to 41.8% compared to 39.9% for the prior year.
Included in the effective tax rate were income tax adjust-
ments totaling $1.8 million primarily related to previous-
ly unrecognized differences between the book and tax
basis differences in fixed assets of $1.5 million. These
adjustments were partially offset by a reversal of an ac-
crual for tax contingencies of $1.0 million. Also included
in the effective tax rate were several other items that
were immaterial individually and in the aggregate to the
financial statements in the current or previous periods.

RESULTS OF OPERATIONS FOR
FISCAL 2004 COMPARED TO FISCAL 2003

Consolidated sales for fiscal 2004 were $1.1 billion com-
pared with $898.2 million for fiscal 2003. Sales were
up 21% primarily due to an increase in selling prices
resulting from steel cost increases, and higher demand
primarily in the engineered building systems segment.
Higher tonnage volumes were driven by an improving
market for non-residential construction. Intersegment
sales in fiscal 2004 of $195.2 million represent prod-
ucts and services provided among the three segments
for metal components, engineered building systems and
metal coil coating of $60.9 million, $22.2 million and
$112.1 million, respectively.

Metal components sales for fiscal 2004 increased
$119.1 million to $637.7 million from $518.6 million
for fiscal 2003. Sales to third parties for fiscal 2004
increased to $576.8 million from $473.5 million for

fiscal 2003. Of the $119.1 million increase, $103.3 mil-
lion represents an increase in third party sales and was
primarily attributed to the increase in selling prices due
to steel cost increases experienced during fiscal 2004.
The remaining $15.8 million represents an increase in
intersegment sales.

Operating income of the metal components segment
increased 67% in fiscal 2004 to $76.7 million from
$45.9 million for fiscal 2003. The $30.8 million increase
was attributable to higher gross margins of $39.9 mil-
lion driven primarily by higher sales prices and leverag-
ing fixed manufacturing costs, offset by an increase of
$9.1 million in selling and administrative expenses con-
sisting of the inclusion of Able for twelve months in fis-
cal 2004 versus six months in fiscal 2003 when acquired
($3.2 million), and increases in employee benefits ($3.3
million), outside services ($1.4 million), advertising
expenses ($0.6 million), provision for doubtful accounts
($0.3 million) and research and development costs ($0.2
million) and other expenses ($0.1 million).

Engineered building systems sales for fiscal 2004
increased $97.0 million to $407.5 million from $310.5
million for fiscal 2003. Sales to third parties for fiscal
2004 increased to $385.2 million from $297.3 million
for fiscal 2003. Of the $97.0 million increase, $87.9 mil-
lion represents an increase in third party sales and was
primarily attributed to renegotiating some existing back-
log to incorporate steel price increases into our pricing
and incorporating such higher prices into new contracts.
The remaining $9.1 million represents an increase in
intersegment sales from fiscal 2003 to fiscal 2004.

Operating income of the engineered building systems
segment increased 74% in fiscal 2004, to $31.3 million,
compared to $18.0 million for the prior year. The $13.3
million increase is attributable to $23.3 million gross
margin on the additional sales offset by a $5.5 million
decrease in margins due to the lower priced backlog,
which limited our ability to pass through all steel price
increases to our customers, and an increase of $4.5
million in selling and administrative expenses consisting
of increases in employee benefits ($4.8 million), com-
missions ($1.5 million) and engineering expenses ($0.8
million), offset by a lower provision for doubtful accounts
compared to the prior year for our Mexico operations
($2.5 million) and decreases in other expenses ($0.1
million).

Metal coil coating sales for fiscal 2004 increased
34%, to $234.9 million from $175.4 million in fiscal
2003. Sales to third parties for fiscal 2004 decreased to
$122.8 million from $127.3 million for fiscal 2003. This
decrease was primarily attributed to shifting production
capacity to internal uses for the metal components and



engineered building systems segments and an overall
softening in the market. Intersegment sales increased
133%, to $112.1 million in fiscal 2004 compared to
$48.1 million for the prior year’s period.

Prior to the third quarter of fiscal 2004, a portion
of the revenue for the metal coil coating segment was
recognized upon completion of the painting process for
consigned coils owned by the customers, which in most
cases were steel mills. This accounting treatment met
the criteria to be recognized as revenue in accordance
with SEC Staff Accounting Bulletin No. 101. In 2004,
many steel mills which traditionally had consigned steel
coils to us in this manner abandoned that procedure,
resulting in purchasing and recognizing steel coils as
inventory upon the arrival of such raw materials at our
coil coating plants. As a result, during the third quarter of
fiscal 2004, we changed our policy to recognize revenue
upon shipment of the coils from the coil coating facilities
to third parties. The impact of the accounting change
during the third quarter of 2004, which was not material,
was a reduction to our revenues and operating income of
approximately $4.5 million and $0.8 million, respectively.
This change would not have had a material effect on any
prior periods presented and is not expected to materially
affect future results.

Operating income of the metal coil coating segment
increased 25% in fiscal 2004, to $26.4 million compared
to $21.2 million for the prior year. The $5.2 million
increase is attributable to higher margins of $7.8 million
due to higher prices and significantly increased plant
efficiency as intercompany sales volume increased 133%
from $48.1 million for fiscal 2003 to $112.1 million for
fiscal 2004. This was offset by a $0.9 million impact
due to a decrease in external sales and a $1.7 million
increase in selling and administrative expenses consisting
of increases in employee benefits ($0.9 million), outside
services ($0.3 million), provision for doubtful accounts
($0.3 million) and other expenses ($0.2 million).

Consolidated selling, general and administrative expenses
increased to $165.2 million in fiscal 2004 from $140.4
million for the prior year due to increases in employee
benefits ($14.7 million), outside services ($3.7 million),
the inclusion of Able for twelve months in fiscal 2004
versus six months in fiscal 2003 ($3.2 million), commis-
sions ($1.5 million), engineering expenses (0.8 million),
advertising expenses ($0.6 million), offset by a higher
provision for doubtful accounts in the prior year for our
Mexico operations ($2.5 million). As a percent of sales,
selling, general and administrative expenses for fiscal
2004 were 15% compared to 16% for fiscal 2003.

Consolidated interest expense for fiscal 2004 decreased
by 24%, to $15.1 million compared to $19.8 million
for the prior year. This decline was primarily due to a
decrease in outstanding debt for the year of $32.1 mil-
lion and reduced interest rates resulting from the debt
refinancing completed during the third quarter of fiscal
2004.

Loss on debt refinancing for fiscal 2004 was $9.9 million
and consisted of a premium paid on the redemption of
the Company’s 9.25% convertible senior subordinated
notes of $5.8 million and the write off of the unamor-
tized deferred financing costs on the old credit facilities
of $4.1 million because of the debt refinancing complet-
ed during the third quarter of fiscal 2004.

Consolidated provision for income taxes for fiscal 2004
increased 102%, to $29.8 million compared to $14.8
million for the prior year. This increase was primarily due
to an increase in income before taxes as the effective rate
was 39.9% and 39.3% for 2004 and 2003, respectively.

LIQUIDITY AND CAPITAL RESOURCES

General
For fiscal 2005, our cash and cash equivalents increased
$192.5 million to $200.7 million at the end of fiscal
2005 from $8.2 million at the end of fiscal 2004. The
increase resulted from cash provided by operating activi-
ties of $118.3 million in fiscal 2005 versus $23.7 million
in fiscal 2004, and cash provided by financing activities
of $120.0 million in fiscal 2005 versus cash used in
financing activities of $23.7 million in fiscal 2004. These
amounts were partially offset by $45.8 million used in
investing activities in fiscal 2005. The increase in cash
provided by operating activities in fiscal 2005 of $94.5
million is primarily related to decreases in inventory,
which resulted from improved inventory management,
and accounts receivable, which reflects improved collec-
tions. The increase in financing activities in fiscal 2005
of $143.7 million resulted primarily from our issuance
of $180 million aggregate principal amount of convert-
ible senior subordinated notes due 2024 (the “Notes”)
partially offset by payments of $23.7 million on borrow-
ings, $5.0 million in deferred financing costs and $40.7
million for purchase of treasury stock. The increase in
cash used in investing activities of $39.8 million in fiscal
2005 resulted primarily from cash paid for acquisitions
and capital expenditures of $27.4 million and $19.5 mil-
lion, respectively.

We invest our excess cash in commercial paper with
maturities up to 90 days and with a rating of not less
than A-1 or P-1.

Debt

In June 2004, we completed a $325 million senior
secured credit facility with a group of lenders and used
the initial borrowings to repay in full our then existing
credit facility and redeem our $125 million of convert-
ible senior subordinated notes due 2009. We believe
that our current senior secured credit facility provides
us with increased financial flexibility and decreased bor-
rowing costs. The current facility includes a $125 million
five-year revolving loan maturing on June 18, 2009 and
a $200 million, six-year term loan maturing on June 18,
2010. The term loan requires mandatory prepayments
of $0.5 million each quarter beginning in November
2004 with a final payment of $188.5 million at matu-
rity. At October 29, 2005, no amounts were outstanding
under revolving loan agreements and $193 million was
outstanding under the term loan.

In October 2005, we amended our senior secured
credit facility. The amendments, among other things,

(i) provided a permanent waiver of the mandatory prepay-
ment provision that pertained to the $180 million Notes
issued in November 2004, (ii) reduced the applicable
margin for term loans from 2.0% to 1.5% for LIBOR loans
and from 1.0% to 0.5% for base rate loans, (iii) increased
the restricted payments basket from $25.0 million plus
25% of net income to $35.0 million plus 25% of net in-
come and (iv) accelerated the scheduled step-down of the
maximum senior leverage ratio to 3.0:1 from May 2007
to the date of the amendment.

Loans on the senior secured credit facility bear inter-
est, at our option, as follows: (1) base rate loans at the
base rate plus a margin, which for term loans is 0.5%
and for revolving loans fluctuates based on our leverage
ratio and ranges from 0.25% to 1.25% and (2) LIBOR
loans at LIBOR plus a margin, which for term loans is
1.50% and for revolving loans fluctuates based on our
leverage ratio and ranges from 1.25% to 2.25%. Base
rate is defined as the higher of the Wachovia Bank,
National Association prime rate or the overnight Federal
Funds rate plus a margin, which for term loans is 0.50%
and for revolving loans fluctuates based on our leverage
ratio and ranges from 0.25% to 1.25%, and LIBOR is
defined as the applicable London interbank offered rate
adjusted for reserves. Based on our current leverage
ratios, we will pay a margin of 0.75% on base rate loans
and 1.75% on LIBOR loans under the revolving loan and
a margin of 0.50% on base rate loans and 1.50% on
LIBOR loans under the term loan during the first quarter
of fiscal 2006.

The senior secured credit facility is secured by
(1) 100% of our accounts receivable, inventory and
equipment and related assets such as our software,



chattel paper, instruments and contract rights (excluding
foreign operations) and (2) 100% of the capital stock
and other equity interests in each of our direct and
indirect operating domestic subsidiaries and 65% of the
capital stock in each of our foreign subsidiaries.

The senior secured credit facility requires compliance
with various covenants and provisions customary for
agreements of this nature, including a minimum ratio
of Consolidated EBITDA (as defined in the senior secured
credit facility) to interest expense of four to one and maxi-
mum ratios of total debt and senior debt to Consolidated
EBITDA of four to one and three to one, respectively.

The senior secured credit facility also restricts our
ability to undertake additional debt or equity financing.

Borrowings under the senior secured credit facility
may be repaid at any time and the voluntary reduction
of the unutilized portion of the five-year revolver may be
made at any time, in certain amounts, without premium
or penalty but subject to LIBOR breakage costs. We are
required to make mandatory payments on the senior
secured credit facility upon the occurrence of certain
events, including the sale of assets and the issuance
and sale of equity securities, in each case subject to
certain limitations and conditions. These payments must
first be applied to the term loan and then to the reduc-
tion of the revolving commitment.

At October 30, 2004 and October 29, 2005, we had
approximately $104 million and $118 million, respec-
tively, in unused borrowing capacity (net of letters of
credit outstanding of approximately $5 million and
$7 million, respectively) under the senior secured credit
facility, of which a total of $20 million may be utilized
for standby letters of credit.

In November 2004, we completed an offering of
$180 million aggregate principal amount of 2.125%
convertible senior subordinated notes due 2024 (the
“Notes”) with interest payable semi-annually. Interest
on the Notes is not deductible for income tax pur-
poses, which creates a permanent tax difference that is
reflected in our effective tax rate. The Notes are general
unsecured obligations and are subordinated to our
present and future senior indebtedness.

We have the right to redeem the Notes, beginning
on November 20, 2009, for a price equal to 100% of
the principal amount plus accrued and unpaid inter-
est, if any. Each holder has the right to require that
we repurchase the Notes after five, 10 and 15 years at
100% of the principal amount plus accrued and unpaid
interest, if any, beginning November 15, 2009. Upon the
occurrence of certain designated events, holders of the
Notes will also have the right to require that we purchase
all or some of their Notes at a redemption price equal

to 100% of the principal amount plus accrued and
unpaid interest, if any, and, in certain circumstances,

a make whole premium. We must pay the repurchase
price of the aggregate principal amount of the Notes
in cash unless prohibited by limitations imposed by our
existing or future senior credit agreements. The Notes
are convertible into cash or, in certain circumstances, a
combination of cash and shares of our common stock,
at a ratio of 24.9121 shares of common stock per
$1,000 principal amount notes, which is equivalent to
an initial conversion price of approximately $40.14 per
common share. The ratio is subject to adjustments if
certain events take place, and conversion may only oc-
cur if the closing sale price per common share exceeds
120% of the conversion price for at least 20 trading
days in the 30 consecutive trading day period ending on
the last trading day of the preceding calendar quarter
or if certain other conditions are met. At October 29,
2005, $180 million principal amount of the Notes was
outstanding.

Cash Flow

We periodically evaluate our liquidity requirements, capi-
tal needs and availability of resources in view of, among
other things, inventory levels, expansion plans, debt
service requirements and other operating cash needs.
To meet our short- and long-term liquidity requirements,
including payment of operating expenses and repay-

ing debt, we rely primarily on cash from operations.
However, we have recently, as well as in the past, sought
to raise additional capital and may do so again in the
future.

Historically since 1999, cash generated from opera-
tions and from sales of assets and investments has
generated sufficient cash to fund acquisitions completed
prior to fiscal 2005 for an aggregate of approximately
$62 million and to repay an aggregate of $372 million
of the $565 million of long-term indebtedness outstand-
ing after the acquisition of Metal Building Components,
Inc. and California Finished Metals, Inc. in May 1998.
We expect that, for the foreseeable future, cash gener-
ated from operations, sales of assets no longer needed
for efficient operations and the available borrowings
under our senior secured credit facility as well as the net
proceeds from our offering of the Notes will be sufficient
to provide us the ability to fund our operations, provide
the increased working capital necessary to support
expected growth, fund planned capital expenditures of
approximately $29 million for fiscal 2006 and expansion
when needed, and pay scheduled interest and principal
payments on our indebtedness. To the extent that the
net proceeds of approximately $176 million from our of-

fering of the Notes are insufficient to fund acquisitions,
we may be required to obtain funds from other sources,
which may include refinancing or increasing our senior
debt facility and issuing public or private debt or equity,
or a combination thereof, all of which will be dependent
upon our continued compliance with the financial and
other covenants in our existing senior secured credit
facility and the indenture for the Notes. We expect that,
to the extent we are unable to pay in full any outstand-
ing balance of the revolving portion of our senior secured
credit facility by its maturity date in June 2009, or the
$188.5 million final installment on our term loan by its
maturity date in June 2010, we will refinance any then
outstanding balance by means of a new senior credit
facility or other public or private equity or debt financ-
ings. There can be no assurance that any of these
external sources of funds will be available to us at the
time they are needed or that any of those financings

can be arranged on acceptable terms, or terms as
favorable as those now enjoyed by us under our

existing indebtedness.

Inflation

Inflation has not significantly affected our financial posi-
tion or operations over the last three fiscal years. Metal
components and engineered building systems sales are
affected more by the availability of funds for construc-
tion and interest rates. No assurance can be given that
inflation or interest rates will not fluctuate significantly,
either or both of which could have an adverse effect on
our operations.

Steel Prices

Our business is heavily dependent on the prices and
supply of steel, which is the principal raw material used
in our products. The steel industry is highly cyclical

in nature, and steel prices have been volatile in recent
years and may remain volatile in the future. Steel prices
are influenced by numerous factors beyond our control,
including general economic conditions, competition,
labor costs, production costs, import duties and other
trade restrictions. Beginning in the second quarter of
fiscal 2004, there were unusually rapid and significant
pricing increases and severe shortages in the steel
industry due in part to increased demand from China’s
expanding economy and high energy prices. Supply
and prices from the domestic steel manufacturers and
available foreign spot purchases began stabilizing at
high relative volumes during our fourth fiscal quarter in
2004. Pricing increases for sheet, hot roll and struc-
tural steel abated during much of fiscal 2005. However,
that abatement ended with steel price increases in



October 2005. Overall, our weighted average cost of
steel decreased in fiscal 2005 compared to fiscal 2004.
Based on our belief that demand for non-residential con-
struction building materials will increase in fiscal 2006
over fiscal 2005, we expect to see moderate steel price
increases during fiscal 2006. We do not have any long-
term contracts for the purchase of steel and normally
do not maintain an inventory of steel in excess of our
current production requirements. However, from time to
time, we may purchase steel in advance of announced
steel price increases. We can give no assurance that
steel will remain available or that prices will not continue
to be volatile. While most of our contracts have escala-
tion clauses that allow us, under certain circumstances,
to pass along all or a portion of increases in the price of
steel after the date of the contract but prior to delivery,
we may, for competitive or other reasons, not be able to
pass such price increases along. If the available supply
of steel declines, we could experience price increases
that we are not able to pass on to our customers, a
deterioration of service from our suppliers or interrup-

tions or delays that may cause us not to meet delivery
schedules to our customers. Any of these problems
could adversely affect our results of operations and
financial condition.

We rely on a few major suppliers for our supply of
steel, and may be adversely affected by the bankruptcy,
financial condition or other factors affecting those
suppliers. During 2001 and 2002, our primary steel
suppliers, Bethlehem Steel Corporation and National
Steel Corporation, respectively, filed for protection under
Federal bankruptcy laws. During the third quarter of
fiscal 2003, U.S. Steel bought substantially all of the
integrated steel-making assets of National Steel, and
International Steel Group, Inc. (“ISG”) acquired the as-
sets of Bethlehem Steel. During April 2005, Mittal Steel
USA purchased ISG. During fiscal 2005, we purchased
approximately 38% of our steel requirements from ISG.
A prolonged labor strike against one or more of our prin-
cipal domestic suppliers could have a material adverse
effect on our operations. Furthermore, if one or more of
our current suppliers is unable for financial or any other

reason to continue in business or to produce steel suf-
ficient to meet our requirements, essential supply of our
primary raw materials could be temporarily interrupted
and adversely affect our business.

OFF-BALANCE SHEET ARRANGEMENTS

As part of our ongoing business, we do not participate
in transactions that generate relationships with uncon-
solidated entities or financial partnerships, such as
entities often referred to as structured finance or special
purpose entities (“SPEs”), which would have been estab-
lished for the purpose of facilitating off-balance sheet
arrangements or other contractually narrow or limited
purposes. As of October 29, 2005, we were not involved
in any material unconsolidated SPE transactions.

CONTRACTUAL OBLIGATIONS

The following table shows our known contractual obligations as of October 29, 2005 (in thousands):

Contractual Obligation

Totaldebt......... ... ... .. .. ... . ... .
Operatingleases. .. .......... ...
Purchase obligations @ . . ... ... ... ... ... ... . ...
Other long-term obligations @ . . . .................

Total contractual obligations . . . ..................

Payments due by period

Total Less than 1 year 1-3 years 4-5 years More than 5 years
$ 373,000 $ 2,000 $ 6,000 $ 185,000 $ 180,000
23,716 6,137 9,713 4,929 2,937
6,370 5,553 817 - -
6,570 445 1,190 1,290 3,645
$ 409,656 $ 14,135 $ 17,720 $ 191,219 $ 186,582

(1) Includes various agreements for steel delivery obligations, gas contracts and telephone service obligations. In general, purchase orders issued in the normal course
of business can be terminated in whole or part for any reason without liability until the product is received.
(2) Includes contractual payments to or on behalf of former executives and projected supplemental retirement benefits for certain of our current executive officers.



CONTINGENT LIABILITIES AND COMMITMENTS

We are required to have standby letters of credit as a
collateral requirement of our insurance carrier for our
projected exposure for worker’s compensation, general
liability and auto claims. For all insurance carriers, the
total standby letters of credit are approximately $5 mil-
lion and $7 million at October 30, 2004 and October 29,
2005, respectively. We also have a total of $20 million
available for letters of credit under our current senior
secured credit facility.

CRITICAL ACCOUNTING POLICIES

Our consolidated financial statements are prepared in
accordance with accounting principles generally ac-
cepted in the U.S., which require us to make estimates
and assumptions that affect the reported amounts of
assets and liabilities and related disclosure of con-
tingent assets and liabilities. On an ongoing basis, we
evaluate our estimates, including those related to bad
debts, inventory obsolescence, property and equipment,
intangible assets and goodwill, income taxes, worker’s
compensation insurance and contingent liabilities. Our
significant accounting policies are disclosed in Note 2
to our consolidated financial statements. The follow-

ing discussion of critical accounting policies addresses
those policies that are both important to the portrayal
of our financial condition and results of operations and
require significant judgment and estimates. We base our
estimates and judgment on historical experience and on
various other factors that are believed to be reasonable
under the circumstances. Actual results may differ from
these estimates under different assumptions or condi-
tions.

Revenue Recognition

We recognize revenues when all of the following condi-
tions are met: persuasive evidence of an arrangement
exists, delivery has occurred or services have been
rendered, the price is fixed or determinable, and collect-
ibility is reasonably assured. Generally, these criteria are
met at the time product is shipped or services are com-
plete. Provisions are made upon the sale for estimated
product returns. Costs associated with shipping and
handling our products are included in cost of sales.

Self Insurance Accruals

We are self insured for a substantial portion of the cost
of employee group health insurance and for the cost of

workers’ compensation benefits. We purchase insurance

from third parties that provides individual and aggre-
gate stop loss protection for these costs. Each report-
ing period, we record the costs of our health insurance
plan, including paid claims, an estimate of the change
in incurred but not reported (“IBNR”) claims, taxes and
administrative fees (collectively the “Plan Costs”) as
general and administrative expenses in our consolidated
statements of operations. The estimated IBNR claims
are based upon (i) a recent average level of paid claims
under the plan, (ii) an estimated lag factor and (iii) an
estimated growth factor to provide for those claims that
have been incurred but not yet paid. For workers’ com-
pensation costs, we monitor the number of accidents
and the severity of such accidents to develop appropri-
ate estimates for expected costs to provide both medical
care and benefits during the period an employee is
unable to work. These accruals are developed using third
party estimates of the expected cost and length of time
an employee will be unable to work based on industry
statistics for the cost of similar disabilities. This statisti-
cal information is trended to provide estimates of future
expected costs based on factors developed from our
experience of actual claims cost compared to original
estimates.

We believe that the assumptions and information
used to develop these accruals provide the best basis
for these estimates each quarter because as a gen-
eral matter, the accruals have historically proven to be
reasonable and accurate. However, significant changes
in expected medical and health care costs, negative
changes in the severity of previously reported claims
or changes in laws that govern the administration of
these plans could have an impact on the determination
of the amount of these accruals in future periods. We
expensed approximately $19 million and $17 million for
health insurance in fiscal 2004 and 2005, respectively,
and $4 million and $3 million for workers’ compensa-
tion in fiscal 2004 and fiscal 2005, respectively. The
health insurance accrual balance was $6.0 million and
$2.9 million at October 30, 2004 and October 29, 2005,
respectively, and the workers’ compensation accrual bal-
ance was $5 million and $4 million at October 30, 2004
and October 29, 2005, respectively. In fiscal 2004 and
prior years, we based our health insurance accrual on at
least three months for claims submitted. With improve-
ments in technology, claims processing improved with
claims being submitted, processed and paid in a much
shorter time frame. As such, in fiscal 2005, we changed
our methodology on a prospective basis for determin-
ing the amount of health insurance accrual to one that
considers claims growth and claims lag, which is the
length of time between the incurred date and processing

date. The change in methodology resulted in a reduction
of our health insurance accrual of approximately $3.0
million in fiscal 2005 over fiscal 2004. For the health
insurance accrual, a change of 10% in the lag assump-
tion would result in a financial impact of $0.3 million.

Goodwill

We perform a test for impairment of our goodwill annu-
ally as prescribed by SFAS No. 142, Goodwill and Other
Intangible Assets. The fair value of our reporting units is
based on a blend of estimated discounted cash flows,
publicly traded company multiples and acquisition
multiples. Estimated discounted cash flows are based
on projected sales and related cost of sales. Publicly
traded company multiples and acquisition multiples are
derived from information on traded shares and analysis
of recent acquisitions in the marketplace, respectively,
for companies with operations similar to ours. Changes
in assumptions used in the fair value calculation could
result in an estimated reporting unit fair value that is
below the carrying value, which may give rise to an
impairment of goodwill.

In addition to the annual review, we also test for im-
pairment whenever events or changes in circumstances
indicate that such carrying values may not be recover-
able. Unforeseen events, changes in circumstances and
market conditions and material differences in the value
of intangible assets due to changes in estimates of
future cash flows could negatively affect the fair value of
our assets and result in a non-cash impairment charge.
Some factors considered important that could trigger
an impairment review include the following: significant
underperformance relative to expected historical or
projected future operating results, significant changes
in the manner of our use of the acquired assets or the
strategy for our overall business and significant negative
industry or economic trends.

Allowance for Doubtful Accounts

Our allowance for doubtful accounts reflects reserves for
customer receivables to reduce receivables to amounts
expected to be collected. Management uses significant
judgment in estimating uncollectible amounts. In esti-
mating uncollectible amounts, management considers
factors such as current overall economic conditions, in-
dustry-specific economic conditions, historical customer
performance and anticipated customer performance.
While we believe these processes effectively address our
exposure for doubtful accounts and credit losses have
historically been within expectations, changes in the
economy, industry, or specific customer conditions may
require adjustments to the allowance for doubtful ac-



counts. During fiscal years 2003, 2004 and 2005,

we established new reserves for doubtful accounts of
$3.8 million, $2.8 million and $0.3 million, respectively.
Additionally, in each of the three fiscal years ended
October 29, 2005, we wrote off uncollectible accounts
of $1.4 million, $1.7 million and $1.3 million, respec-
tively, all of which had been previously reserved.

Contingencies

We establish reserves for estimated loss contingencies
when we believe a loss is probable and the amount of
the loss can be reasonably estimated. Our contingent
liability reserves are related primarily to litigation (See
Legal Proceedings). Revisions to contingent liability
reserves are reflected in income in the period in which
different facts and circumstances change that affect
our previous assumptions with respect to the likelihood
or amount of loss. Reserves for contingent liabilities
are based upon our assumptions and estimates regard-
ing the probable outcome of the matter. We estimate
the probable cost by evaluating historical precedent
as well as the specific facts relating to each particular
contingency (including the opinion of outside advisors,
professionals and experts). Should the outcome differ
from our assumptions and estimates or other events
result in a material adjustment to the accrued esti-
mated reserves, revisions to the estimated reserves for
contingent liabilities would be required and would be
recognized in the period the new information becomes
known.

RECENT ACCOUNTING
PRONOUNCEMENTS

In May 2005, the FASB issued SFAS 154, Accounting
Changes and Error Corrections, which requires retrospec-
tive application to all prior period financial statements
presented for voluntary changes in accounting principle
unless it is impracticable. This statement replaces APB
20, Accounting Changes, and SFAS 3, Reporting Account-
ing Changes in Interim Financial Statements, though it
carries forward the guidance in those pronouncements
with respect to accounting for changes in estimates,
changes in reporting entity and the correction of er-
rors. SFAS 154 is effective for accounting changes and
corrections of errors made in fiscal years beginning
after December 15, 2005. We will adopt SFAS 154
effective October 30, 2006, the beginning of our fiscal
2007, and we do not expect the adoption of this state-
ment to have an impact on our consolidated financial
position, results of operations or cash flows.

In December 2004, the FASB issued SFAS 153, Ex-
changes of Nonmonetary Assets — An Amendment of APB
Opinion No. 29. The APB opinion required that the asset
acquired in an exchange transaction be accounted for
based on the recorded value of the asset relinquished.
The amendment in SFAS 153 states that the asset
acquired be accounted for at fair value and should not
consider the recorded value of the asset relinquished
in the exchange. In addition, the amendments eliminate
the narrow exception for nonmonetary exchanges of
similar productive assets and replace it with a broader
exception for exchanges of nonmonetary assets that
do not have “commercial substance.” A nonmonetary
exchange has commercial substance if the future cash
flows of the entity are expected to change significantly
as a result of the exchange. The provisions of this
statement are effective for nonmonetary exchanges oc-
curring in fiscal periods beginning after June 15, 2005.
We will adopt the provisions of this statement effective
October 30, 2005, the beginning of our fiscal 2006,
and we do not expect the adoption to have an impact
on our financial condition, results of operations or cash
flows.

In November 2004, the FASB issued SFAS 151,
Inventory Costs — An Amendment of ARB No. 43, Chapter
4. SFAS 151 clarifies that all abnormal amounts of idle
facility expense, freight, handling costs and spoilage
should be expensed as incurred and not included in
overhead. In addition, this statement requires that
allocation of fixed production overheads to conver-
sion cost should be based on normal capacity of the
production facilities. The provisions of SFAS 151 are
effective for inventory costs incurred during fiscal years
beginning after June 15, 2005 and are to be applied on
a prospective basis. We will adopt the provisions of this
statement effective October 30, 2005, the beginning of
our fiscal 2006, and we do not expect the adoption to
have an impact on our consolidated financial condition,
results of operations or cash flows.

In October 2004, the FASB ratified EITF 04-08, Ac-
counting Issues Related to Certain Features of Contingently
Convertible Debt and the Effect on Diluted Earnings Per
Share, which is effective for all periods ending after
December 15, 2004 and is to be applied by retrospec-
tively restating previously reported earnings per share
(“EPS”). EITF 04-08 addresses when the dilutive effect
of contingently convertible debt with a market price
trigger should be included in diluted EPS. Under EITF
04-08, the market price contingency should be ignored
and these securities should be treated as non-contin-
gent, convertible securities and always included in the
diluted EPS computation. Notwithstanding the forego-

ing, if convertible debt has a “net share settlement”
provision whereby all conversions are settled for a
combination of cash (in an amount equal to the lesser
of the principal amount of the notes and their conver-
sion value) and shares, if any (shares are issuable only
to the extent the conversion value exceeds the principal
amount), then the issuer of such convertible debt is not
required to include any shares issuable upon conver-
sion in its calculation of fully diluted EPS until the
market price of the underlying common stock exceeds
the conversion price. In the event that the market price
does exceed the conversion price, then the issuer of the
convertible debt is required to use the treasury stock
method of accounting for the difference between the
market price in the applicable reporting period and the
conversion price. The shares required to cover the dif-
ference will be included in calculating EPS. We adopted
EITF 04-08 in the fiscal quarter ended January 28,
2005.

In November 2004, we completed an offering of
$180 million of Notes. Because the Notes have a net
share settlement provision, the Notes will be included
on an “if converted” basis in the calculation of our
fully diluted EPS in future reporting periods where the
market price of our common stock is higher than the
conversion price at fiscal year-end.

In December 2004, the FASB issued SFAS 123
(revised 2004), Share Based Payment (“SFAS 123(R)”),
which is a revision of SFAS 123. SFAS 123(R) super-
sedes APB 25 and amends SFAS 95, Statement of Cash
Flows. While the approach in SFAS 123(R) is similar
to the approach described in SFAS 123, SFAS 123(R)
requires recognition in the income statement of all
share-based payments, including grants of employee
stock options, based on their fair values, and pro forma
disclosure is no longer an alternative. We are required
to adopt SFAS 123(R) in its first fiscal quarter of 2006,
which is October 30, 2005.

SFAS 123(R) permits adoption using one of two
methods, a modified prospective method (“Prospective
Method”) or a modified retrospective method (“Retro-
spective Method”). With the Prospective Method, costs
are recognized beginning with the effective date based
on the requirements of SFAS 123(R) for (i) all share-
based payments granted after the effective date of
SFAS 123(R), and (ii) all awards granted to employees
prior to the effective date of SFAS 123(R) that remain
unvested on the effective date. The Retrospective Meth-
od applies the requirements of the Prospective Method
but further permits entities to restate all prior periods
presented based on the amounts previously recognized
under SFAS 123 for purposes of pro forma disclosures



required under SFAS 95. Management expects adop-
tion of SFAS 123(R) to have a significant impact on our
results of operations.

We will adopt SFAS 123(R) effective October 30, 2005
using the Prospective Method. To estimate the value of
stock options granted to employees, we currently use
the Black-Scholes formula, which is an acceptable share-
based valuation model, and expect to continue using
this model upon adoption of SFAS 123(R). Adoption of
SFAS 123(R) using the Prospective Method would have
no impact on our consolidated financial position, results
of operations or cash flows at the time of adoption. We
expect to recognize approximately $6 million to $8 mil-
lion in total stock based compensation expense in fiscal
year 2006. In addition to the compensation cost recog-
nition requirements, SFAS 123(R) also requires the tax
deduction benefits for an award in excess of recognized
compensation cost be reported as a financing cash flow
rather than as an operating cash flow, which is currently
required under SFAS 95. Management expects adoption
of SFAS 123(R) to have a significant impact on our re-
sults of operations but does not expect adoption of this
statement to have any effect on our financial position or
cash flows.

LEGAL PROCEEDINGS

In late 2003 and early 2004, a number of lawsuits

were filed against several of our operating subsidiar-

ies by Bethlehem Steel Corporation (“Bethlehem”) and
National Steel Corporation (“National”) in their respec-
tive bankruptcy proceedings, seeking reimbursement of
preferential transfers allegedly made by the respective
debtors in the 90 day period preceding their bankruptcy
filings. Bethlehem alleges it made preferential payments
to our subsidiaries of approximately $7.7 million, while
National claims preferential payments in the aggregate
amount of $6.3 million. We have denied the material
allegations in the lawsuits and are vigorously defending
against these claims. We believe these legal proceed-
ings will not have a material adverse effect on our
business, consolidated financial condition or results of
operations. Subsequent to the end of fiscal year 2005,
we and National agreed to a settlement of any and all
claims, whereby National would dismiss the action with
prejudice, we would waive our claim in the bankruptcy
proceeding, and the parties would exchange mutual re-
leases of liability. The parties announced this settlement
to the federal court in December 2005. The parties are
preparing the formal settlement and release documents.

We discovered the existence of polychlorinated
biphenyls (“PCBs”) and heavy metals at our Metal Prep
Houston site, which is located in an industrial area in
Houston, Texas. Soil borings have been sampled and
analyzed to determine the impact on the soil at this
site, and the findings indicate that remediation of the
site will likely be necessary. We have filed an application
with the Texas Commission of Environmental Quality
(“TCEQ”) for entry into the Voluntary Cleanup Program.
Based upon an analysis of projected remediation costs
of the known contamination, we originally estimated
that we would spend and have accrued through fiscal
2004 approximately $2.5 million to remediate this site,
which included future environmental consulting fees,
oversight expenses and additional testing expenses.

In the fourth quarter of fiscal 2005, we reduced our
accrual to $1.9 million based upon the finalization of a
cost estimate for the proposed remediation work, includ-
ing excavation, transportation, analysis and disposal.
Our Affected Property Assessment Report (“APAR”) has
now been approved by the TCEQ, and we are prepar-
ing our proposed remedial action that will be filed with
TCEQ in early 2006. We expect the cleanup to begin in
the second quarter of fiscal 2006 and to be completed
by fiscal year ending October 29, 2006. We can give

no assurance that actual costs of remediation will not
exceed our estimate, perhaps significantly; however,
the accrued amount represents our best current-cost
estimate based upon the best information available as
of the date hereof. We have a contractual indemnity by
the immediate prior owner of the property, which we
believe obligates that party to reimburse our response
costs with respect to this condition. We have brought
suit against the prior owner asserting this indemnity,
and that party has disputed liability. Further, we have
joined in the litigation other potentially responsible par-
ties against whom we are seeking contribution and/or
indemnification. However, it is possible that our efforts
to obtain reimbursement of our response costs at this
site may not be successful or may not prove to be cost-
effective for us.

From time to time, we are involved in various other
legal proceedings and contingencies considered to be in
the ordinary course of business. While we are not able
to predict whether we will incur any liability in excess of
insurance coverages or to accurately estimate the dam-
ages, or the range of damages, if any, we might incur
in connection with these legal proceedings, we believe
these legal proceedings will not have a material adverse
effect on our business, consolidated financial condition
or results of operations.

ACQUISITIONS

In December 2004, we purchased substantially all of

the operating assets of Heritage and Steelbuilding.com,
affiliated companies headquartered in North Little Rock,
Arkansas. The purchase price for the two companies was
approximately $25.4 million plus assumed liabilities of
approximately $2.1 million. The purchase price consisted
of $17.2 million in cash, $2.2 million of receivables owed
to us by Heritage and Steelbuilding.com at the time of
closing and approximately $6.4 million in restricted NCI
common stock (199,767 shares). The transaction was
accounted for using the purchase method. At the date
of purchase, the excess of cost over the fair value of the
acquired assets was approximately $14.0 million. The
$6.4 million in restricted NCI common stock relates to
up to 10-year non-compete agreements with certain of
the sellers of Heritage and Steelbuilding.com. We will
expense the approximate $6.4 million in restricted stock
ratably over the term of the agreements.

In December 2004, we also purchased our joint
venture partner’s 49% minority interest in our manu-
facturing facility in Monterrey, Mexico for approximately
$10.0 million in cash. The transaction was accounted for
using the purchase method. At the date of purchase, the
excess of cost over the fair value of the acquired assets
was approximately $7.0 million.

Consistent with our growth strategy, we frequently
engage in discussions with potential sellers regarding
the possible purchase by us of businesses, assets and
operations that are strategic and complementary to our
existing operations. Such assets and operations include
engineered building systems and metal components,
but may also include assets that are closely related to,
or intertwined with, these business lines, and enable
us to leverage our asset base, knowledge base and skill
sets. Such acquisition efforts may involve participation
by us in processes that have been made public, involve a
number of potential buyers and are commonly referred
to as “auction” processes, as well as situations in which
we believe we are the only party or one of the very lim-
ited number of potential buyers in negotiations with the
potential seller. These acquisition efforts often involve
assets which, if acquired, would have a material effect
on our financial condition and results of operations.



MARKET RISK

Steel Prices

We are subject to market risk exposure related to changes
in the cost of our raw materials. Steel constituted ap-
proximately 74% of our cost of sales in fiscal 2005.
Beginning in the second quarter of fiscal 2004, there
were unusually rapid and significant pricing increases

in the steel industry and severe shortages in the steel
industry due in part to increased demand from China’s
expanding economy and high energy prices. Supply and
prices from the domestic steel manufacturers and avail-
able foreign spot purchasers began stabilizing during the
fourth fiscal quarter in 2004 and largely stabilized during
the second fiscal quarter of 2005. However, since the
end of our first fiscal quarter in 2005, scrap steel prices
fell from approximately $360 per ton to $140 per ton
and then rebounded to approximately $230 per ton at
fiscal year end 2005. The steel industry is highly cyclical
in nature, and steel prices are influenced by numerous
factors beyond our control. These factors include general
economic conditions, competition, labor costs, import
duties, world-wide demand and other trade restrictions.
Furthermore, a prolonged labor strike against one or
more of our principal domestic suppliers could have a
material adverse effect on our operations. If the available
supply of steel declines or if one or more of our current
suppliers is unable for financial or any other reasons to
continue in business or produce steel sufficient to meet
our requirements, we could experience price increases,

a deterioration of service from our suppliers or interrup-
tions or delays that may cause us not to meet delivery
schedules to our customers. Additionally, in the event

of continued rapid steel price increases, we may not be
able to pass on such increases or may experience project
delays or cancellations, resulting in lower gross margins

and resulting profits, particularly in the engineered build-
ing systems segment. In a time of rapidly escalating steel
prices, this segment is particularly vulnerable to pricing
exposure because of longer lead times between quot-

ing a job and shipment, typically two months or more.
Additionally, a rapid decline in steel prices could affect
our performance. Any of these problems could adversely
affect our financial condition and results of operations.
With steel accounting for approximately 74% of our cost
of sales, a 1% change in the cost of steel would have re-
sulted in an impact of approximately $6.3 million for our
fiscal year ended October 29, 2005. The impact to our
financial results of operations would be significantly de-
pendent on the competitive environment and the costs of
other alternative building products, which could impact
our ability to pass on these higher costs.

Interest Rates

We are subject to market risk exposure related to chang-
es in interest rates on our senior credit facility, which
includes revolving credit notes and term notes. These
instruments bear interest at a pre-agreed upon percent-
age point spread from either the prime interest rate or
LIBOR. Under our senior credit facility, we may, at our
option, fix the interest rate for certain borrowings based
on a spread over LIBOR for 30 days to six months.

The table below presents scheduled debt maturities
and related weighted-average interest rates for each for
the fiscal years relating to debt obligations as of Octo-
ber 29, 2005. Weighted-average variable rates are based
on LIBOR rates at October 29, 2005, plus applicable
margins.

At October 29, 2005, we had $193 million outstand-
ing under our senior secured credit facility. Based on
this balance, an immediate change of one percent in the
interest rate would cause a change in interest expense

of approximately $1.9 million on an annual basis. Based
on October 30, 2004 outstanding floating rate debt,

a one percent change in the interest rate would have
caused a change in interest expense of approximately
$2.2 million on an annual basis. Our objective in main-
taining these variable rate borrowings is the flexibility
obtained regarding early repayment without penalties
and expected lower overall cost as compared to fixed-
rate borrowings. At October 29, 2005, the fair value

of our fixed rate debt was approximately $200 million
compared to the face value of $180 million. At October
30, 2004, we had no fixed rate debt outstanding.

We may from time to time utilize interest rate swaps
to manage overall borrowing costs and reduce exposure
to adverse fluctuations in interest rates; however, there
were no such swaps outstanding during any of the peri-
ods presented herein.

Foreign Currency Exchange Rates

The functional currency for our Mexico operations is
the U.S. dollar. Adjustments resulting from the remea-
surement of the local currency financial statements
into the U.S. dollar functional currency, which uses a
combination of current and historical exchange rates,
are included in net income in the current period. Foreign
currency exchange gains and losses, which have histori-
cally not been material, are reflected in income for the
period. Net foreign currency exchange losses for fiscal
years ended November 1, 2003 and October 30, 2004
were $546,500 and $486,100, respectively. A foreign
currency exchange gain of $37,900 was recorded for
fiscal year end October 29, 2005.

At October 29, 2005 (in millions, except interest rate percentages):

Scheduled Maturity Date @ Fair Value
2006 2007 2008 2009 2010 Thereafter Total 10/29/05
Total debt:
Fixedrate . . ... — — — — $180 $180 $202
Interestrate. .. ........................ 2.1% 2.1% 2.1% 2.1% 2.1% 2.1% 2.1% —
Variablerate . . . ......... .. . . . $2 $2 $2 $2 $185 — $193 $193
Average interestrate. . . ......... ... . ... .. 6.3% 6.3% 6.3% 6.3% 6.3% 6.3% 6.3% —

(a) Expected maturity date amounts are based on the face value of debt and do not reflect fair market value of the debt.



PRICE RANGE OF COMMON STOCK

Our common stock is listed on the NYSE under the symbol “NCS.” As of January 11,
2006, there were 142 holders of record of our common stock. We have approximately
9,100 beneficial owners. The following table sets forth the quarterly high and low sale
prices of our common stock, as reported by the NYSE, for the prior two years. We have
never paid dividends on our common stock and have certain restrictions from doing so
because of the terms of our senior credit facility.

FISCAL YEAR 2004 High Low

January 31 .. ... ... $ 25.95 $ 21.75
April30 .. ... ... $ 32.00 $ 2255
July 31 ... $ 33.54 $ 27.15
October30.............u.... $ 34.75 $ 27.25
FISCAL YEAR 2005 High Low

January 29 .. ... ... $ 39.45 $ 30.15
April 30 ... ... . $ 41.95 $ 31.59
July30 . ... $ 39.65 $ 31.05
October29....... ... .. ... ... .. $ 41.70 $ 32.76
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Form 10-K

The Company’s Annual Report on Form 10-K for the year ended October 29, 2005, as filed with the Securities and Exchange
Commission, is available without charge upon request to Todd R. Moore at the address of the Corporate Headquarters. The Company’s
common stock is traded on the New York Stock Exchange (NYSE) under the trading symbol NCS.

Certifications
The Company has filed the required certifications under Section 302 of the Sarbanes-Oxley Act of 2002 regarding the quality of our
public disclosures as Exhibits 31.1 and 31.2 to our annual report on Form 10-K for the fiscal year ended October 29, 2005. After the
fiscal 2005 Annual Meeting of Stockholders, the Company intends to file with the New York Stock Exchange the CEO certification
regarding its compliance with the NYSE’s corporate governance listing standards as required by NYSE Rule 303A.12. Last year,
the Company filed this CEO certification with the NYSE on April 1, 2005.

Annual Meeting
The Annual Meeting of Shareholders of NCI Building Systems, Inc. will be held at 10:00 a.m. on Friday, March 10, 2006, at the
NCI Conference & Training Center, 7313 Fairview, Houston, Texas 77041. Shareholders of record as of January 17, 2005 will be
entitled to notice of and to vote at this time.
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