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FINANCIAL HIGHLIGHTS

In thousands, except per share data

Year 2008" 2007 2006 2005 2004

Sales  $1,764,159  $1625068 $1571,183  §1,130,056  $ 1,084,863
Net income 78,881 63,729 73,796 55,931 44,890"

Earnings per share:

Basic 4.08 3.25 3.70 2,73 2.28
Diluted 4.05 3.06 3.45 2,58 2.24%
Cash flow from operating activities 40,194 137,625 121,514 118,257 23,730
Total assets 1,380,701 1,343,058 1,299,701 990,219 186,426
Total debt 474,400 497,037 497,984 373,000 216,700

Stockholders” equity $ 623,829 $ 539,696 $ 498,409 5444114 3401177

Average common shares 19,486 20,793 21,395 20,837 19,996
{assuming dilution})

:;] Fiscal 2008 includes 53 weeks of operating activity.
) Includes loss cn debt refinancing of $9.9 million ($5.8 million after tax) in fiscal 2004.
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" T0 QUR SHAREHOLDERS

FELLOW
SHAREHOLDERS:

In the face of the prevailing
economic headwinds, it is easy to
lose sight of past accomplishments—
2008 was
a very successful year for NCI,

when, in fact, fiscal
as we significantly outperformed
the industry and posted

financia! performance.

record

Net income for the year reached $78.9
million, or $4.05 per diluted share,
substantially above the $63.7 million, or
$3.06 per diluted share earned in fiscal

2007. These results are even more impressive
when you consider the unprecedented rise

in steel prices that characterized much of
fiscal 2008 and the slowdown in many of

the non-residential construction markets

that we serve.

Several factors contributed positively to our
strong performance.

* First, we believe that our three-segment
operating structure enabled NC! to gain
market share and increase operating
efficiencies. This integrated business
model, comprised of our fast-turn metal
coil coating and metal components

groups as well as our value-engineered
building systems group, gave us the
flexibility to successfully navigate steel
price iluctuations, and the resulting
interc ympany sales benefitted our
produ stien metrics.

Second, we exercised tremendous
discipline throughout our organization in
fiscal 2008. This involved maintaining close
com unication with customers to assist
them n passing through appropriate steel
price increases, managing tightening steel
supplv and maximizing inventory turns
during a period of surging prices, all the
while improving our safety performance,
which resulted in a year-over-year
reduc:ion in total injuries of more than 30%.

Third, because of our size and commitment
to dis:ipline, we remained flexible.
Consequently, we were able to quickly

find and address pockets of relatively
stron¢| market demand in the non-
residential construction market such as:
manu ‘acturing, energy, mining, agriculture,
and institutional, which can include schools
and gavernment buildings for local, county,
state and federal agencies.

= Fourt1, we continued to systematically

implement efficiencies in each of our
opera:ions, taking the best in technology
advancements and engineering
improvements and leveraging them to the
benef t of all segments. As a result, we
waere 3ble to report significant operating
leverzge in our metal coil coating and metal
compnents groups in fiscal 2008.
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In addition to the factors listed above, and perhaps the most
critical, is motivation, which drove our record fiscal 2008
results and promises to be a key differentiator as we enter a
very difficult fiscal 2009,

NCI is made up of pecple who are committed to consistently
outperforming the industry by building share amongst existing
customers, adding to our client base and efficiently producing and
delivering the highest quality products in the market. This takes on
added importance in the challenging economic environment that we
are facing in fiscal 2009.

After increasing 60% this year alone, steel prices slated for an early
2009 delivery are expected to be down considerably from the high
point reported in August of 2008. In a falling stee! price environment,
customers traditionally hold off making purchasing decisions in
anticipation of further price declines. We believe that our reduced
hacklog levels of $330 million at the end of fiscal 2008 reflect the
effect of these order push-outs. Over the longer term, however, we
helieve that lower stee! prices benefit our business by making our
products more cost effective than other traditional building materials
with which we compete. Therefore, we believe that the current pricing
trends will help drive a pick-up in demand in our seasonally stronger
second half,

The rollercoaster effect of wide price swings in raw materials is being
exacerbated by the continued contraction of the U.S. economy, which
has led to a substantial slowdown in business activity. NCI shipped
6% fewer tons in fiscal 2008 compared to 2007 while McGraw-Hill
reported a 14% decline in construction activity measured in square
feet for 2008. For 2009, McGraw-Hill is forecasting an additional
decline of 12%.

NCF has taken definitive steps to address this adverse economic
situation, implementing a plan that should result in significant
annualized cost savings, while positioning the Company for future
growth. We have reduced the number of shifts at most of our
locatigns, moved volume to more efficient plants and closed four of our
least productive facilities. In our engineered building systems group,
we continue to integrate the RCC acquisition into our hub-and-spoke
delivery system and extend the RCC technical software across all of
our engineered buildings divisions. As a result, we are gaining the
benefits of standardized manufacturing and process improvements
that are significantly enhancing capacity throughout the segment.

While lower levels of quoting activity are to be expected during
recessionary periods, NC| was able to find pockets of solid demand
in fiscal 2008 by increasing our share in the fragmented metal

compoenents and engineered buildings narkets. Moving forward,
we will continue to implement a number of key initiatives as part of
our 2008 five-year strategy, which we believe will help us grow and
reduce costs. We intend to expand our business, enhance our market
position and increase our sales and prc fitability, while continuing

to prioritize debt reduction. Our current strategy focuses primarily
on organic initiatives, but also consideis the use of opportunistic
acquisitions to achieve our growth objuctives. In fiscal 2009, we
expect to do more business with customers involved in government
projects and green building initiatives. n fact, two of the four

plants we closed will be retooled and r :opened in late 2009/early
2010 as insulated panet manufacturing facilities, which is one of
our strategic initiatives.

With this combination of cost reductions and business development
drivers, we believe that NCl is better pusitioned than many in

our industry to weather this recession. Variable costs represent
approximately 84% of our cost of good: sold, and we succeeded in
reducing fiscal 2008 capital expenditurzs to $25 million from the $38
million eriginally planned, without sacrificing any of our strategic
initiatives. At the end of fiscal 2008, oLr cash position stood at $68
million, and we expect to produce sign ficant positive cash flow from
operations in fiscal 2009 which, together with our cash, would exceed
$180 million, sufficient to fund the potential put of 180 million in
convertible bonds in November 2009. {lur preference, however, is to
refinance our debt structure as the cap tal market conditions improve
during our fiscal 2009.

The excellent performance of our orgar izatien under the difficult
market conditions of fiscal 2008 speak: to the size and scope of

our operations, the benefits of our integrrated business model and

our ability to efficiently serve a broad ringe of end markets. We are
proud of our organization and the motivation of our people to drive
continuous improvements at NCI. This Jives us great confidence in our
future prospects and the ability to reco ifirm our strategic objective of
doubling our 2007 EBITDA of $177 million within the next four years.

All of my fellow employees join me in tranking our customers,
stockholders and all of our stakeholder:: for their business and support.

Sincerely,

Tttt

Norman C. Chambers
Chairman, President and Chief Exec: tive Officer
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NCI Building Systems is one of the largest integrated
manufacturers and marketers of metal coil coating
solutions, metal components and custom-designed
engineered building systems for the non-residential
construction industry in North America.

We offer a complete metal building portfolio that matches the
right products and building solutions with our customers’ specific
needs. Our unique hub-and-spoke system helps determine the best
facility to produce iin arder based on product specifications and
delivery destinations, thereby reducing time, expenses and energy
consumption related to long-distance shipping. Through our multi-
channel sales and narketing approach, web-based estimating and
ordering solutions, and regional as well as national brand awareness
i campaigns, we serve a growing and diversified customer universe.

Our broad end markets include:

« Commercial and Industrial, such as warehouses, office buildings,
self-storage facilities, sports arenas and manufacturing and
distribution centers;

« Agricuftural, such as grain storage and equine facilities;

* Government and Institutional, such as schools, houses of worship
and libraries; and

= Specialized, such as coal mine facilitates and aircraft hangers.

The competitive benefits of metal components and custom-designed
engineered building systems are becoming increasingly important

to customers seeking long-term cost savings, longer product life,
recyclable materials and design flexibility. NC1 became one of the first
movers in the energy efficiency .1rena when we acquired an insulated
panel manufacturer back in 1997'. Since then, we have invested in
ongoing research and product development and completed the launch
of NCI's comprehensive Green Building Program,

NCI has three distinct yet integrated business segments: metal coil coating, matal components

and engineered building systems. Each of our companies strives for the highest level of excellence in

customer service and product delivery. We serve over 30,000 architects, designers, contractors and building

owners throughout North America. Our hub-and-spoke system enables our network of strategically located

manufacturing “acilities to efficiently meet both the regional and national demand for cur products.
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Metal Coil Coating

Our metal coil coating division has full-service coating
capabilities. Qur sophisticated equipment cleans, treats and
paints various flat-rolled metal coil substrates that can be used
for construction applications such as metal roof and wall panels,
or used for other products that include HVAC systems, lighting
fixtures, appliances and ceiling grids. Qur hot-rolled metal
coating services are primarily used on steel that will be used for
structural members in the construction industry.

Metal Components

Our metal components division primarily serves architects,
building owners and operators, metal building and post-frame
fabricators, as well as small, medium and large contractors and
specialty roofers. Our components division provides pre-formed,
metal roof and wall systems, insulated metal panels, secondary
structural members, flashings and accessorigs, roll-up doors and
interior partition systems for virtually any market segment.

Engineered Building Systems

Our engineered building systems are custom-designed for

a wide variety of applications in virtually every end market
inctuding commercial and industrial, as well as institutional
and agricultural. Qur manufacturing capabilities meet the
specifications of bath small, simple structures as well as large,
more complex facilities. Our buildings benefit from personalized
design coupled with the strength of steel. Each building can be
customized beyond shape and size by selecting from numerous
panel profiles and a large color palette. Additionally, our metal
building systems can be combined with brick, stone, stucco or
other conventional building materials.

At NCI, we are committed to excellence in our products, business
practices and especially our people. Our distinguished record in
financial planning, organic growth and strategic accretive
acquisitions has helped us strengthen our position in a competitive
market, while benefitting all of our shareholders. As market demands
change and new business prospects emerge, we will adapt and
pursue additional opportunities. I moving forward, we will capitalize
on the power of the internet and enhance internal alignment through
investments in technology, leading to better customer service and
greater efficiencies, while remaining aware of the growing demands
for new products within our industry, products that serve to reduce
the environmental impact and lower energy consumption.

NCl is truly an organization that is greater thar the “sumn of its parts,”

and it is the differences and the contributions vade by our individual
companies that allow us to successfully address the many needs of a
large diversified customer base. Through our companies, we employ
and deploy an exceptional halance of highly experienced craftsman,
engineers, developers, innovators and business professionals. It is
through the expertise and hard work of our people that we are able
to serve a growing universe of clients and conribute to their success,
as well as aur own.
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FORWARD LOOKING STATEMENTS

This Annual Report includes statements concerning our expectations, beliefs, plans, objectises, goals,
strategies, future events or performance and underlying assumptions and other statements that ar: not historical
facts. These statements are “forward-looking statements’ within the meaning of the Private Secucities 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,” *continue,”
“could,” “estimate,” “expect,” “forecast,” “goal,” “intend,” “may,” “objective,” “plan,” “potentiz],” “predict,”
“projection,” “should,” “will” or other similar words. We have based our forward-looking statemr ents 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 proj:ctions about
future events may and often do vary materially from actual results. Therefore, we cannot assure ou that actual
results will not differ materially from those expressed or implied by our forward-looking stateme nts.
Accordingly, investors are cautioned not to place undue reliance on any forward-locking inform:tion, including
any earnings guidance. Although we believe that the expectations reflected in the forward-looking statementis 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 projected. These risks, uncertainties. and other
factors include, but are not limited to:
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*  industry cyclicality and seascnality and adverse weather conditions;

. ability to service or refinance our debt;




*  fluctuations in customer demand and other patterns;

*  raw material pricing and supply;

=  competitive activity and pricing pressure;

»  the ability to make strategic acquisitions accretive to earnings;

*  general economic conditions affecting the construction industry;

*  changes in laws or regulations; and

= other risks detailed under the caption “Risk Factors” in [tem 1A of this report.

A forward-looking statement may include a statement of the assumptions or bases underlying the forward-
looking statement. We believe that we have chosen these assumptions or bases in good faith and that they are
reasonable. However, we caution you that assumed facts or bases almost always vary from actual results, and the
differences between assumed facts or bases and actual results can be material, depending on the circumstances.
‘When considering forward-looking statements, you should keep in mind the risk factors and other cautionary

statements in this report, including those described under the caption “Risk Factors” in Item 1 A of this report.
We will not update these statements unless the securities laws require us to do so.




PARTI

Item 1. Business.
General

NCI Building Systems, Inc. (together with its subsidiaries and predecessors, unless the coniext requires
otherwise, the “Company.” “we,” “us” or “our”} is a leading North American integrated manufa:turer and
supplier of metal coil coating services, metal building components and engineered metal buildings systems. Of
the $236 billion nonresidential construction industry, we primarily serve the low-rise nonresidertial construction
market (five stories or less} which, according to FW Dodge/McGraw-Hill represents approximaiely 88% of the
total non-residential construction industry. Our broad range of products is used in repair, retrofit and new

construction activities, primarily in North America.

We provide metal coil coating services for commercial and construction applications, servi:ing both internal
and external customers. We design, engineer, manufacture and market what we believe is one of the most
comprehensive lines of metal components and engineered building systems in the industry with a reputation for
high quality and superior engineering and design. We go to market with well-recognized brands which allow us
1o compete effectively within a broad range of end-user markets including industrial, commerciz 1, institutional
and agricultural. Our service versatility allows us to support the varying needs of our diverse customer base,
which includes general contractors and sub-contractors, developers, manufacturers, distributors ind a network of
over 4,400 authorized builders across North America.

We are comprised of a family of companies operating 39 manufacturing facilities across th: United States
and Mexico, with additional sales and distribution offices throughout the nation and Canada. Our broad
geographic footprint along with our hub-and-spoke distribution system allows us to efficiently s ipply a broad
range of customers with high quality customer service and reliable deliveries.

The Company was founded in 1984 and reincorporated in Delaware in 1991. In 1998, we a:quired Metal
Building Components, Inc. (“MBCI”) and doubled our revenue base. With the merger, we becarne the largest
domestic manufacturer of nonresidential metal components. In 2006, we acquired Robertson-Ceco 11 Corporation
{*RCC") which operates the Ceco Building Systems, Star Building Systems and Robertson Buil Jing Sysiems
divisions and is a leader in the metal buildings industry. This transaction has created an organiz: tion with greater
product and geographic diversification, a stronger customer base and a more extensive distribution network than
either company had separately. Our principal offices are located at 10943 North Sam Houston Parkway West,
Houston, Texas 77064, and our telephone number is (281) 897-7788.

We file annual, quarterly and current reports and other information with the Securities and Exchange
Commission (the “SEC”). Our annual reports on Form 10-K, quarterly reports on Form 10-Q and current reports
on Form 8-K, along with any amendments to those reports, are available free of charge at our ccrporate website
at hrtp://www.ncilp.com as soon as practicable after such material is electronically filed with, or furnished to, the
SEC. In addition, our website includes other items related to corporate governance matters, incliding our
corporate governance guidelines, charters of various committees of our board of directors and t e code of
business conduct and ethics applicable to our employees, officers and directors. You may obtair copies of these
documents, free of charge, from our corporate website. However, the information on our websit: is not
incorporated by reference into this Form 10-K.

Business Segments

We have aggregated our operations into three reportable business segments based upon similarities in
product lines, manufacturing processes, marketing and management of our businesses: metal co 1 coating; metal
components; and engineered building systems. Qur business segments are vertically integrated, benefiting from
common raw material usage, like manufacturing processes and an overlapping distribution network. Steel is the
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primary raw material used by each of our business segments. Our metal coil coating segm ent, which paints steel
coils, provides substantially all of our metal coil coating requirements for our metal components and engineered
building systems business segments. Our metal components segment produces parts and accessories that are sold
separately or as part of a comprehensive solution, the most common of which is a metal tuilding system custom-
designed and manufactured in our engineered building systems segment. Our engineered building systems
segment sources substantially all of its painted steet coil and a large portion of its components requirements from
our othzr two business segments. The manufacturing and distribution activities of our segments are effectively
coupled through the use of our nationwide hub-and-spoke manufacturing and distribution system, which supports
and enhances our vertical integration.

Our sales to customers, operating income and total assets attributable to these business segments were as
follows for the fiscal years indicated (in thousands):

2007 2006
2008 i (As restated) i (As restated) i
Sales:
Metalcoilcoating .. ..., $ 305,657 17 $ 272,543 16 $ 278814 18
Matal components .. ........ v eurrrrrnerans 715,255 41 663,331 41 700,375 45
Engineered building systems . ................. 1,110,534 63 1,021,544 63 894489 57
Intersegment sales .......................... (367,287) El) (332,350) @) (302,495) (20)
Totalnetsales.......................... $1,764,159 100 $1,625,068 100 $1,571,183 100
Operating income:
Metalcoilcoating .. ..........cooiinniit $ 29381 10§ 25136 9 % 24948 9
Metal components . ......................... 82,094 11 49 609 7 77,539 11
Engineered building systems .................. 107,851 10 113,265 1i 87.122 10
Corporate .......... ittt (64,616) — (56,2760 — (51,621) —
Total operating income {% of sales) ........ $ 154,710 9 % 131,734 8 $ 137,988 9
Unallocated other expense .. .................. (24,330) (26,909) (18,956)
Income before income taxes .............. $ 130,380 $ 104,825 $ 119,032
Total assets as of fiscal year end 2008 and 2007:
Metal coilcoating . . .......... ... ... . ..... $ 196615 14 § 180930 13
Metal components ............ ... .. ... .. ... 371,464 27 352,224 26
Engineered building systems .. ................ 716,671 52 707,544 53
Corporate . .......oooiiiir e 95,951 _7 102,360 __§
Totalassets .. .............coiivinvrnn.s $1,380,701 100 $1,343,058 100

() During the fourth quarter of fiscal 2008, we changed the reporting structure and maragement team
responsibilities to better align certain of our products to respond effectively to current market opportunities.
As a result of this change, we transferred certain segment activities within the engincered building systems
and metal components segments in fiscal 2008. Segment information for fiscal 2007 and 2006 has been
restated to conform to the fiscal 2008 segment designations. For fiscal 2007, the conforming restatement
resulted in a decrease at the metal components segment and an increase at the engineered building systems
sezment of $51.7 miltion in sales and $10.7 million in operating income. In addition, total assets at
October 28, 2007 decreased at the metal components segment and increased at the engineered building
systems segment by $11.7 million as a result of the conforming restatement. For fiscal 2006, the conforming
restatement resulted in a decrease at the metal components segment and an increase at the engineered
building systems segment of $70.8 million in sales and $14.5 million in operating inzome.

During the fourth quarter of fiscal 2007, we committed to a plan to exit our residential overhead door
product line, included in our metal components segment. During the fiscal year ended Navember 2, 2008, we
incurred expenses of $0.9 million related to this exit plan. In fiscal 2007, the residential door business produced
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revenue of $12.4 million and pretax loss of $0.5 million. This line of business is not considered 1naterial and is,
therefore, not presented as discontinued operations in the consolidated financial statements,

Metal Coil Coating.

Products. Metal coil coating consists of cleaning, treating and painting various flat-rolled metal coil
substrates, as well as slitting and/or embossing the painted coils, before the steel is fabricated for use by various
industrial users, Light gauge and heavy gauge steel coils that are painted, either for decorative or corrosion
protection purposes, are used in the building industry by manufacturers of metal components an¢ engineered
building systems. In addition, these painted steel coils are used by manufacturers of other steel products, such as
water heaters, lighting fixtures and ceiling grids. We clean, treat and coat hot-rolled metal coils and light gauge
metal for third parties for a variety of applications, including construction products, heating and air conditioning
systems, water heaters, lighting fixtures, ceiling grids, office furniture and other products. We provide both toll
coating services and package coating. We perform toll coating services when the customer proviles the steel coil
and we provide only the coating service. We perform package coating when we provide both the steel coil and
the coating service.

We believe that pre-painted metal coils are a better quality product, environmentally cleaner and more cost-
effective than painted metal products prepared in other manufacturers’ in-house painting operaticns. Painted
metal coils also offer manufacturers the opportunity to preduce a broader and more aesthetically pleasing range
of products.

Manufacturing. We operate five metal coil coating facilities in five states, two of which are used for
hot-rolled, heavy gauge steel coils and three of which are used for painting light gauge steel coil:.

Metal coil coating processes involve applying various types of chemical treatments and paint systems to
flat-rolled continuous coils of metal, including steel and aluminum. These processes give the coiis a baked-on
finish that both protects the metal and makes it more attractive. In the initial step of the coating process, various
metals in coil form are cleaned and pretreated. The metal is then coated, oven cured, recoiled anc. packaged for
shipment. Slitting and embossing services in accordance with customer specifications can also be: performed on
the coated metal before shipping.

Sales, Marketing and Customers. We clean, treat and coat hot-roll and light gauge metal coils for our own
use in our other two business segments, supplying substantially our entire internal metal coil coaing
requirements. However, we also have a number of national accounts for our metal coil coating products and
services,

Our customers include other manufacturers of engineered building systems and metal components, as well
as, light gauge steel coils for steel mills and metal service centers that supply the painted coils to various
industrial users, including manufacturers of engineered building systems, metal components, ligh ting fixtures,
ceiling grids, water heaters and other products. Each of our metal coil coating facilities has its ov'n sales manager
and sales staff,

We market our metal coil coating products under the brand names “Metal Coaters” and “Metal-Prep” and
sell our products and services principally to manufacturers of painted steel products and steel mills, as well as to
our own metal components and engineered building systems segments. In 2007, the DOUBLECOTE™ brand
name was rebranded as Metal Coaters™. During fiscal 2008, our largest customer accounted for less than 1% of
our total consolidated sales.

According to information collected by the National Coil Coating Association and other marzet information
available to us, we believe that approximately 4.5 million tons of light gauge steel and one million tons of
hot-rolled, heavy gauge steel are coated in the United States annually. We believe that we accour t for
approximately 10% of the light gauge steel market and approximately 45% of the hot-rolled, heavy gauge steel
market.




Metal Components.

Products. Metal components include metal roof and wall systems, metal partitions, inetal trim, doors and
other related accessories. These products are used in new construction and in repair and retrofit applications for
industrial, commercial, institutional, agricultural and rural uses. Metal components are used in a wide variety of
construction applications, including purlins and girts, roofing, standing seam roofing, walls, doors, trim and other
parts of traditional buildings, as well as in architectural applications and engineered buil¢ ing systems. Although
precise market data is limited, we estimate the metal components market including roofing applications to be a
muiti-billion dollar market. We believe that metal products have gained and continue to gain a greater share of
new construction and repair and retrofit markets due to increasing acceptance and recognition of the benefits of
metal products in building applications.

Our metal components consist of individual components, including secondary structural framing, metal roof
and wall systems and associated metal trims. We sell directly to contractors or end users for use in the building
industry, including the construction of metal buildings. We also stock and market metal component parts for use
in the maintenance and repair of existing buildings. Specific component products we manufacture include metal
roof and wall systems, purlins, girts, partitions, header panels and related trim and screws:. We are also
developing and marketing new products such as our Insulated Panel Systems (“IPS”), Soundwail™, Nu Roof™
system and Energy Star cool roofing. We believe we offer the widest selection of metal components in the
building industry.

Purlins and girts are medium gauge, roll-formed steel components, which builders use for secondary
structural framing. We custom produce purlins and girts for our customers and offer the widest selection of sizes
and profiles in the United States. Metal roof and wall systems protect the rest of the structure and the contents of
the building from the weather. They may also contribute to the structural integrity of the building.

Metal roofing systems have several advantages over conventional roofing systems, including the following:

Lower life cycle cost. The total cost over the life of metal roofing systems is lower than that of
conventional roofing systems for both new construction and retrofit rocfing, For new construction, the cost
of installing metal roofing is greater than the cost of conventional roofing. Yet, the longer life and lower
maintenance costs of metal roofing make the cost more attractive. For retrofit roofir g, although installation
costs are higher for metal roofing due to the need for a sloping support system, the lower ongoing costs
more than offset the initial cost.

Increased longevity. Metal roofing systems generally last for 20 years without requiring major
maintenance or replacement, This compares to five to ten years for conventional rocfs, The cost of leaks and
roof failures associated with conventional roofing can be very high, including dama ze to building interiors
and disruption of the functionai usefulness of the building. Metal roofing prolongs t1e intervals between
costly and time-consuming repair work.

Altractive aesthetics and design flexibility. Metal roofing systems allow architzcts and builders to
integrate colors and geometric design into the roofing of new and existing buildings, providing an
increasingly fashionable means of enhancing a building’s aesthetics. Conventional roofing material is
guneraily tar paper or a gravel surface, and building designers tend to conceal roofs made with these
materials.

Our metal roofing products are attractive and durable. We use standing seam roof technology to replace
traditional built-up and single-ply roofs as well as to provide a distinctive look to new construction.

Manufacturing. We operate 21 facilities in 13 states used for manufacturing of metal components for the
nonresidential construction industry, including three facilities for our door operations andl one for our insulated
panel systems. We are currently retooling our Jackson, Mississippi facility to manufactwre insulated panel
systems. With the exception of our architectural and standing seam products, we are not :nvolved in the design
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process for the components we manufacture. Qur doors, interior partitions and other related pane. and trim
products are manufactured at dedicated plants in Georgia, Texas and Arizona. Some metal components are
processed at the Texas and Georgia plants and sent to the appropriate plant in our distribution network, which is
generally determined based upon the lowest shipping cost.

Metal component products are roll-formed or fabricated at each plant using roll-formers and other metal
working equipment. In roll-forming, pre-finished coils of steel are unwound and passed through :: series of
progressive forming rolls that form the steel into various profiles of medium-gauge structural shapes and light-
gauge roof and wall panels. )

Sales, Marketing and Customers. We are one of the largest domestic suppliers of metal com >onents to the
nonresidential building industry. We design, manufacture, sell and distribute one of the widest se ections of
components for a variety of new construction applications as well as for repair and retrofit uses.

We manufacture and design metal roofing systems for sales to regional metal building manufacturers,
general contractors and subcontractors. We believe we have the broadest line of standing seam reofing products
in the building industry. In addition, we have granted 19 non-exclusive licenses relating to our st: nding seam
roof technology.

We estimate that metal roofing currently accounts for less than 0% of total roofing materiai expenditures.
However, metal roofing accounts for a significant portion of the overall metal components markel. As a result,
we believe that significant opportunities exist for metal roofing, with its advantages over conventional roofing
materials, to increase its overall share of this market.

In addition to metal roofing systems, we manufacture roll-up doors and sell interior and exterior walk doors
for use in the self storage industry and metal and other buildings. In addition, one of our strategic objectives and
a major part of our “green” initiative is to expand our insulated pane! product lines which are increasingly
desirable because of their energy efficiency, noise reduction and aesthetic qualities, We are retoo;ing certain
facilities as insulated panel manufacturing operations and these facilities will reopen in late 2009 or early 2010 to
meet the increasing demand for environmentally-friendly products.

Our “green” initiative enables us to capitalize on increasing consumer preferences for envir¢nmentally-
friendly construction. We believe this will allow us to further service the needs of our existing cu stomer base and
to gain new customers. For more information about our “green” initiatives, please read “—Business Strategy.”

We sell metal components directly to regional manufacturers, contractors, subcontractors, distributors,
lumberyards, cooperative buying groups and other customers under the brand names “MBCI,” *A merican
Building Components” (“ABC"}), “IP§" and “NCI Metal Depots.” Roll-up doors, interior and exterior doors,
interior partitions and walls, header panels and trim are sold directly to contractors and other custymers uader the
brand *“Doors and Buildings Components™ (“DBCI"). These components also are produced for in‘egration into
self storage and engineered building systems sold by us. In addition to a traditional business-to-business channel,
we sell components through NCI Metal Depots which has six retail stores in Texas and New Mexico and
specifically targets end-use consumers and small general contractors.

We market our components products within five product lines: industrial, commercial, instit-1tional,
agricultural and residential. Customers include small, medium and large contractors, specialty rocfers, regional
fabricators, regional engineered building fabricators and end users. Commercial and industrial businesses,
including self-storage, are heavy users of metal components and metal buildings systems. Standir g seam roof
and architectural customers are emerging as an important part of our customer base. As metal buildings become a
more acceptable building alternative and aesthetics become an increasingly important consideration for end users
of metal buildings, we believe that architects will participate more in the design and purchase decisions and will
use metal components to a greater extent. Wood frame builders also purchase our metal componeats through
distributors, lumberyards, cooperative buying groups and chain stores for various uses, including agricultural
buildings.




Our metal components sales operations are organized into four geographic regions. Fach region is headed
by a general sales manager supported by individual plant sales managers. Each local sales office is located
adjacent to a manufacturing ptant and is staffed by a direct sales force responsible for contacting customers and
architects and a sales coordinator who supervises the sales process from the time the orde: is received until it is
shipped and invoiced. The regional and local focus of our customers requires extensive knowledge of local
business conditions. During fiscal 2008, our largest customer for metal components acconted for less than 1%
of our total consolidated sales.

Eungineered Building Systems.

Products. Engineered building systems consist of engineered structural members and panels that are
fabricated and roll-formed in a factory. These systems are custom designed and engineered to meet project
requirements and then shipped to a construction site complete and ready for assembly with no additional field
weldiny; required. Engineered building systems manufacturers design an integrated system that meets applicable
building code and designated end use requirements. These systems consist of primary structural framing,
secondary structural members (purlins and girts) and metal roof and wall systems or conventional wall materials
manufactured by others, such as masonry and concrete tilt-up panels.

Engineered building systems typically consist of three systems:

Primary structural framing. Primary structural framing, fabricated from heavy-gauge plate steel,
supports the secondary structural framing, roof, walls and all externally applied loads. Through the pnmary
fruming, the force of all applied loads is structurally transferred to the foundation.

Secondary structural framing. Secondary structural framing is designed to strengthen the primary
structural framing and efficiently transfer applied loads from the roof and walls to the primary structural
framing. Secondary structural framing consists of medium-gauge, roil-formed steel components called
purlins and girts. Purlins are attached to the primary frame to support the roof. Girts are attached to the
primary frame to support the walls.

Metal roof and wall systems. Metal roof and wall systems not only lock out the: weather but may also
contribute to the structural integrity of the overall building system. Roof and wall pznels are fabricated from
ligtht-gauge, roil-formed steel in many architectural configurations.

Accessory components complete the engineered building system. These component:: include doors,
windows, specialty trims, gutters and interior partitions.

Our patented Long Bay® System allows for construction of metal buildings with bay spacings of up to 65
feet without internal supports. This compares to bay spacings of up to 30 feet under other engineered building
systems. The Long Bay® System virtually eliminates all welding at the site, which signif:cantly reduces
construction time compared with conventional steel construction. Qur patented Long Bay® System is designed
for largzer buildings that typically require less custom engineering and design than our ottier engineered building
systems, which allows us to meet our customers’ needs more efficiently.

The following characteristics of engineered building systems distinguish them from other methods of
construction:

Shorter construction time. In many instances, it takes less time to construct an engineered building
than other building types. In addition, because most of the work is done in the factory, the likelihood of
weather interruptions is reduced.

More efficient material utilization. The larger engineered building systems munufacturers use
computer-aided analysis and design to fabricate structural members with high strength-to-weight ratios,
minimizing raw materials costs.



Lower construction costs. The in-plant manufacture of engineered building systems, coupled with
automation, allows the substitution of less expensive factory labor for much of the skilled on-site
construction labor otherwise required for traditional building methods.

Greater ease of expansion. Engineered building systems can be modified quickly and economically
befare, during or after the building is completed to accommodate all types of expansion. Typically, an
engineered building system can be expanded by removing the end or side walls, erecting new framework
and adding matching wall and roof panels.

Lower maintenance costs. Unlike wood, metal is not susceptible to deterioration from cracking, rotting
or insect damage. Furthermore, factory-applied roof and siding panel coatings resist cracking, peeling,
chipping, chalking and fading.

Environmentally friendly. Our buildings wtilize recycled steel materials and our roofirg and siding
utilize painted surfaces with high reflectance and emissivity, which help conserve energy ard operating
COSLS.

Manufacturing. We operate 13 facilities for manufacturing and distributing engineered baililing systems
throughout North America and Monterrey, Mexico. We closed our manufacturing facility in Ontario, Canada
during the second quarter of fiscal 2007 but still maintain a sales, engineering and service center in Canada. After
we receive an order, our engineers design the engineered building system to meet the customer's requiremenis
and to satisfy applicable building codes and zoning requirements. To expedite this process, we ure compuler-
aided design and engineering systems to generate engineering and erection drawings and a biil of materials for
the manufacture of the engineered building system. From time-to-time, depending on our volume:, we outsource
to third-parties portions of our drafting requirements.

Once the specifications and designs of the customer’s project have been finalized, the manu ‘acturing of
frames and other building systems begins at one of our frame manufacturing facilities. Fabricaticn of the primary
structural framing consists of a process in which steel plates are punched and sheared and then rcuted through an
automatic welding machine and sent through further fitting and welding processes. The secondary structural
framing and the covering system are roll-formed steel products that are manufactured at our full ;nanufacturing
facilities as well as our components plants.

Upon completion of the manufacturing process, structural framing members and metal roof and wall
systems are shipped to the job site for assembly. Since on-site construction is performed by an uraffiliated,
independent general contractor, usually one of our authorized builders, we generally are not responsible for
claims by end users or owners attributable to fauliy on-site construction. The time elapsed betwee:n our receipt of
an order and shipment of a completed building system has typically ranged from four to eight we zks, although
delivery can extend somewhat longer if engineering and drafting requirements are extensive or, vthere applicable,
if the permitting process is protracted.

Sales, Marketing and Customers. We are one of the largest domestic suppliers of engineered building
systems, We design, engineer, manufacture and market engineered building systems and self-storage building
systems for all nonresidential markets including commercial, industrial, agricultural, government 1l and
community.

Over the last 25 years, engineered building sysiems have significantly increased penetration of the market
for nonresidential low-rise structures and are being used in a broad variety of other applications. .\ccording to the
Metal Building Manufacturers Association (“MBMA"), reported domestic and export sales of en;rineered
building systerns by their members, which represent a limited number of actual buildings manufa :tured, for 2007
and 2006, totaled approximately 33.1 billion and $2.9 billion, respectively. Although final 2008 sales information
is not yet available from the MBMA, we estimate that sales of engineered building systems continued to increase
throughout 2008 as in 2007. However, McGraw-Hill Construction reported that the low-rise nonr :sidential
market, measured in square footage, actually declined by 17.5% during our fiscal year, McGraw-ill
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Construction’s forecast for calendar 2009 indicates a total nonresidential construction reduction of 12% in square
footage and 10% in dollar value prior to increasing in 2010.

We believe the cost of an engineered building system generally represents approximately 20% to 30% of the
total cost of constructing a building, which includes the cost of the land, labor, plumbing, electricity, heating and
air conditioning systems installation and interior finish. Technological advances in products and materials, as
well as significant improvements in engineering and design techniques, have led to the development of structural
systems that are compatible with more traditional construction materials. Architects and designers now often
combine an engineered building system with masonry, concrete, glass and wood exterior facades to meet the
aesthetic requirements of end users while preserving the inherent characteristics of engincered building systems.
As a re;ult, the uses for engineered building systems now include office buildings, showroms, retail shopping
centers, banks, schools, places of worship, warehouses, factories, distribution centers, government buildings and
community centers for which aesthetics and architectural features are important considerations of the end users.
In addirion, advances in our products such as insulated steel panel systems for roof and wall applications give
buildings the perfect balance of strength, thermal efficiency and attractiveness.

We sell engineered building systems to builders, general contractors, developers and end users nationwide
under the brand names “Metallic,” “Mid-West Steel,” “A & S,” “All American,” “Steel Systems,” “Mesco,”
“Star,” “Ceco,” “Robertson,” “Garco,” “Heritage” and “SteelBuilding.com.” We market engineered building
system; through an in-house sales force to authorized builder networks of over 4,400 builders. We also sell
enginecred building systems to various private labels. In addition to a traditional business-to-business channel,
we sell small custom-engineered metal buildings through two other marketing channels targeting end-use
consumters and small general contractors. We sell through Heritage Building Systems (“Heritage™) which is a
direct-1esponse, phone-based sales organization and Steelbuilding.com which allows customers to design, price
and buy small metal buildings online. During fiscal 2008, our largest customer for engineered building systems
accounted for less than 1% of our total consolidated sales.

Qur avthorized builder networks consist of independent general contractors that market our products and
services to end users. Most of our sales of engineered building systems are through our authorized builder
networks. We enter into an agreement with an authorized builder, which generally grants the builder the
non-exclusive right to market our products in a specified territory. The agreement is canczlable by either party on
60 days’ notice. The agreement does not prohibit the builder from marketing engineered building systems of
other manufacturers. We establish an annual sales goal for each builder and provide the tuilder with sales and
pricing information, drawings and assistance, application programs for estimating and quoting jobs and
advertising and promotional literature. We also defray a portion of the builder’s advertisiag costs and provide
volume: purchasing and other pricing incentives to encourage it to deal exclusively or principally with us. The
builder is required to maintain a place of business in its designated territory, provide a sales organization,
conduct periodic advertising programs and perform construction, warranty and other services for customers and
potential customers. An authorized builder usually is hired by an end-user to erect an engineered building system
on the ustomer’s site and provide general contracting and other services related to the completion of the project.
We sell our products to the builder, which generally includes the price of the building as a part of its overall
construction contract with its customer. We rely upon maintaining a satisfactory business relationship for
continuing job orders from our authorized builders and do not consider the builder agreeinents to be material to
our business.

Our patented Long Bay® System provides us with an entry to builders that focus on larger buildings. This
also provides us with new opportunities to cross-sell our other products to these new builders and to compete
with the conventional construction industry.

Busin¢ss Strategy

We intend to expand our business, enhance our market position and increase our salzs and profitability,
while continuing to prioritize debt reduction, by focusing on the implementation of a number of key initiatives
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that we believe will help us grow and reduce costs. Our current strategy focuses primarily on organic initiatives,
but also considers the use of opportunistic acquisitions to achieve our growth objectives:

Our Organic Growth Initiatives. We believe that in the near term, our growth will primaril'/ be
accomplished through the implementation of a series of organic initiatives focusing on {i) increasing our
productivity, (ii) leveraging technology, and (iii) improving capacity utilization and production flanning. This
will allow us to increase operating efficiencies, build upon the market position of our brands and expand our
product offerings to suit changing market demand.

Productivity Enhancements. We are continuously focused on productivity enhancement as well as control of
our cost structure. We have historically accomplished this through close management of our raw materials
purchasing, increasing automation of our manufacturing processes, employment of a nationwide distribution
network and management of general and administrative costs. We are implementing additional a xtomnaticn and
technology to further drive operating efficiencies as well as continuous employment and refinemznt of lean
manufacturing and material resource planning techniques. We are also continuing the integration of the RCC
acquisition into our hub-and-spoke distribution system. This integration continues to enhance ouwr commonality
of processes, increase our ability to manage our system-wide capacity and leverage economies ol scale.

Leveraging of Technology. We are currently implementing several technology initiatives, including (i) an
enterprise-wide engineering and drafting system, (ii} a new Enterprise Resource Planning (“ERP") system and
(iii) e-commerce initiatives. We believe that these systems all contribute to our strategy of increasing efficiency
and rationalizing our cost base.

«  Engineering and Drafting System. We continually refine and expand our enterprise-witle, integrated
engineering, drafting and manufacturing system. We acquired this system through the RCC acquisition
and believe that it will significantly reduce our engineering and design costs. We are currently
integrating the metal component product line into the system and implementing it acro:s our
engineered building systems segment. We believe that it will improve utilization of ow hub-and-spoke
system, rationalize inventory levels, reduce engineering and drafting costs and improve our ability to
meet customer schedules.

*  ERP System Implementation. We are implementing a common Oracle-based ERP system across our
three segments, which we believe will (i) reduce our costs through improvements to our supply chain
management process, (11} provide enterprise-wide business intelligence, (iii} enable more efficient
information sharing, automation and order fulfillment across our segments, and (iv) recuce our general
and administrative costs,

»  E-Commerce Initiatives. We are expanding our e-commerce initiatives, and have recenly introduced a
new web-based components order-entry system. This system allows our customers to s 1bmit orders at
any time, facilitates order input and order tracking, reduces order entry errors and shortzns lead times.
We believe that this system will assist in the recruitment and retention of customers. We are also
expanding to our builder network our web-based pricing software for smaller and less complex
buildings.

Capacity and Product Planning. We continuously review our plant capacity and seek opporunities to
improve profit margins and achieve cost savings. As a matter of our manufacturing capacity and tilization
planning, we also evaluate opportunities to expand product lines or shift manufactoring capacity ' o meet
production planning and product demand.

*  Plant Expansion and Optimization. We are in the process of expanding our low-cost freme
manufacturing plant, while at the same time are closing four of our least efficient faciliiies. This, along
with implementing lean manufacturing principles at all our facilities, allows us to make our operations
more cost efficient while preserving our ability to increase capacity when needed.
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»  Product Line Expansion. We are expanding our insulated panel product lines, which are increasingly
desirable because of their energy efficiency, noise reduction and aesthetic quali:ies. We are also
expanding our marketing of these and other environmentally-friendly products *o capitalize on
consumer preferences in this growing market.

»  Product Standardization. We continue to standardize certain elements of our mztal components and
engineered building systems products in order to advance the commonality of qur processes that
provide significant benefits under our hub-and-spoke system. This standardization is an important
element of our RCC integration, standardizing key product attributes that will enable the efficient
manufacture and allocation of RCC products across our footprint as well as the distribution of our full
suite of products in RCC’s primary areas of operation.

Capitalize on Consumer Preferences for Green Construction. Expanding on our organic growth strategy,
we are focusing on our “green” initiative to capitalize on increasing consumer preference; for environmentally-
friendly construction. We believe this will allow us to further service the needs of our existing customer base and
to gain new customers. Green building is the practice of increasing the efficiency with which buildings use
resources—energy, water, and materials—while reducing building impacts on human hezlth and the
environment, through better site selection, design, construction, operation, maintenance and removal—the
complete butlding life cycle. According to the FMI 2008 U.S. Markets Construction Overview, green
construction has been growing at an average rate of 30% per year from 2001 to 2008, anc we project it to
continve to grow at a rate of approximately 33% per year over the next four years. To capitalize on this trend, we
created a targeted marketing campaign highlighting the inherently environmentally friencly attributes of steel
building materials that include recyctability and increased lifecycle. In addition, we are p-oducing steel building
materials to support the LEED certification requirements of our customers’ projects, expanding our cnergy-
efficient insulated panel offering and have recently introduced new “cool roof” paint colcrs that minimize a
building’s heat island effect. We believe that these initiatives and our focus on managing our branded portfolio of
products will advance our penetration of existing markets and customers and enable us tc enter and compete
within new markets that we target.

Sclectively Pursue Strategic Growth Acquisitions in Existing and Complementary Markets. We have
grown significantly through acquisitions targeted at broadening our product offerings anc. geographic presence,
diversifying our end-use customer base and increasing our scale and scope. Since our founding in 1984, we have
successfully completed 17 strategic acquisitions, with a total capital investment of $1.1 billion. We believe that a
numbey of acquisition opportunities exist within each of the industries that cur business s:gments represent.
Although we actively and opportunistically consider acquisitions of all sizes, we believe 1ear-term opportunities
are smaller “tuck-in” acquisitions of businesses that are complementary to existing opera:ions, or can selectively
expand our product or geographic focus. Our goal is to make acquisitions that are accretive to earnings and which
offer significant operational efficiencies within 12 to 24 months through the integration process.

Maintain Focus on Cash Flow Generation and Debt Reduction. We are focused on managing our
operating costs as well as working capital and capital investment to enable us to continue to generate strong
levels of free cash flow, repay indebtedness and maintain moderate levels of leverage. We actively control cur
investment in working capital by closely managing our purchasing program for raw materials, extensions of
credit to our customer base and our days’ sales outstanding. We will continue to focus on management of our
assets 10 obtain a high rate of return on operating assets through strong balance sheet management and control of
our investment in working capital.

Raw Materials

The principal raw material used in manufacturing of our metal components and engineered building systems
is steel. Our various products are fabricated from steel produced by mills including bars, plates, structural shapes,
sheets, hot-rolled coils and galvanized or Galvalume-coated coils. During fiscal 2008 ancl 2007, we purchased
approximately 24% and 26% of our steel requirements from one vendor, respectively. No other vendor accounted
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for over 10% of our steel requirements during fiscal 2008 or 2007. Although we believe concent :ation of our
steel purchases among a small group of suppliers that have mills and warchouse facilities close t our facilities
enables us, as a large customer of those suppliers, to obtain better pricing, service and delivery, the loss of one or
all of these suppliers could have a material adverse affect on our ability to obtain the raw materi:Is required to
meet delivery schedules to our customers. These suppliers generally maintain an inventory of the: types of
materials we require.

Our raw materiats on hand increased to $142.6 million at November 2, 2008 from $93.5 mi lion at
October 28, 2007, primarily due to the increase in steel costs, partially offset by a decrease in the quantity of tons
on hand. During fiscal 2008, we recorded a charge of $2.7 million to reduce the carrying amount on certain raw
material inventory to the lower of cost or market.

Qur business is heavily dependent on the price and supply of steel. 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 conirol, including general economic conditions domestically and
internationally, the availability of raw materials, competition, labor costs, freight and transportation costs,
production costs, import duties and other trade restrictions. We believe the CRU Index, published by the CRU
Group since 1994 appropriately depicts the volatility in steel prices. See “Item 7A. Quantitative iind Qualitative
Disclosures About Market Risk—Steel Prices.” During fiscal 2008, steel prices fluctuated significantly due to
market conditions ranging from a low point on the CRU Index of 148 to a high point of 269. Stec! prices
increased through most of fiscal 2008 due to cost increases in iron ore, coke, steel scrap, ocean fieight and
transportation costs. However, rapidly declining demand due to the effects of the credit crisis an¢| global
economic slowdown on the construction, autometive and industrial markets has resulted in many steel
manufacturers around the world announcing plans to cut production by closing plants and furlouything union and
non-union workers, Steel suppliers such as US Sieel and Arcelor Mittal are among these manufacturers who have
cut production. We believe steel prices will continue to decline in fiscal 2009 as compared with the prices we
experienced during fiscal 2008.

Although we have the ability to purchase steel from a number of suppliers, a production cutack by one or
more of our current suppliers could create challenges to meet delivery schedules to our customer.:. Because we
have periodically adjusted our contract prices, particularly in the engineered building systems segment, we have
generally been able to pass increases in our raw material costs through to our customers. We do .ot have any
long-term contracts for the purchase of steel and normally do not maintain an inventory of steel i1 excess of our
current production requirements. However, from time to time, we may parchase steel in advance of announced
steel price increases. In addition, it is our current practice to purchase all steel consignment inver.tory that
remains in consignment after an agreed term, typically ranging from 30—60 days. For additional information
about the risks of our raw material supply and pricing, see “Item | A—Risk Factors.”

Backlog

At November 2, 2008, the total backlog of orders for our products we believe to be firm was $332.4 million.
This compares with a total backlog for our products of $468.8 million at October 28, 2007. Backiog at
November 2, 2008 and October 28, 2007 primarily consisted of engineered building systems orders in the
amount of $330.0 million and $464.2 million, respectively. Job orders are generally cancelable b/ customers at
any time for any reason. Curreni economic conditions could result in higher levels of cancellations than we
historically have experienced. See “Item 1 A—Risk Factors—Our industry is cyclical and highly sensitive to
macroeconoric conditions; as a result, our industry is currently experiencing a downturn which, if sustained,
could materially and adversely affect our business, liquidity and results of operations.” Occasionally, orders in
the backlog are not completed and shipped for reasons that include changes in the requirements of the customers
and the inability of customers to obtain necessary financing or zoning variances. We do not antic pate that any
significant portion of this backlog will extend beyond one year.




Competition

We and other manufacturers of metal components and engineered building systems compete in the building
industry with all other alternative methods of building construction such as tilt-wall, conc:ete and wood,
single-ply and built up, all of which may be perceived as more traditional, more aesthetic:lly pleasing or having
other advantages over our products. We compete with all manufacturers of building products, from small local
firms to large national firms,

In addition, competition in the metal components and engineered building systems i arket of the building
industry is intense. It is based primarily on:

*  quality;

+  service;

*  on-time delivery;

«  ability to provide added value in the design and engineering of buildings;
«  price; and

«  speed of construction.

We compete with a number of other manufacturers of metal components and enginecred building systems
for the building industry, ranging from small local firms to large national firms. Most of these competitors
operate on a regional basis, although we believe that at least two other manufacturers of e 1gineered building
systems and three manufacturers of metal components have nationwide coverage.

We are comprised of a family of companies operating 39 manufacturing facilities acioss the United States
and Mexico, with additional sales and distribution offices throughout the nation and Canala. These facilities are
used for manufacturing of metal components and engineered building systems for the building industry,
including three for our door operations. We believe this broad geographic penetration gives us an advantage over
our coniponents and building competitors because major elements of a customer’s decision are the speed and cost
of delivery from the manufacturing facility to the product’s ultimate destination. We operate a fleet of trucks to
deliver our products to our customers in a more timely manner than most of our competitcrs.

W compete with a number of other providers of metal coil coating services to manufacturers of metal
components and engineered building systems for the building industry, ranging from small local firms to large
national firms. Most of these competitors operate on a regional basis, although we belteve that at least three other
providers of light gauge metal coil coating services and two other providers of hot-rolled, medium gauge metal
coil coating services have nationwide coverage. Competition in the metal coil coating industry is intense and is
based primarily on quality, service, delivery and price.

Consolidation

Over the last several years, there has been consolidation in the metal coil coating, metal components and
engineered building systems segments, which include many small local and regional firm:. We believe that these
segments will continue to consolidate, driven by the needs of manufacturers to increase manufacturing capacity,
achieve greater process integration and add geographic diversity to meet customers’ product and delivery needs,
improve production efficiency and manage costs. When beneficial to our long-term goals and strategy, we have
sought 1o consolidate our business cperations with other companies. The resulting synergies from these
consolidation efforts have allowed us 1o reduce costs while continuing to serve our custoners’ needs. In January
2007, we completed the purchase of substantially all of the assets of Garco Building Systems, Inc. which designs,
manufactures and distributes steel building systems primarily for markets in the northwesiern United States and
western Canada. ln April 2006, we acquired 100% of the issued and outstanding shares of RCC. RCC operates
the Ceco Building Systems, Star Building Systems and Robertson Building Systems divis:ons and is a leader in
the metal buildings segment. For more information, see “—Acquisitions.”
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In addition to conselidation within the metal coil coating, metal components and engineere: building
systems segments, in recent years there has been consolidation between those industries and steed producers.
Several of our competitors have been acquired by steel producers, and further similar acquisitions are possible.
For a discussion of the possible effects on us of such consolidations, see “Item | A—Risk Factors.”

Acquisitions

We have a history of making acquisitions within our industry, and we regularly evaluate grywth
opportunities both through acquisitions and internal investment. We believe that there are numerous
opportunities for growth through consolidation in the metal buildings and components segments, and our goal is
to continue to grow through strategic acquisitions, as well as organically,

In furtherance of this strategy, on January 31, 2007, we completed the purchase of substant ally all the assets
of Garco, which designs, manufactures and distributes steel building systems primarily for markzts in
northwestern United States and western Canada. Garco is headquartered in Spokane, Washingtoa, where it
operates a manufacturing facility for metal building systems for industrial, commercial, institutional and
agricultural applications. We expect that the addition of Garco will strengthen our presence in g owth markets in
the northwestern United States and western Canada. In addition to an established distribution and builder
network, Garco has built a well-respected brand name. We also gain an advanced manufacturing facility, which
is our first in the Northwest, a highly experienced operating team and a 33-acre site suitable for “uture expansion.

On April 7, 2006, we completed the acquisition of RCC. RCC operates the Ceco Building fystems, Star
Building Systems and Robertson Building Systems divisions and is a leader in the metal buildin s segment. This
transaction created an organization with greater product and geographic diversification, a strong 2r customer base
and a more extensive distribution network than either company had separately. We have realized| synergies as a
result of this acquisition and expect to realize significant additional synergies going forward as vve complete the
integration of RCC. The specific areas that we are continuing to focus on include:

«  selling our product lines such as architectural products, Long Bay® Systems (LBS), Insulated Panel
Systems (IPS) and commercialfindustrial doors through RCC’s builder network;

»  rationalizing product design and specifications in order to incorporate RCC’s plants in our
*hub-and-spoke delivery system;” and

»  migrating RCC’s engineering systems to our engineered building systems business un t.

We also evaluate from time to time possible dispositions of assets or businesses when such assets or
businesses are no longer core to our operations and do not fit into our long-term strategy. Consistent with our
growth strategy, we frequently engage in discussions with potential sellers regarding the possibl: purchase by us
of businesses, assets and operations that are strategic and complementary to our existing operatiins. Such assets
and operations include engineered building systems and metal components, but may also includ:: 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”™ process:s, as well as
situations in which we believe we are the only party or one of the very limited number of potent al buyers in
negotiations with the potential seller. These acquisition efforts often involve assets that, if acqui-ed, would have a
material effect on our financial condition and results of operations.

Environmental Matters

The operation of our business is subject to stringent and complex laws and regulations pertiining to health,
safety and the environment. As an owner or operator of manufacturing facilities, we must comply with these taws
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and regulations at the federal, state and local levels. These laws and regulations can restrict or impact our
business activities in many ways, such as:

. restricting the way we can handle or dispose of our waste;
4 ¥ P

+  requiring remedial action to mitigate certain environmental conditions that may have been caused by
our operations or attributable to former operators; and

+  enjoining the operations of facilities deemed in non-compliance with permits issued pursuant to such
environmental laws and regulations.

Failure to comply with these laws and regulations may trigger a variety of administr ative, civil and criminal
enforcement measures, including the assessment of monetary penalties, the imposition of remedial requirements,
and the issuance of orders enjoining future operations. Certain environmental statutes impose strict, joint and
several liability for costs required to clean up and restore sites where hazardous substances have been disposed of
or otherwise released. Moreover, it is not uncommon for neighboring landowners and other third parties to file
claims for personal injury and property damage allegedly caused by the release of substances or other waste
products into the environment.

The trend in environmental regulation is to place more restrictions and limitations on activities that may
affect the environment. As a result, there can be no assurance as to the amount or timing >f future expenditures
for environmental compliance or remediation, and actual future expenditures may be diffzrent from the amounts
we curgently anticipate. We try to anticipate future regulatory requirements that might be imposed and plan
accordingly to remain in compliance with changing environmental laws and regulations :nd to minimize the
costs of such compliance.

We do not believe that compliance with federal, state or local environmental laws and regulations will have
a material adverse effect on our business, financial position or results of operations. In acdition, we believe that
the various environmental activities in which we are presently engaged are net expected 10 materially interrupt or
diminish our operational ability to manufacture our products. We cannot assure you, however, that future events,
such as changes in existing laws, the promulgation of new laws, or the development or discovery of new facts or
conditions will not cause us to incur significant costs. The following is a discusston of certain environmental and
safety concerns that relate to our business.

Air Emissions. Our operations are subject to the federal Clean Air Act and comparable state laws and
regulations. These laws and regulations govern emissions of air pollutants from various industrial sources,
including our manufacturing facilities, and also impose various monitoring and reporting requirements. Such
laws and regulations may require that we obtain pre-approval for the construction or molification of certain
projects or facilities expected to produce air emissions or result in the increase of existin; air emissions, obtain
and strictly comply with air permits containing various emissions and operational limitations, or utilize specific
emission control technologies to limit emissions, Qur failure to comply with these requirzments could subject us
to monetary penalties, injunctions, conditions or restrictions on operations, and, potentially, criminal enforcement
actions. We will be required to incur certain capital and other expenditures in the future for air pollution control
equipment in connection with obtaining and maintaining operating permits and approval; for air emissions. We
believi:, however, that our operations will not be materially adversely affected by such requirements, and the
requir:ments are not expected to be any more burdensome to us than to any other similaity situated companies.

Kazardous and Solid Waste. Our operations generate wastes, including some hazardous wastes that are
subject to the federal Resource Conservation and Recovery Act, or RCRA, and comparable state laws, which
impos: detailed requirements for the handling, storage, treatment and disposal of hazardous and solid waste. For
example, ordinary industrial waste such as paint waste, waste solvents, and waste oils may be regulated as
hazardous waste. RCRA currently exempts many of our manufacturing wastes from classification as hazardous
waste. However, these non-hazardous or exempted wastes are still regulated under state aw or the less stringent
solid waste requirements of RCRA.
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Site Remediation. The Comprehensive Environmental Response, Compensation and Liabil: ty Act of 1980,
as amended, or CERCLA and comparable state laws impose liability, without regard to fault or the legality of the
original conduct, on certain classes of persons responsible for the release of hazardous substances into the
environment. Such classes of persons include the current and past owners or operators of sites waere a hazardous
substance was released, and companies that disposed or arranged for disposal of hazardous subsiances at offsite
locations such as landfills. In the course of our ordinary operations we will generate wastes that inay fail within
the definition of a “hazardous substance.” CERCLA authorizes the EPA and, in some cases, third parties to take
actions in response to threats to the public health or the environment and to seek to recover from the responsible
classes of persons the costs they incur. Under CERCLA, we could be subject to joint and several liability for the
costs of cleaning up and restoring sites where hazardous substances have been released, for damiges to natural
resources, and for the costs of certain health studies.

We currently own or lease, and have in the past owned or leased, numerous properties that for many years
have been used for manufacturing operations. Hazardous substances or wastes may have been diuposed of or
released on or under the properties owned or leased by us, or on or under other locations where sach wastes have
been taken for disposal. In addition, some of these properties have been operated by third parties or by previous
owners whose treatment and disposal or release of hazardous substances or wastes was not under our control.
These properties and the substances disposed or released on them may be subject to CERCLA, RCRA and
analogous state laws. Under such laws, we could be required to remove previously disposed wasies (including
waste disposed of by prior owners or operators), remediate contaminated property (including groundwater
contamination, whether from prior owners or operators or other historic activities or spills), or perform remedial
plugging or pit closure operations to prevent future contamination. See “ltem 3. Legal Proceedin;is™ for further
discussion of specific environmental remediation activities.

Waste Water Discharges. Our operations are subject to the federal Water Pollution Control Act of 1972, as
amended, also known as the Clean Water Act, and analogous state laws and regulations. These laws and
regulations impose detailed requirements and strict controls regarding the discharge of pollutants into waters of
the United States. The unpermitted discharge of pollutants, including discharges resulting from a spill or leak
incident, is prohibited. Any unpermitted release of pollutanis from our facilities could result in fines or penalties
as well as significant remedial obligations.

Employee Health and Safety. We are subject to the requirements of the Occupational Safety and Health
Act, or OSHA, and comparable state laws that regulate the protection of the health and safety of 'vorkers. In
addition, the OSHA hazard communication standard requires that information be maintained abont hazardous
materials used or produced in our operations and that this infermation be provided to employees, state and local
government authorities and citizens. We believe that we are in substantial compliance with these requirements.

Zoning and Building Code Requirements

The engineered building systems and components we manufacture must meet zoning, building code and
uplift requirements adopted by local governmental agencies. We believe that our products are in tubstantial
compliance with applicable zoning, code and uplift requirements. Compliance does not have a material adverse
affect on our business.

Patents, Licenses and Proprietary Rights

We have a number of United States patents, pending patent applications and other proprietary rights,
including those relating to metal roofing systems, metal overhead doors, our pier and header system, our Long
Bay® System and our building estimating and design system. We also have several registered trac emarks and
pending registrations in the United States.
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Research and Development Costs

Total expenditures for research and development were $1.8 million, $1.9 million anc. $1.7 million for fiscal
2008, 2007 and 2006, respectively. We incur research and development costs to develop new products, improve
existing products and improve safety factors of our products in the metal components seg nent. These products
include building and roofing systems, panels, clips, purlins, and fasteners.

Employees

As of November 2, 2008, we had approximately 5,394 employees, of whom 3,460 were manufacturing and
engineering personnel. We regard our employee relations as satisfactory. Approximately 10.7% of our
workforce, including the employees at our subsidiary in Mexico, are represented by a collective bargaining
agreement or union. As part of our cost reduction program, we have recently reduced heaicount by
approximately 20%, of which approximately 5% occurred prior to November 2, 2008.

Item 1A,  Risk Factors.

Our industry is cyclical and highly sensitive to macroeconomic conditions; as a re;ult, our industry is
currently experiencing a downturn which, if sustained, could materially and adversely affect our business,
liquidity and results of operations.

The nonresidential construction industry is highly sensitive to national and regional :nacroeconomic
conditions. The United States economy is currently undergoing a period of slowdown anc! unprecedented
volatility, which is having an adverse effect on our business. During fiscal 2008, McGraw-Hill’s estimate of
low-risz new construction starts for buildings less than five stories declined by 17.5% in :quare feet compared to
2007. This industry decline contributed to a 5.6% decline in our total tons shipped, though we experienced the
greatest impact in our metal coil coating segment.

Uncertainty about current economic conditions poses a risk as businesses may postpone spending in
response to tighter credit, negative financial news and/or declines in income or asset valuzs, which could have a
material negative effect on the demand for our products. Other factors that could influence demand include
increas=d fuel and other energy costs, conditions in the non-residential real estate markets, labor and healthcare
costs, access to credit and other macroeconomic factors. From time to time, our industry has alse been adversely
affected in various parts of the country by low use of manufacturing capacity, high vacan:y rates, changes in tax
laws affecting the real estate industry, high interest rates and the unavailability of financing. Sales of our
products may be adversely affected by weakness in demand for our products within particular customer groups,
or a recession in the general construction industry or pa