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PART I

Item 1. Description of Business

General

We are a leading manufacturer, processor and distributor of residential and commercial building products and
processed metal products for industrial applications. Our building products are used by homeowners and builders to
provide structural and architectural enhancements for residential and commercial building projects. Our processed
metal products are comprised primarily of steel shaped to specific widths and hardened to certain tolerances as
required by our customers. We are also a leading third-party provider of thermal processing services for a wide
range of applications, which involves exposing metals to precise temperatures, atmospheres and other conditions to
improve their physical properties. We serve approximately 16,000 customers in a variety of industries in all 50
states, Canada, Mexico, Europe, Asia, and Central and South America. We operate 93 facilities in 29 states, Canada
and China, giving us a broad platform for just-in-time delivery and support to our customers.

We sell our products both domestically and internationally. We operate in the following three business segments:

¢ Building Products - Through acquisitions and strong organic growth, we have created a building products
business that now offers more than 5,000 products, many of which are market leaders and are sold to more than
9,100 customers. Our building products segment operates 65 facilities in 25 states and Canada.

e Processed Metal Products - Our processed metal products segment focuses on value-added precision sizing and
treating of steel for a variety of uses as well as the production of high-quality steel strapping for binding and
packaging, the manufacture of non-ferrous metal powders for use in several industries and other activities. We
sell processed metal products to more than 1,700 customers. Our processed metal products segment operates
12 facilities in the United States and China.

o Thermal Processing - Over the past ten years, we have become one of North America’s largest third-party
commercial heat treaters, serving more than 5,600 customers. We provide a wide range of heat-treating
services to harden, soften or impart other desired properties to customer-owned parts made of steel, aluminum,
copper, powdered metal and various other alloys and metals. Our thermal processing segment operates 16
facilities in 10 states and Canada.



The following table sets forth the selected products, industries served and customers for each segment.

Building products

Processed metal

Thermal processing

Selected products/
services e Mailboxes e (old-rolled strip steel e Aluminum processing
e Ventilation products e Steel strapping e Assembly, brazing, and
e Structural connectors e (oated steel products heat treating of torque
e Bar grating e Non-ferrous metals powder converters
o Metal building ® Processor of powdered
accessories metal parts
e Metal lath
e Expanded metal
Selected industries
served e Retail home market e Power and hand tool e Automotive
e Lumber hardware e General manufacturing
e Building materials ® Aecrospace
e Residential, commercial e Electronics
and industrial e Automotive
construction e Automotive supply
e Consumer products
e Commercial and residential
metal building
Selected customers e The Home Depot e Chrysler e Ford Motor Company
e Lowe’s Companies e General Motors e General Motors
e Menard Cashway Lumber e BorgWarner e Getrag
e ABC Supply e Ford Motor Company e FEaton
e Prime Source e 3M
e Arrowhead Industries

Note 17 of the Company's consolidated financial statements included in Item 8 herein provides information related to
the Company's business segments in accordance with accounting principles generally accepted in the United States of
America.

Recent Developments

In April 2003, the Company acquired Construction Metals, Inc. (Construction Metals). As part of the purchase
agreement between the Company and the former owners of Construction Metals, the Company may be required to
pay additional consideration if certain net sales levels as defined in the purchase agreement are achieved during the
period from acquisition through and including March 31, 2006. During the second quarter of 2005 a payment of
$1,332,000 was made as additional consideration pursuant to the purchase agreement, and was recorded as
additional goodwill.

On January 27, 2005, the Company sold the assets of its Milcor subsidiary for approximately $42.6 million resulting
in a loss of $1.2 million in 2005. The results of operations for Milcor for the current and prior periods have been
classified as discontinued operations in Company’s consolidated financial statements included in Item 8 herein.

On September 15, 2005, the Company acquired Curie International (Suzhou) Co., Ltd. (SCM Asia), which operates
a manufacturing facility in Suzhou, China for approximately $8.0 million. SCM Asia manufactures, markets and
distributes non-ferrous metal powder products to customers in a number of different industries, including the



powdered metallurgy and thermal processing markets. Note 3 of the Company’s consolidated financial statements
included in Item 8 herein provides additional information regarding the Company’s acquisition of SCM Asia.

On September 16, 2005, the Company acquired the Gutter Helmet product line (Gutter Helmet) for approximately
$21.5 million. Gutter Helmet manufactures a protection system that is installed over existing full size gutters by
professional installers nationwide. Note 3 of the Company’s consolidated financial statements included in Item 8
herein contains additional information regarding the Company’s acquisition of Gutter Helmet.

On October 3, 2005, the Company acquired Alabama Metal Industries Corporation (AMICO) which operates
manufacturing and distribution facilities through the United States and Canada for approximately $240.8 million.
AMICO manufactures, markets and distributes a diverse line of products used in the commercial and industrial
sectors of the building products market. Note 3 of the Company’s consolidated financial statements included in
Item 8 herein contains additional information regarding the Company’s acquisition of AMICO.

In connection with the acquisition of AMICO, on October 3, 2005 the Company entered into a term loan agreement
with a consortium of banks pursuant to which the lenders made a senior secured term loan of $300,000,000 due
October 4, 2006. This loan was satisfied on December 8, 2005 as described below.

In connection with the purchase of AMICO, and the term loan noted above, on October 3, 2005, the Company
terminated : (i) the Senior Secured Note with The Prudential Insurance Company of America dated July 3, 2002, as
amended; (ii) the Subordinated Note with The Prudential Insurance Company of America dated July 3, 2002, as
amended; and (iii) the Senior Secured Note Purchase Agreement with The Prudential Life Insurance Company of
America and Pruco Life Insurance Company dated June 18, 2004, as amended. These notes, which were
terminated, contained terms and conditions upon which the Company borrowed $115,000,000 in the aggregate from
the Prudential Insurance Company of America and Pruco Life Insurance Company. In addition to paying the
outstanding principal and interest of $116,187,000 the Company was required to pay “make whole” payments of
$6,753,000 to The Prudential Insurance Company of America and Pruco Life Insurance Company.

On October 3, 2005, the Company also paid in full its obligations under the $42,295,000 subordinated promissory
note, dated May 1, 2003, payable to CertainTeed Corporation. The principal and interest paid on October 3, 2005
related to this note equaled $25,920,000.

On October 4, 2005 the Company acquired the assets of American Wilcon Plastics, Inc. (American Wilcon) which
operates a custom-injected plastic molding manufacturing facility in Orrick, Missouri and a distribution facility in
Richmond, Missouri for approximately $4.5 million. Note 3 of the Company’s consolidated financial statements
included in Item 8 herein contains additional information regarding the acquisition of the assets of American
Wilcon.

On December 8, 2005 the Company amended its senior secured credit facility and completed a private offering of
senior subordinated notes. The Company amended its senior secured credit facility to provide for a new $230
million term loan. The new term loan bears interest, at the Company’s option, at either (i) LIBOR plus an initial
margin of 1.75%, or (ii) the higher of the administrative agent’s prime rate or the federal funds effective rate plus
0.5%. The Company completed a private offering of $204 million in aggregate principal amount of 8% Senior
Subordinated Notes due 2015, which were sold at a discount of 1.675% from face value to qualified institutional
buyers pursuant to Rule 144A of the Securities Act of 1933. The Company used the net proceeds from these
financings to repay certain amounts incurred under its secured revolving credit facility and to retire its $300,000,000
senior secured term loan, which were used to finance its acquisition of Alabama Metal Industries Corporation
(AMICO) and to repay existing indebtedness.

Industry overview

Building products manufacturers occupy an intermediate market between the primary steel, metal and other material

producers and the nationwide wholesale and retail building supply industry. The primary producers typically focus on

producing high volumes of their product. We purchase raw materials from these producers and, through various

production processes, convert these steel raw materials into specialized products for use in the construction or repair
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of residential and commercial buildings. We distribute our products through both wholesale distributors, which focus
their efforts on contractors, and large retail chains, which have captured the majority of the retail building products
market.

Steel and metal processors occupy a market niche that exists between the primary steel and metal producers and end-
users and others. Primary steel and metal producers typically focus on the sale of standard size and tolerance of steel
and other metals to large volume purchasers, including steel and metal processors. End-users require steel with closer
tolerances and with shorter lead times than the primary steel and metal producers can provide efficiently. Steel
processors like our company, through the application of various higher value-added processes such as cold-rolling and
specialized heat-treating methods, process steel to a precise grade, temper, tolerance and finish. End product
manufacturers incorporate this processed steel into finished goods.

Thermal processors serve equipment manufacturers whose parts require precision metallurgical transformation within
the thermal processors’ geographical areas. These equipment manufacturers often find that third-party thermal
processors reduce manufacturing costs and improve quality, and using third-party thermal processors reduces the need
for heavy capital investment by the manufacturers. The market is geographically based due to the cost of transporting
parts from the manufacturers’ plants to the thermal processors’ plants and back to the manufacturers’ plants for
further assembly. The manufacturers range from automotive engine and transmission manufacturers to hand tool
producers.

Products and services
Building Products segment

The Building Products segment is composed of 15 businesses acquired over the last nine years that are primarily, but
not exclusively, manufacturers of metal products used in the residential and light commercial building markets. As a
result, we operate 65 facilities in 25 states and Canada, giving us a national base of operations to provide customer
support, delivery, service and quality to a number of regional and national customers, as well as providing us with
manufacturing and distribution efficiencies.

We manufacture an extensive variety of products that are sold to lumber and building material wholesalers, buying
groups, discount and major retail home centers, major home builders, HVAC and roofing distributors and residential,
industrial and commercial contractors. Our product offerings include a full line of ventilation products and
accessories; mailboxes; roof edging, underlayment and flashing; soffit; drywall corner bead; structural support
products; coated coil stock; metal roofing and accessories; steel framing; rain-carrying systems, including gutters and
accessories; bath cabinets; access doors; roof hatches and smoke vents; builders’ hardware, shelving and closet rods;
diffusers and fasteners, each of which can be sold separately or as an integral part of a package or program sale.

Our principal focus in the recent past has been to penetrate and continue to build on our success in the residential
building products market. We have been able to develop a strong customer base in the light commercial building
market through acquisitions and market penetration. With our recent acquisition of AMICO, we have entered the
commercial and industrial building markets in a more significant way and have further diversified our product
offerings to residential building products customers. The acquisition of AMICO expands our product line to include
bar grating used in walkways, platforms, safety barriers, drainage covers, and ventilation grates; expanded metal used
in walkways, shelving, barriers, patio furniture, and other applications where both visibility and security are
necessary; perforated metal used in industrial, home and office settings; fiberglass grating, used in areas where high
strength, light weight, low maintenance and corrosion resistance are required; and safety/plank grating, used to
provide a walking surface with excellent slip resistance. These products are used in industrial and commercial
buildings. AMICO also produces metal lath, used as a structural base for stucco, tile or stone, and vinyl drywall and
stucco products, used to complete drywall or stucco projects. These products are used in industrial/commercial and
residential buildings.

The acquisition of AMICO also advances our strategy of obtaining, developing and sustaining shelf space with major
improvement centers, major merchandisers and leading building material wholesalers. At the regional and even
national level, certain of these customers have designated us as category managers in many of their stores. To

5



capitalize on this opportunity and to increase our product sales in each category we manage, we offer a comprehensive
range of quality building products. With the addition of the products manufactured by AMICO we will be able to
offer a greater variety of products to these customers across a number of building products categories. By maintaining
our role as category managers, we are better able to manage shelf space where our building products are sold and
increase our sales.

We update our building products by launching new products, enhancing existing products and adjusting product
specifications to respond to building code and regulatory changes. In 2005 our subsidiary and the nation’s leading
mailbox manufacturer, Solar Group, introduced the Reflective Address Number Plaque, a pre-packaged solution for
address identification. Also, in 2005 another subsidiary, United Steel Products (“USP”), broadened its selection of
connector products by expanding its line of hurricane/seismic anchors. USP and another subsidiary, SEMCO, offer
numerous finished parts, including an assortment of metal structural connectors for the residential and commercial
building industries. In addition, USP and its in-house engineers have been active in the development of building codes
nationwide. In particular, USP professionals are recognized for their work and expertise in the field of storm resistant
construction, including being called upon by FEMA to assist with hurricane response and damage assessment efforts.
As a result of our involvement in the development of building codes, we are able to enhance our products and act first
to bring the latest code-compliant building products to the market including USP’s “Hurricane Anchor.” As building
codes continue to tighten, in part in response to hurricanes and other natural events, we have been able to grow our
customer base, especially in coastal regions.

Many of our building products are used by home owners and builders to provide structural and architectural
enhancements for residential and commercial building projects, including in geographic locations subject to severe
weather or seismic activity, and facilitate compliance with increasingly stringent building codes and insurance
company requirements. Our building products are manufactured primarily from galvanized, galvalume and painted
steel, anodized and painted aluminum, copper, brass, zinc and various plastic compounds. These additional metal
purchases, when added to our existing Processed Metal Products segment purchases, enhance our purchasing position
due to the increased total volume and value-added component of these purchases.

Our production capabilities allow us to process the wide range of metals and plastics necessary for manufacturing
building products. Our equipment includes automatic roll forming machines, stamping presses, shears, press brakes,
paint lines, milling, welding, injection molding and numerous automated assembly machines. All equipment is
maintained through a thorough preventive maintenance program, including in-house tool and die shops, allowing us to
meet the demanding service requirements of many of our customers.

Processed Metal Products segment

We manufacture cold-rolled strip steel (including through a joint venture), steel strapping, metal powders and coated
steel products. In addition, we provide materials management and, through a joint venture, steel pickling. We operate
through 12 locations throughout the United States and in China.

Our cold-rolled strip steel is used in applications that demand more precise widths, improved surface conditions and
tighter gauge tolerances than are supplied by primary producers of flat-rolled steel products. Consistent with our
strategy of focusing on value-added products and services, we produce a broad range of fully processed cold-rolled
strip steel products. We buy wide sheet steel in coils from primary producers and process it to specific customer
orders by performing such computer-aided processes as cold reduction, annealing, edge rolling and slitting. Cold
reduction is the rolling of steel to a specified thickness, tolerance and finish. Annealing is a thermal process that
changes hardness and certain metallurgical characteristics of steel. Edge rolling involves conditioning edges of
processed steel into square, full round or partially round shapes. Slitting is the cutting of steel to specified widths.
Depending on customer specifications, we use one or more of these processes to produce steel strip of a precise grade,
temper, tolerance and finish. Customers for our strip steel products include manufacturers in the automotive,
automotive supply, power and hand tool, hardware and other industries.

We have the capability to process coils up to a maximum outside diameter of 72 inches and roll widths of up to 50

inches. Our rolling mills include automatic gauge control systems with hydraulic screwdowns allowing for

microsecond adjustments during processing. Our computerized mills enable us to satisfy an industry demand for a
6



wide range of steel from heavier gauge and special alloy steels to low carbon and light gauge steels, in each case
having a high quality finish and precision gauge tolerance.

Our rolling facilities are further complemented by 17 high convection annealing furnaces, which allow for shorter
annealing times than conventional annealers. Fourteen of our furnaces and bases employ advanced technology that
incorporates the use of a hydrogen atmosphere for the production of cleaner and more uniform steel. As a result of our
annealing capabilities, we are able to produce cold-rolled strip steel with improved consistency in terms of thickness,
hardness, and molecular grain structure and surface.

We can produce certain strip steel products on oscillated coils, which wind strip steel similar to the way fishing line is
wound on a reel. Oscillating the strip steel enables us to put at least six times greater volume of finished product on a
coil than standard ribbon winding, allowing customers to achieve longer production runs by reducing the number of
equipment shut-downs to change coils. Customers are thus able to increase productivity, reduce downtime, improve
yield and lengthen die life. These benefits to customers allow us to achieve higher margins on oscillated products. To
our knowledge, only a few other steel producers are able to produce oscillated coils, and we are not aware of any
competitor that can produce 12,000-pound oscillated coils, the maximum size we produce.

We also have a 50% interest in Gibraltar DFC Strip Steel, LLC, a joint venture with Duferco Farrell Corporation that
manufactures and distributes cold-rolled strip steel products at a facility in Pennsylvania.

In addition, we operate a manufacturing facility in Research Triangle Park, North Carolina that manufactures, markets
and distributes nonferrous metal powder for use in brazing paste, bearings and other products in a number of
industries, including the automotive, aerospace, electronics and consumer products industries. Our recent acquisition
of SCM Asia, a metal powder producer in China, expands the geographic reach of our capability to serve these
customers and markets.

In Buffalo, New York, we manufacture steel strapping that is used to close and reinforce shipping units such as bales,
boxes, cartons, coils, crates and skids. We are one of only four domestic manufacturers of high-tensile steel strapping,
which is subject to strength requirements imposed by the American Society for Testing Materials for packaging of
different products for common carrier transport. This high-tensile steel strapping is essential to producers of large,
heavy products such as steel, paper and lumber where reliability of the packaging material is critical to the safe
transport of the product. Our steel strapping facility is QS-9000 and ISO-14001 registered.

Our coated steel products are used primarily in the building products and construction markets and include galvanized
and galvalume, pre-painted cold rolled galvanized and galvalume, acrylic coated galvanized and galvalume and PVC
coatings for spiral pipe. Materials are available in a wide array of colors and coating qualities. Our cold-rolled low
carbon drawing steels and high strength low alloy steels are used primarily in the automotive market and are supplied
to second and third tier automotive-stamping manufacturers.

We also operate an advanced materials management facility in Michigan that links primary steel producers and end-
user manufacturers by integrating the inventory purchasing, receiving, inspection, billing, storage and shipping
functions and producing just-in-time delivery of materials.

We have a 31% interest in Samuel Steel Pickling Company, a joint venture with Samuel Manu-Tech, Inc. that has two
steel pickling operations in Ohio. After the hot rolling process, the surface of sheet steel is left with a residue known
as scale, which must be removed prior to further processing by a cleaning process known as pickling. This joint
venture pickles steel on a toll basis, receiving fees for pickling services without acquiring ownership of the steel.

Thermal Processing segment

Our Thermal Processing segment provides a wide range of metallurgical heat-treating processes in which customer-
owned metal parts are exposed to precise temperatures, atmospheres and quenchants and other conditions to improve
their mechanical properties, durability and wear resistance. These processes include case-hardening, neutral-hardening
and through-hardening, annealing, normalizing, vacuum hardening, carburizing, nitriding and brazing, as well as a
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host of other processes. Thermal processing can harden, soften or otherwise impart desired properties to parts made of
steel, aluminum, copper, powdered metals and various alloys and other metals.

We operate 16 thermal processing facilities in Alabama, Georgia, Illinois, Indiana, Michigan, North Carolina, Ohio,
Pennsylvania, South Carolina, Tennessee and Ontario, Canada. We maintain a metallurgical laboratory at each facility
with trained metallurgists providing a range of testing capabilities to add value to treated parts and enhance quality
control. Consistent quality control is maintained by application of a statistical process control system and QS-9000 or
ISO-9001 registration. In addition, three of our thermal processing facilities are ISO-14001 registered. We also
maintain a fleet of trucks and trailers to provide rapid turnaround time for our customers.

Due to time and costs associated with transporting materials and customers’ need for just-in-time delivery of thermal
processed products, the commercial thermal processing industry has developed as a regional industry concentrated in
major industrial areas of the country. In addition, the commercial thermal processing industry has realized significant
growth in recent years as more companies involved in the manufacture of metal components have outsourced their
thermal processing requirements. We recently expanded our relationship with GM and Ford by entering into long-
term contracts to provide thermal processing services.

Quality assurance

We place great importance on providing our customers with high-quality products for use in critical applications. We
carefully select our raw material vendors and use computerized inspection and analysis to maintain our quality
standards so that our products will meet critical customer specifications. To meet customer specifications, we use
documented procedures utilizing statistical process control systems linked directly to processing equipment to monitor
all stages of production. Physical, chemical and metallographic analyses are performed during the production process
to verify that mechanical and dimensional properties, cleanliness, surface characteristics and chemical content are
within specification. In addition, all of our facilities that provide services or products to the automotive industry,
including 13 of our thermal processing facilities, are QS-9000 registered, and ten of our building products facilities
are ISO 9001-2000 registered.

Technical services

We employ a staff of engineers, metallurgists and other technical personnel and maintain fully-equipped, modern
laboratories to support our operations. These laboratories enable us to verify, analyze and document the physical,
chemical, metallurgical and mechanical properties of our raw materials and products. In addition, our engineering
staff also employs a range of CAD/CAM programs to design highly specialized and technically precise products.
Technical service personnel also work in conjunction with our sales force to determine the types of products and
services required for the particular needs of our customers.

We have over 100 technical service employees spread throughout our businesses. In each segment the technical staff
monitors our operations to satisfy customer specifications for the product being produced.



Suppliers and raw materials

Steel and metal processing companies are required to maintain substantial inventories of raw material in order to
accommodate the short lead times and just-in-time delivery requirements of their customers. Accordingly, we
generally maintain our inventory of raw materials at levels that we believe are sufficient to satisfy the anticipated
needs of our customers. We manage our inventory levels through improved forecasting; increasingly efficient supply
chain management, including the establishment of extended terms and inventory hold programs with our suppliers;
and our ongoing assessment of market conditions.

The primary raw material we purchase is flat-rolled steel which is used in our Building Products and Processed Metal
Products segments. To a lesser extent, we purchase aluminum for the Building Products segment and copper for use in
our Processed Metal Products segment. We also purchase natural gas to fuel our processes in the Thermal Processing
segment.

We purchase flat-rolled steel at regular intervals on an as-needed basis, primarily from the major North American
suppliers, as well as a limited amount from foreign steel producers. Because of our strategy to develop longstanding
relationships in our supply chain we have been able to maintain an adequate supply of flat-rolled steel.

In early 2004 we experienced temporary supply shortages in the aluminum market. In response, we implemented a
commodity sourcing strategy for purchasing aluminum in order to improve consistency. We now purchase our
aluminum from several domestic mills and supplement that supply by purchasing approximately 15% of our
aluminum requirements from foreign producers. We purchase copper scrap from various domestic sources and, if
scrap is not available in sufficient supply, we purchase cathode. Supply has been adequate from these sources.

We purchase natural gas and electricity from suppliers in proximity to our operations. While there has been upward
pressure on pricing, we have not experienced interruptions due to gas or power constraints, and we have not entered
into contracts that permit an interruptible supply.

We have no long-term contractual commitments with our suppliers. In September 2004, we hired a Vice President of
Supply Chain Management to reexamine and improve our purchasing practices across our geographically dispersed
facilities in order to streamline purchasing across like commodities.

Intellectual property

Although we protect our intellectual property by trademark, copyright and patent registrations, and use this
intellectual property in some of our activities in each of our operating segments, we do not believe any of this
intellectual property is material to our operations. While not material, we do believe our patents related to roof vents
sold in our Building Products segment, scheduled to expire in March 2009 and June 2009, give us a competitive
advantage with regard to that product line.

Sales and marketing

Our products and services are sold primarily by our sales personnel and outside sales representatives located
throughout the United States, Canada and Mexico. We had approximately 312 sales personnel as of December 31,
2005. We have organized sales teams to focus on specific customers and national accounts to allow us to provide
enhanced supply solutions, and enhance our ability to increase the number of products that we provide to those
customers and accounts. Our sales staff works with certain retail customers to manage shelf space which allows us to
increase sales at these locations.



Customers and distribution

We have approximately 16,000 customers located throughout the United States, Canada, Mexico, Europe, Asia, and
Central and South America principally in the building and construction, general manufacturing, automotive,
automotive supply, steel and machinery industries. Major customers include building product distributors, automobile
manufacturers and suppliers and commercial and residential contractors.

During 2003, 2004 and 2005, one of our customers (The Home Depot), accounted for approximately 10.7%, 11.4%
and 12.1%, respectively, of our consolidated gross sales. No other customer represented 10% or more of our
consolidated gross sales for these periods.

During 2003, 2004 and 2005, one customer (The Home Depot) of our Building Products segment accounted for
approximately 20.5%, 22.2% and 22.5%, respectively, of this segment’s gross sales. No other single customer
accounted for more than 10% of our Building Products segment gross sales during these periods.

No one customer of our Processed Metal Products segment represented 10% or more of this segment’s gross sales for
2003, 2004 or 2005. No one customer of our Thermal Processing segment represented 10% or more of this segment’s
gross sales for 2003, 2004 and 2005.

Although we negotiate annual sales orders with the majority of our customers, these orders are subject to customer
confirmation as to product amounts and delivery dates. We do not have long-term contracts with any of our
customers.

Backlog

Because of the nature of our products and the short lead time order cycle, backlog is not a significant factor in our
business. We believe that substantially all of our firm orders existing on December 31, 2005 will be shipped prior to
the end of the first quarter of 2006.

Competition

All of the segments we operate in are highly competitive. In general, we compete in the building products, processed
metal products and the thermal processing markets with several domestic suppliers and, in the case of processed metal
products, some foreign manufacturers. A few of our competitors in the processed metals and building products
segments may be larger, have greater financial resources or have less financial leverage than we do. As a result, these
competitors may be better positioned to respond to any downward pricing pressure or other adverse economic or
industry conditions or to identify and acquire companies or product lines compatible with their business. The basis of
our competition in each segment differs according to unique characteristics of each segment and are discussed in more
detail below.

Building Products

We compete with numerous suppliers of building products in the building products market based on the range of
products offered, quality, price and delivery. Although some of these competing suppliers are large companies, the
majority are small to medium-sized and do not offer the range of building products we do.

The prices for the raw materials we use in our Building Products operations, primarily steel, aluminum and plastic, are
volatile due to a number of factors beyond our control, including supply shortages, general industry and economic
conditions, labor costs, import duties, tariffs and currency exchange rates. Although we have strategies to deal with
volatility in raw material costs such as increasing our inventories to protect against price increases and shortages,
other competitors in this segment who do not have to maintain inventories as large as ours may be better able to
mitigate the effects of this volatility and thereby compete effectively against us on product price.

We believe our broad range of products, product quality and ability to meet exacting customer delivery requirements
gives us a competitive advantage over many competitors in this segment.
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Processed Metal Products

The metal processing market is highly competitive. We compete with a small number of other metal processors,
including Worthington Industries and Steel Technologies. Some of these processors, like Worthington, also focus on
fully processed, high value-added metal products like we do. We compete in this market on the basis of precision and
range of achievable tolerances, quality, price and the ability to meet delivery schedules dictated by customers.

The prices for the raw materials we use in our Processed Metal Products operations, primarily steel, are volatile due to
the same factors described above with respect to our Building Products segment. Although we have strategies to deal
with volatility in raw material costs such as increasing our inventories to protect against price increases and shortages,
other competitors in this segment which do not have to maintain inventories as large as ours may be better able to
mitigate the effects of this volatility and thereby compete effectively against us on product price.

We believe our ability to meet stringent process specifications and the quality of our processed metals give us a
competitive advantage over some competitors in this segment.

Thermal Processing

We compete with a small number of suppliers of thermal processing services in our market areas on the basis of
processes offered, quality, price and delivery. Unlike the markets for building products and processed metal products
in which we sell tangible products, geographic proximity to customers and delivery is a more important competitive
criterion in our Thermal Processing segment because in this segment we process our customers’ products and must
return the product to the customer. Competitors in this segment therefore tend to be more numerous than those in the
other two segments, but smaller and more regional in scope of operations. While operations in this segment are not
subject to raw materials price volatility as in our Building Products and Processed Metal Products segments, this
segment is exposed to natural gas price volatility. Although we have strategies to deal with volatility in energy costs
such as obtaining fixed prices from our suppliers and adding surcharges to our selling prices, other competitors may
be able to better mitigate the effects of this volatility and therefore compete with us on price. We believe the range of
processes offered and the quality of our services give us a competitive advantage over many competitors in this
segment.

Employees

At December 31, 2005, we employed approximately 4,450 people, of which approximately 11.8% were represented
by unions through various collective bargaining agreements that expire between June 16, 2006 and February 19, 2009.

We have historically had good relationships with our unions. We expect the current and future negotiations with our
unions to result in contracts that provide benefits that are consistent with those provided in our current agreements.

Seasonality

Our net sales are generally lower in the first and fourth quarters primarily due to customer plant shutdowns in the
automotive industry due to holidays and model changeovers, as well as reduced activity in the building and
construction industry due to inclement weather.

Governmental regulation

Our processing centers and manufacturing facilities are subject to many federal, state and local requirements relating
to the protection of the environment and we use environmentally sensitive materials in our production processes. For
example, we lubricate our machines with oil and use oil baths to treat some of our products. We believe that we
operate our business in material compliance with all environmental laws and regulations, do not anticipate any
material expenditures in order to meet environmental requirements and do not believe that future compliance with
such laws and regulations will have a material adverse effect on our financial condition or results of operations.
However, we could incur operating costs or capital expenditures in complying with more stringent environmental
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requirements in the future or with current requirements if they are applied to our facilities in a way we do not
anticipate.

Our operations are also governed by many other laws and regulations covering our labor relationships, the zoning of
our facilities, our general business practices and other matters. We believe that we are in material compliance with
these laws and regulations and do not believe that future compliance with such laws and regulations will have a
material adverse effect on our financial condition or results of operations.

Internet Information

Copies of the Company's Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form
8-K, and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange
Act of 1934 are available free of charge through the Company's Web site (www.gibraltar]l.com) as soon as reasonably
practicable after the Company electronically files the material with, or furnishes it to, the Securities and Exchange
Commission.

Item la. Risk Factors

Our level of indebtedness could adversely affect our ability to raise additional capital to fund our
operations, limit our ability to react to changes in the economy or our industry and prevent us from
meeting our obligations.

We are significantly leveraged with total indebtedness of approximately $466.3 million as of December 31,
2005. The following chart shows our level of indebtedness and certain other information as of December
31, 2005:

as of
(Dollars in millions) December 31, 2005
Senior credit facility:
Revolving credit facility $25.0
Institutional term loan 230.0
Senior subordinated notes (1) 204.0
Other 73
Total debt $466.3
Shareholders’ equity 494.0
Ratio of earnings to fixed charges (2) 3.4x

(1) excludes the effect of the $3.4 million discount from face value.

(2) for purposes of calculating the ratio of earnings to fixed charges, earnings consist of income before taxes minus
net undistributed equity earnings minus capitalized interest plus fixed charges. Fixed charges include interest
expense (including amortization of debt issuance costs), capitalized interest and the portion of operating rental
expense that management believes is representative of the interest component of rent expense.

We may not be able to generate sufficient cash to service all of our indebtedness and we could be forced to
take other actions to satisfy our obligations under our indebtedness, which may not be successful.

Our ability to make scheduled payments or to refinance our debt obligations depends on our financial and
operating performance, which is subject to prevailing economic and competitive conditions and to certain
financial, business and other factors beyond our control. We cannot assure you that we will maintain a level
of cash flows from operating activities sufficient to permit us to pay the principal, premium, if any, and
interest on our indebtedness.

If our cash flows and capital resources are insufficient to fund our debt service obligations, we may be
forced to reduce or delay capital expenditures, sell assets or operations, seek additional capital or restructure
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or refinance our indebtedness. We cannot assure you that we would be able to take any of these actions, that
these actions would be successful and permit us to meet our scheduled debt service obligations or that these
actions would be permitted under the terms of our existing or future debt agreements. In the absence of such
operating results and resources, we could face substantial liquidity problems and might be required to
dispose of material assets or operations to meet our debt service and other obligations. Our senior credit
facility and our indenture agreement for our senior subordinated notes restrict our ability to dispose of
assets and use the proceeds from the disposition. We may not be able to consummate those dispositions or
to obtain the proceeds which we could realize from them and these proceeds may not be adequate to meet
any debt service obligations then due.

If we cannot make scheduled payments on our debt, we will be in default and, as a result:
e our debt holders could declare all outstanding principal and interest to be due and payable;

e the lenders under our senior credit facility could terminate their commitments to lend us money and
foreclose against the assets securing their borrowings; and

e we could be forced into bankruptcy or liquidation.

Despite current indebtedness levels, we may still be able to incur substantially more debt. This could further
exacerbate the risks described above.

We and our subsidiaries may be able to incur substantial additional indebtedness in the future. The terms of
the indenture for our senior subordinated notes do not fully prohibit us or our subsidiaries from doing so.
Additionally, our senior credit facility provides commitments of up to $530.0 million in the aggregate,
including a revolving credit facility of up to $300.0 million. At December 31, 2005, outstanding borrowings
under the revolving credit facility were $25.0 million, $11.9 million of letters of credit were outstanding and
$263.1 million was available to be borrowed. In addition, our senior credit facility permits us to enter into
agreements with the administrative agents and any willing lenders to increase the revolving commitments of
those lenders or add new term loans from those lenders up to an aggregate amount of $75.0 million without
obtaining the consent of the majority lenders. Our principal operating subsidiary, Gibraltar Steel
Corporation of New York, is also a borrower under our senior credit facility and the full amount of our
commitments under the revolving credit facility may be borrowed by that subsidiary.

In addition our substantial degree of indebtedness could have other important consequences, including the
following:

e it may limit our ability to obtain additional equity financing for working capital, capital expenditures,
product development, debt service requirements, acquisitions and general corporate or other purposes;

e a substantial portion of our cash flows from operations are dedicated to the payment of principal and
interest on our indebtedness and are not be available for other purposes, including our operations,
capital expenditures and future business opportunities;

e certain of our borrowings, including borrowings under our senior credit facility, are at variable rates of
interest, exposing us to the risk of increased interest rates;

e it may limit our ability to adjust to changing market conditions and place us at a competitive
disadvantage compared to our competitors that have less debt; and

e we may be 