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Forward-looking statements

The matters discussed in this Form 10-K that anedod-looking statements are based on current neamegt expectations that involve
substantial risks and uncertainties, which coulgseaactual results to differ materially from theulés expressed in, or implied by, these
forward-looking statements. These statements cademntified by the fact that they do not relatécsty to historical or current facts. They use
words such as “aim,” “anticipate,” “believe,” “calf “estimate,” “expect,” “intend,” “may,” “plan,™project,” “should,” “will be,” “will
continue,” “will likely result,” “would” and othewords and terms of similar meaning in conjunctiathva discussion of future operating or
financial performance. You should read statemdrasdontain these words carefully, because thegudssour future expectations, contain
projections of our future results of operation®bour financial position or state other “forwarmbking” information.

We believe that it is important to communicate fuure expectations to our investors. However,dl@e events in the future that we
not able to accurately predict or control. Thedestisted under Item 1A, Risk Factors, as wekiag cautionary language in this Form 10-K,
provide examples of risks, uncertainties and eviratismay cause our actual results to differ mallgrfrom the expectations we describe in
our forward-looking statements. Although we belidgivat our expectations are based on reasonablmptisus, actual results may differ
materially from those in the forward looking statats as a result of various factors, including,rmttlimited to, those described under Iltem
1A, Risk Factors and elsewhere in this Form 10-K.

Forward-looking statements speak only as of the dathis Form 1(K. Except as required under federal securities amgsthe rules ar
regulations of the SEC, we do not have any intenmd do not undertake, to update any forwardiapktatements to reflect events or
circumstances arising after the date of this FobrK1whether as a result of new information, futawents or otherwise. As a result of these
risks and uncertainties, readers are cautionetbrjice undue reliance on the forward-lookingestants included in this Form 10-K or that
may be made elsewhere from time to time by, orefmalf of us. All forward-looking statements attiible to us are expressly qualified by
these cautionary statements.




PART I
ITEM 1. BUSINESS
Overview

We are one of the largest distributors of resid@tnd non-residential roofing materials in thetediStates and Canada. We also
distribute other complementary building materiaisjuding siding, windows, specialty lumber prodiahd waterproofing systems for
residential and nonresidential building exteriak&® currently operate 155 branches in 31 stateSa@ahadian provinces, carrying up to
10,000 SKUs and serving more than 38,000 custoriéesare a leading distributor of roofing material&ey metropolitan markets in the
Northeast, Mi-Atlantic, Midwest, Central Plains, Southeast andt8west regions of the United States and in Baganada.

For the fiscal year ended September 30, 2006,ge8al roofing products comprised 49% of our sates-residential roofing products

accounted for 30% of our sales, and siding, waterforg systems, windows, specialty lumber and oéxgerior building products provided
the remaining 21% of our sales.

We also provide our customers a comprehensive afraglue-added services, including:

« advice and assistance to contractors throughowtdahstruction process, including product identtfima, specification and technical
support;

 job site delivery, rooftop loading and logisticahéices;

« tapered insulation design and layout services;

< metal fabrication and related metal roofing desigd layout services;
+ trade credit; and

* marketing support, including project leads for caators.

We believe the additional services we provide sjtieen our relationships with our customers andrdjsish us from our competition.
The vast majority of orders require at least sofrta@se services. Our ability to provide these isesyefficiently and reliably can save
contractors time and money. We also believe thavalue-added services enable us to achieve aweagtoss profit margins on our product
sales. We have earned a reputation for a high tEygloduct availability, excellent employees, msdionalism and high-quality service,
including timely, accurate and safe delivery ofdarcts.

Our diverse customer base represents a signifpzatibn of the residential and non-residential nogfcontractors in most of our
markets. Reflecting the overall market for roofprgducts, we sell the majority of our productsdofing contractors that are involved on a
local basis in the replacement, or re-roofing, congmt of the roofing industry. We utilize a brarzdsed operating model in which branches
maintain local customer relationships but benefitrf centralized functions such as information tetbgy, accounting, financial reporting,
credit, purchasing, legal and tax services. TH@a us to provide customers with specialized potsland personalized local services taili
to a geographic region, while benefiting from theaurces and scale efficiencies of a nationalibligtr.

We have achieved our growth through a combinatidourteen strategic and complementary acquisitizetsveen 1998 and 2006,
opening new branch locationacquiring branches and broadening our productiofieiVe have grown from $76.7 million in salesiscél
year 1998 to $1.5 billion in sales in fiscal ye@08, which represents a compound annual growthofa48.0%. Our internal growth, whic
includes growth from existing and newly opened bhes but excludes growth from acquired branches, @6 per annum over the same
period. Acquired branches are excluded from infegravth measures until they have been under ouresship for at least four full fiscal
quarters at the start of the reporting period. Baithis eight-year period, we opened nineteen nawdh locations and our same




store sales increased an average of 3.2% per arBame store sales are defined as the aggregasefreaebranches open for the entire
comparable annual periods within the eight-yeaiopgetncome from operations has increased from #8l®on in fiscal year 1998 to $100.3
million in fiscal year 2006, which represents a pannd annual growth rate of 44.4%. We believe dhatproven business model will
continue to deliver industry-leading growth and rigpp@g profit margins.

In fiscal 2006, we had internal growth rates of724.and 38.8% in sales and income from operati@spectively, over fiscal 2005.
Fiscal year 2006 had four additional business daysompared to fiscal 2005, which boosted existiagket sales by approximately 2.3%.
We also opened six new branch locations and aatjsixty-five branches through our acquisitions Bl $lolding, Inc. (“Shelter”), Easton
Wholesale Company, Inc. (“Easton”), C & S Roofingterials, Inc. (“Pacific”), Mississippi Roofing Spiy, Inc., Sunbelt Supply, LLC, &
Alabama Roofing Supply, LLC (together the “Supplgndpanies”), Roof Depot, Inc. (“Roof Depot”), anddfiog and Sheet Metal Supply
Company of Tulsa, Inc. (“‘RSM").

History

Our predecessor, Beacon Sales Company, Inc., wasléa in Charlestown, Massachusetts (a suburb stioBpin 1928. In 1984, when
our current Chairman Andrew Logie acquired Beacale$SCompany with other investors, it operatedetittistribution facilities and
generated approximately $16 million in annual rexeerin August 1997, Code, Hennessy & Simmons LP.La Chicago-based private equity
fund, and certain members of management, purctBsadon Sales Company to use it as a platform toickpading regional roofing
materials distributors throughout the United Stated Canada. At the time of the purchase by Codméksy and management, Beacon Sales
Company operated seven branches in New Englandemetated approximately $72 million of revenue atiguprimarily from the sale of
non-residential roofing products. Since 1997, weehaade fourteen strategic and complementary atiqns Also since 1997, we have
opened a total of twenty-four new branches. We lads®@ expanded our product offerings to offer memsdential roofing products and
complementary exterior building materials and edatervices. Our strategic acquisitions, branclaesions, and product line extensions t
increased the diversity of both our customer baskl@cal market focus and generated cost savirrgsigh increased purchasing power and
reduced overhead expenses as a percentage ofewetWa completed an initial public offering (“IPY2¥nd became a public company in
September 2004, and completed a secondary stoetimgffin December 2005.

We were incorporated in Delaware in 1997. Our ppalcexecutive offices are located at One Lakelgatk Drive, Peabody, MA 01960
and our telephone number is (978) 535-7668. Oerhet website addressvisvw.beaconroofingsupply.com
Recent developments

On November 2, 2006, we and our lenders amendedredit facilities. See Capital Resources for &dabkcription.

U.S. Industry Overview

The U.S. roofing market based upon manufacturessdal distribution and others was estimated toppecximately $10.5 billion in
2003, which is the most recent annual data availabls, and is projected to grow 3.5% annuallgubh 2008 to $12.5 billion. We believe
this rate of growth is consistent with the stableg-term growth rates in the industry over the gésyears.

The U.S. roofing market can be separated into ttegories: the residential roofing market and the-residential roofing market. The
residential roofing market accounted for approxeha64% of the total U.S. market by volume in 200Brough the end of the decade, non-
residential roofing construction is expected tovgfaster than residential roofing construction.




Over 70% of expenditures in the roofing marketfaree-roofing projects, with the balance beingiew construction. Re-roofing
projects are generally considered maintenanceepalrrexpenditures and are less likely than nevstcoation projects to be postponed du
periods of recession or slow economic growth. Assalt, demand for roofing products is less vddatilan overall demand for construction
products.

Regional variations in economic activity influertbe level of demand for roofing products acrossUhéed States. Of particular
importance are regional differences in the levai@is home construction and renovation, since thieleatial market for roofing products
accounts for approximately 64% of demand. Demodcatpénds, including population growth and migraticontribute to regional variations
in residential demand for roofing products throtigir influence on regional housing starts andtexdshome sales.

Roofing distributors

Wholesale distribution is the dominant distributiirannel for both residential and nonresidentiefing products. Wholesale roofing
product distributors serve the important role d@filfeating the purchasing relationships betweerfirgpmaterials manufacturers and thouse
of contractors. Wholesale distributors also mamtacalized inventories, extend trade credit, giveduct advice and provide delivery and
logistics services.

Despite some recent consolidation, the roofing natedistribution industry remains highly fragmedt The industry is characterized by
a large number of small and local regional paréinig. As a result of their small size, many of ¢haistributors lack the corporate, operating
and IT infrastructure required to compete effedyive

Residential roofing market

Within the residential roofing market, the re-rawfimarket is more than twice the size of the nesfing market, accounting for over
69% of the residential roofing demand in 2003. Ghernext several years, re-roofing demand is drgeo continue to exceed new roofing
demand, with growth rates nearly double those of remfing.

Driving this demand for re-roofing is an aging Uh®using stock. Over one-third of the U.S. housitagk was built prior to 1960, with
the median age of U.S. homes being over 30 yeashdt shingles, which dominate the residentiabafing market with a nearly 89% she
have an expected useful life of 15 to 20 years.

A number of factors also generate re-roofing demaraduding one-time weather damage (such as Hamas Katrina and Rita which
increased demand in 2006), improvement expendiamdshomeowners looking to upgrade their home®sS#Hl existing homes can affect re-
roofing demand, as some renovation decisions aderg sellers preparing their houses for sale éimek® made by new owners within the
first year or two of occupancy.

Within the new construction portion of the residantoofing market, housing starts together witlyéx average roof sizes have
supported growth in new residential roofing demathalwever, new housing starts declined during 20@i6the pace may continue at the
lower levels, decline further or rebound in theufet

Non-residential roofing market

Demand for roofing products used on non-residebtidtiings is forecast to advance at a fastertrae roofing products used in
residential construction, as a result of a contihgowth in construction activity in the office,ramercial and industrial markets. New non-
residential roofing is currently the




fastest-growing portion of the U.S. roofing markétod economic conditions, including a continuedifpe outlook for business and capital
spending, are expected to drive expenditures forresidential roofing. Higimargin metal roofing will play an important roletime increase
demand.

Re-roofing projects represent approximately 80%heftotal non-residential demand. Re-roofing atstiténds to be less cyclical than
new construction and depends in part upon the tgpesaterials on existing roofs, their expecteddian and intervening factors such as\
or water damage.

The non-residential roofing market includes anaeffand commercial market, an industrial marketamahstitutional market. Office and
commercial roofing projects, the single largest ponent of the non-residential roofing market ab46, are expected to continue to show
gains. Industrial roofing projects, representingb22 of non-residential roofing product sales, sbalso grow. Following a large contraction
in non-residential construction from 2000 to 200@n-residential roofing sales rebounded strongheaent years.

The institutional market is comprised primarilyhafalthcare and educational construction activifiéss market will continue to benefit
from an aging baby boom population that will drimereases in the nation’s healthcare infrastructaseavell as increasing school enrollments
that will require new and replacement facilities.

Complementary building products

Demand for complementary building products suckidisg, windows and doors for both the residergtial non-residential markets also
grew in recent years. As in the roofing industmméind for these products is driven by the repalrramodeling market as well as the new
construction market.

These complementary products also significantlytriioute to the overall building products market2B03, the U.S. siding market was
approximately $8.4 billion and the U.S. window atwbr industry was approximately $25.4 billion. Bottthese markets are expected to
grow in line with that of the roofing industry ovire next several years.

Our Strengths

We believe that our sales and earnings growth eas Bnd will continue to be driven by our primaoynpetitive strengths, which
include the following:

* National scope combined with regional expertise. We believe we are one of the three largest ngafinaterials distributors in the
United States and Canada. We utilize a branch-basehting model in which branches maintain locastemer relationships but
benefit from centralized functions such as infolioratechnology, accounting, financial reportinggdit, purchasing, legal and tax
services. This allows us to provide customers wsjitcialized products and personalized local sesvaitored to a geographic region,
while benefiting from the resources and scale igfficies of a national distributor.

» Diversified business model that reducesimpact of economic downturns. We believe that our business is meaningfullytgeted in
an economic downturn because of our high concémrat re-roofing, the mix of our sales betweeridestial and non-residential
products, our geographic and customer diversitgi,tha financial and operational ability we havexpand our business and obtain
market share.

* Superior customer service. We believe that our high level of customer semand support differentiates us from our competito
We employ experienced salespeople who provide adnic assistance in properly identifying produets/érious applications. We
also provide services such as safe and timelyitetdslivery, logistical support and marketing atmice. We believe that the




services provided by our employees improve ouratusts’ efficiency and profitability which, in turetrengthens our customer
relationships.

» Strong platform for growth and acquisition.  Since 1997, we have consistently increased tevand operating income at rates well
in excess of the growth in the overall roofing mnials distribution industry. We have expanded ausibess through strategic
acquisitions, new branch openings, branch acqomsitand the diversification of our product offerillge have successfully acquired
companies and significantly improved their finaheiad operating performance after acquisition.

» Sophisticated IT platform. All of our locations, except one region of Shelivhich will be converted in January 2007, opecat¢he
same management information systems. We have msidaificant investment in our information systemsjch we believe are
among the most advanced in the roofing distribuiinolustry. These systems provide us with a congigiatform across all of our
operations that helps us achieve additional caktatons, greater operating efficiencies, impropedcchasing, pricing and inventory
management and a higher level of customer ser@uesystems have substantial capacity to handléudure growth without
requiring significant additional investment.

* Industry-leading management team. We believe that our key personnel, includingilblamanagers, are among the most
experienced in the roofing industry. Our execubfficers, regional vice presidents and branch marsfjave an average of over 17
years of roofing industry experience.

» Extensive product offering and strong supplier relationships. We have a product offering of up to 10,000 SKtdpresenting an
extensive assortment of high-quality branded prtslWe believe that our extensive product offefiag been a significant factor in
attracting and retaining many of our customers.adee of our significant scale, product expertigeraputation in the markets that
serve, we have established strong ties to the megidential roofing materials manufacturers ardadnie to achieve substantial
volume discounts.

Growth Strategies

Our objective is to become the preferred supplieoofing and other exterior building product méés in the U.S. and Canadian
markets while continuing to increase our revenwseland maximize our profitability. We plan to atttiese goals by executing the following
strategies:

» Expand geographically through new branch openings.  Significant opportunities exist to expand ouogephic focus by opening
additional branches in existing or contiguous ragidince 1997, we and our acquired companies $umneessfully entered numerous
markets through greenfield expansion. Our strateitfy respect to greenfield opportunities is to opesnches within: (1) our existing
markets; (2) where existing customers have expaimdedhew regions; and (3) in areas that have éichitr no acquisition candidates
that are a good fit with our business model. Aetimwe have acquired small distributors with ontintee branches to fill in existing
regions.

» Pursue acquisitions of regional market-leading roofing materials distributors.  Acquisitions are an important component of our
growth strategy. We believe that there are sigaifiopportunities to grow our business throughiplised, strategic acquisitions.
With only a few large, well-capitalized competitansthe industry, we believe we can continue tdcdban our distribution platform by
successfully acquiring additional roofing materidistributors. Between 1998 and 2006, we succdgshikgrated fourteen strategic
and complementary acquisitions.

» Expand product and service offerings. We believe that continuing to increase the biteaflour product line and customer services
are effective methods of increasing sales to ctimestomers and attracting new customers. We wlodely with customers and
suppliers to identify new building products andvémas, including windows, siding, waterproofing &yms, insulation and




metal fabrication. In addition, we believe we capand our business by introducing products thatcueently offer in certain of our
existing markets into some of our other marketgadrticular, we believe that we can expand nonesdidl roofing sales in certain of
our acquired markets that currently sell mostlydestial products.

Products and services
Products

The ability to provide a broad range of productsssential in roofing materials distribution. Wergane of the most extensive arrays of
high-quality branded products in the industry, dimgbus to deliver products to our customers omeelly basis. Excluding one region of
Shelter’s operations that is not yet on our mam&asystem, we are able to fulfill approximately 96f@ur orders through our in-stock
inventory as a result of the breadth and depthuofroventory at our branches. Our product portfalidudes residential and non-residential
roofing products as well as complementary buildgingducts such as siding, windows and specialty kmpiboducts. Our product lines are
designed to primarily meet the requirements of weffidential and non-residential roofing contrastor

Product Portfolio

Residential
roofing products

Asphalt shingles

Synthetic slate and til

Clay tile

Concrete tile

Slate

Nail base insulatio

Metal roofing

Felt

Wood shingles an
shakes

Nails and fastenel

Prefabricated flashing

Ridges and soffit ven

Gutters anc
downspouts

Other accessorie

Non-residential

Complementary building products

roofing products Siding Windows/Doors
Single-ply roofing Vinyl siding Vinyl windows
Asphalt Red, white and yello\ Aluminum windows
Metal cedar sidinc Wood windows

Modified bitumen
Built-up roofing
Cements and coatin
Insulatior—flat stock
and tapere:
Commercial fastenel
Metal edges an
flashings
Skylights, smoke vent
and roof hatche
Sheet metal, includin
copper, aluminun
and stee
Other accessorie

Fiber cement sidin

Soffits

House wraps and vap
barriers

Other

Waterproofing systenr
Building insulation

Air barrier system:
Gypsum

Turn-key windows
Doors

Specialty Lumber

Redwood

Red cedar deckin

Mahogany deckin

Pressure treated lumkt

Fire treated plywoor

Synthetic decking PV(
trim boards

Millwork

Custom millwork

The products that we distribute are supplied byirtdestry’s leading manufacturers of high-qualibpfing materials and related
products, such as Alcoa, Carlisle, CertainteedCBth, EMCO, Firestone, GAF Materials, Johns Maeyi®wens Corning and Tamko.

In the residential market, asphalt shingles corephe largest share of the products we sell. We hiso developed a specialty niche in
the residential roofing market by distributing puots such as high-end shingles, copper guttersrestal roofing products, as well as
specialty lumber products for residential applias, including redwood, white and red cedar shisgled cedar siding, and mahogany and
red




cedar decking. Additionally, we distribute guttedeynspouts, tools, nails, vinyl siding, windowecking and related exterior shelter prod
to meet the needs of our residential roofing custem

In the non-residential market, single-ply roofinggt®ms comprise the largest share of our prod@uis single-ply roofing systems
consist primarily of Ethylene Propylene Diene Mormar(synthetic rubber or EPDM) or thermo plastic Q)Poofing materials and related
components. In addition to the broad range of sipdy roofing components, we sell the insulatioattis required as part of most non-
residential roofing applications. Our insulatiomghucts include tapered insulation, which has beliglagrowth product line. Our remaining
non-residential products include metal roofing #8aghings, fasteners, fabrics, coatings, roof dramodified bitumen, built-up roofing and
asphalt.

Services

We emphasize service to our customers. We empkoypaledgeable staff of in-house salespeople. Oesgsrsonnel possess in-depth
technical knowledge of roofing materials and amilams and are capable of providing advice ands&s®ie to contractors throughout the
construction process. In particular, we supportaustomers with the following value-added services:

» advice and assistance throughout the constructimeeps, including product identification, specifica and technical support;
 job site delivery, rooftop loading and logisticahéices;

« tapered insulation design and layout services;

* metal fabrication and related metal roofing desigd layout services;

* trade credit; and

» marketing support, including project leads for caators.

Customers

Our diverse customer base consists of more th@®8&ontractors, home builders, building owners, @ther resellers primarily in the
Southeast, Northeast, Central Plains, Midwest, I8oest and Mid-Atlantic regions of the United Stateswell as in Eastern Canada. Our
typical customer varies by end market, with rekinsmall contractors in the residential market amll to large-sized contractors in the
non-residential market. To a lesser extent, outotasr base includes general contractors, retaledsbuilding materials suppliers.

As evidenced by the fact that a significant nundfeyur customers have relied on us or our predecgss their vendor of choice for
decades, we believe that we have strong custoratioreships that our competitors cannot easily ldisp or replicate. No single customer
accounts for more than 0.5% of our revenues.

Sales and marketing
Sales strategy

Our sales strategy is to provide a comprehensiay arf high-quality products and superior value-gtdidervices to residential and non-
residential roofing contractors reliably, accuratehd on time. Excluding one region of Shelter’smpions not yet on our mainframe system,
we fulfill approximately 95% of our warehouse orslénrough our in-stock inventory as a result oftiheadth and depth of our inventory at
our local branches. We believe that our focus aviding superior value-added services and ourtghii fulfill orders accurately and rapidly
enables us to attract and retain customers.




Sales organization

We have attracted and retained an experiencedfeatesof more than 900 people who are responé$illgenerating revenue at the lo
branch level. The expertise of our salespeopleshadpto increase sales to existing customers athded customers.

Each of our branches is headed by a branch manageralso functions as the branslsales manager. In addition, each branch gen
employs up to four outside direct salespeople antbdive inside salespeople who report to theinioh manager. Branches that focus on the
residential market typically staff larger numbef®otside salespeople.

The primary responsibilities of our outside salegpe are to prospect for new customers and increass to existing customers. Our
outside salespeople accomplish these objectivesuigwing information from construction reports asttier industry news services in search
of attractive construction projects in their loo@drkets that are up for bids from contractors. Cacenstruction project is identified, our
outside salespeople contact potential customeas ffort to solicit their interest in participagimvith us in the project. By seeking a
contractor to “partner” with on a bid, we incredise likelihood that the contractor will purchaseithroofing materials and related products
from us in the event that the contractor is setb@be the project.

To complement our outside sales force, we havé &wlrong and technically proficient inside satedgf. Our inside sales force is
responsible for fielding incoming orders, providipgcing quotations and responding to customerimggi Our inside sales force provides
vital product expertise to our customers.

In addition to our outside and inside sales foregsrepresent certain manufacturers for partiamanufacturersproducts. Currently, w
have developed relationships with Carlisle, JohmasWille, Owens Corning, Soprema and Firestone mtisis. We currently employ fifteen
representatives who act as liaisons (on behalfafgrty owners, architects, specifiers and constdjdetween these roofing materials
manufacturers and professional contractors.

Marketing

In order to capitalize on the local customer relaghips that we have established and benefit frenbtands developed by our regional
branches, we have maintained the trade names dfahthse businesses that we have acquired. Thade trames—Alabama Roofing Supply,
Beacon Roofing Supply Canada Company, Beacon Salegpany, Best Distributing, Coastal Metals, Deal&hoice, Forest, GLACO,
Groupe Bedard, JGA Corp., Lafayette Woodworks, M#ppi Roofing Supply, Pacific Supply, Quality Rimg Supply, Roof Depot, Roofir
and Sheet Metal of Tulsa, Shelter Distribution, tBetn Roof Center, The Roof Center and West Endiarm-are well-known in the local
markets in which the respective branches compeate@aemassociated with the provision of high-quaityducts and customer service.

As a supplement to the efforts of our sales foeagh of our branches communicates with residestidinon-residential contractors in
their local markets through newsletters, directlrmad the Internet. In order to build and strengthedationships with customers and vendors,
we sponsor and promote our own regional trade shaish feature general business and roofing semmiiwa our customers and product
demonstrations by our vendors. In addition, wenatteumerous industry trade shows throughout thiemsgn which we compete, and we are
an active member of the National Roofing Contrac#ssociation, as well as regional contractorsbeisdions.




Purchasing and suppliers

Our status as a leader in our core geographic rngr&e well as our reputation in the industry, &lsved us to forge strong relationsh
with numerous manufacturers of roofing materiald eslated products, including Alcoa, Carlisle, @arteed, EIkCorp, Firestone, GAF
Materials, Johns Manville, Owens Corning, Sopremd Bamko.

We are viewed by our suppliers as a key distribdtar to our industry expertise, significant makdre in our core geographic markets
and the substantial volume of products that weitlige. We have significant relationships with mtiran 50 suppliers and maintain multiple
supplier relationships for each product line.

We manage the procurement of products through eadduarters for the vast majority of the produutd we distribute. We believe this
enables us to purchase products more economitaltyrnost of our competitors. Product is shippedadiy by the manufacturers to our
branches or customers.

Operations
Facilities

Our network of 155 branches serves metropolitaasaire 31 states and three Canadian provinces.netigork has enabled us to
effectively and efficiently serve a broad customase and to achieve a leading market positionéh efiour core geographic markets.

Operations

Our branch-based model provides each location avitlgnificant amount of autonomy to operate withia parameters of our overall
business model. Operations at each branch areetdito meet the local needs of their customersebéing on market needs, branches carry
from about 1,000 to 10,000 SKUs.

Branch managers are responsible for sales, prasidgstaffing activities, and have full operatiooahtrol of customer service and
deliveries. We provide our branch managers withifigant incentives that allow them to share in phefitability of their respective branches
as well as the company as a whole. Personnel atasporate operations assist the branches witthpgieg, procurement, credit services,
information systems support, contract managemengumting and legal services, benefits administnaéind sales and use tax services.

Distribution/fulfillment process

Our distribution/fulfillment process is initiateghan receiving a request for a contract job ordetiact product order from a contractor.
Under a contract job order, a contractor typicediguests roofing or other construction materiats tehnical support services. The contra
discusses the project’s requirements with a satespeand the salesperson provides a price quotitidhe package of products and services.
Subsequently, the salesperson processes the odiereadeliver the products to the customer’s jod. si

Fleet

Our distribution infrastructure supports more tB&0,000 deliveries annually. To accomplish this,mantain a dedicated owned fleet
of 887 straight trucks, 203 tractors and 410 traildlearly all of our delivery vehicles are equigpéth specialized equipment, including 615
truck-mounted forklifts, cranes, hydraulic booms @onveyors, which are necessary to deliver pradiactooftop job sites in an efficient and
safe manner.




Our branches focus on providing materials to custsrwho are located within a two-hour radius ofrthespective facilities. We make
deliveries five days per week.

Management information systems

We have fully integrated management informatiorieays. Our systems are consistently implementedsa@ibour branches, and
acquired businesses are promptly moved to ourmsyspon acquisition. Our systems support every maternal operational function, except
payroll, providing complete integration of purchagireceiving, order processing, shipping, inventoanagement, sales analysis and
accounting. All of our domestic branches, excepbfte of Shelter’s regions, use the same databat@a the system, allowing branches to
easily acquire products from other branches ordudeadeliveries by other branches, greatly enhanour customer service. Our system also
has a sophisticated pricing matrix which allowsaisefine pricing by region, branch, type of cusesntustomer, or even a specific customer
project. In addition, our system allows us to monéll branch and regional performance centrally. Ndve centralized many functions to
leverage our size, including accounts payable rarste, employee benefits, vendor relations, an#libgnWe expect to have the remaining
Shelter branches integrated early in fiscal 2007.

All of our branches are connected to our IBM AS40thputer network by secure Internet connectionwigate data lines. We maintain
a second IBM AS400 as a disaster recovery systedhirdormation is backed up to this system througleach business day. We have the
capability of electronically switching our domestiperations to the disaster recovery system.

We have created a financial reporting packagedatats us to send branches information they cartaissempare branch by branch
financial performance, which we believe is essémtimperating each branch efficiently and morefipably. We have also developed a
benchmarking report which enables us to comparef allir branches’ performance in 12 critical areas.

We can place purchase orders electronically withesof our major vendors. The vendors then trantrait invoices electronically to L
Our system automatically matches these invoicds thi related purchase orders and schedules payApgroximately 40% of our
inventory purchases are processed electronicaleyh@ve the capability to handle customer processigronically, although most
customers prefer ordering through our sales force.

Government regulations

We are subject to regulation by various federakestprovincial and local agencies. These ageimiasde the Environmental Protection
Agency, Department of Transportation, Interstaten@&rce Commission, Occupational Safety and HeadtimiAistration and Department of
Labor and Equal Employment Opportunity Commisside. believe we are in compliance in all materiapezss with existing applicable
statutes and regulations affecting environmensaids and our employment, workplace health and viexkypsafety practices.

Competition

Although we are among the three largest roofingeni distributors in the United States and CantiiaU.S. roofing supply industry
highly competitive. The vast majority of our comfieh comes from local and regional roofing supgistributors, and, to a much lesser
extent, other building supply distributors and “bigx” retailers. Among distributors, we competeiagta small number of large distributors
and many small, local, privately-owned distributdrle principal competitive factors in our busingsgdude, but are not limited to, the
availability of materials and supplies; technicadguct knowledge and expertise; advisory or otkevise capabilities; pricing of products;
and availability of
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credit. We generally compete on the basis of produality, the quality of our services and, to ssker extent, price. We compete not only for
customers within the roofing supply industry bigcafor personnel.

Employees

As of September 30, 2006, we had 2,641 employeasjsting of 702 in sales and marketing, 219 imbhamanagement, including
supervisors, 1,318 warehouse workers and drivacs482 general and administrative personnel.

We believe that our employee relations are goodrtEen of our employees are represented by a labon and covered by a collective
bargaining agreement.
Order Backlog

Order backlog is not a material aspect of our legsrand no material portion of our business isestiltp government contracts.

Seasonality

In general, sales and net income are highest dorindjrst, third and fourth fiscal quarters, whigpresent the peak months of
construction, especially in our branches in theéheastern U.S. and in Canada. Our sales are stibitalower during the second quarter,
when we usually incur net losses. These quartkrgfuations have diminished as we have diversifitad the southern regions of the United
States.
Geographic Data

For geographic data about our business, pleasdateel6 to our Consolidated Financial Statemerdsided elsewhere in this Form 10-
K.
ITEM 1A. RISK FACTORS

You should carefully consider the risks and undeti@s described below and other information inéddn this Form 10-K in evaluating
us and our business. If any of the events descbiemv occur, our business and financial resultslddoe adversely affected in a material
way. This could cause the trading price of our camrstock to decline, perhaps significantly.

We may not be able to effectively integrate newly acquired businesses into our operations or achieve expected profitability from our
acquisitions.

Our growth strategy includes acquiring other disttors of roofing materials and complementary potsluAcquisitions involve
numerous risks, including:

« unforeseen difficulties in integrating operatiotesshnologies, services, accounting and personnel;

« diversion of financial and management resourcas E&isting operations;

« unforeseen difficulties related to entering geobrapegions where we do not have prior experience;
» potential loss of key employees;

» unforeseen liabilities associated with businessqsieed; and

* inability to generate sufficient revenue to offaeguisition or investment costs.

As a result, if we fail to evaluate and executeudsitions properly, we might not achieve the apti¢ed benefits of these acquisitions,
and we may incur costs in excess of what we amdieiprhese risks may be greater in the case adflacquisitions.
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We may not be able to successfully identify acquisition candidates, which would slow our growth rate.

We continually seek additional acquisition candédan selected markets and from time to time engaggploratory discussions with
potential candidates. If we are not successfuhidifig attractive acquisition candidates that we @equire on satisfactory terms, or if we
cannot complete acquisitions that we identifysitinlikely that we will sustain the historical gritmrates of our business.

An inability to obtain the products that we distribute could result in lost revenues and reduced margins and damage relationships with
customers.

We distribute roofing and other exterior buildingterials that are manufactured by a number of majppliers. Although we believe
that our relationships with our suppliers are sgrand that we would have access to similar produats competing suppliers should prodt
be unavailable from current sources, any disrugtiasur sources of supply, particularly of the mosimonly sold items, could result in a
loss of revenues and reduced margins and damag®nships with customers. Supply shortages mawraes a result of unanticipated
demand or production or delivery difficulties. Whehortages occur, roofing material suppliers oftéocate products among distributors.

Loss of key personnel or our inability to attract and retain new qualified personnel could hurt our ability to operate and grow successfully.

Our success is highly dependent upon the servicestmert Buck, our President and Chief Executivédef, David Grace, our Chief
Financial Officer, and historically Andrew LogieyroChairman of the Board. Our success will contittudepend to a significant extent on
executive officers and key management personngyding our regional vice presidents. We do notehlaey man life insurance covering any
of our executive officers. We may not be able taireour executive officers and key personnel traat additional qualified management.
The loss of any of our executive officers or otkey management personnel, or our inability to rié@md retain qualified personnel, could
hurt our ability to operate and make it difficudtéxecute our acquisition and internal growth styas.

A changein vendor rebates could adversely affect our income and gross margins.

The terms on which we purchase product from marguofvendors entitle us to receive a rebate basdteovolume of our purchases.
These rebates effectively reduce our costs forymrtsd If market conditions change, vendors may e change the terms of some or all of
these programs. Although these changes would fexttahe net recorded costs of product alreadyhasged, it may lower our gross margins
on products we sell or income we realize in fujpeeods.

Cyclicality in our business could result in lower revenues and reduced profitability.

We sell a portion of our products for new residairdind non-residential construction. The strendtth@se markets depends on new
housing starts and business investment, which amection of many factors beyond our control, irthg interest rates, employment levels,
availability of credit and consumer confidence. Dwvns in the regions and markets we serve cosldtran lower revenues and, since many
of our expenses are fixed, lower profitability. Hower, new housing starts declined during 2006 hagace may continue at the lower levels
or decline further.

Seasonality in the construction and re-roofing industry generally resultsin second quarter losses.

Our second quatrter is typically adversely affedtgdvinter construction cycles and weather pattereolder climates as the level of
activity in the new construction and re-roofing kets decreases. Because many of our expenses regtaively fixed throughout the year,
we generally record a loss during our second qualfe expect that these seasonal variations wiitinae in the future.
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If we encounter difficulties with our management information systems, we could experience problems with inventory, collections, customer
service, cost control and business plan execution.

We believe our management information systems ampetitive advantage in maintaining our leadgrglusition in the roofing
distribution industry. If we experience problemghwour management information systems, we coul@égspce, among other things, product
shortages and/or an increase in accounts receivamefailure by us to properly maintain our managat information systems could
adversely impact our ability to attract and semrsteamers and could cause us to incur higher opgratists and experience delays in the
execution of our business plan.

An impairment of goodwill and/or other intangible assets could reduce net income.

Acquisitions frequently result in the recordinggafodwill and other intangible assets. At Septen3#er2006, goodwill represented
approximately 35% of our total assets. Goodwilidslonger amortized and is subject to impairmestirtg at least annually using a fair-value
based approach. The identification and measureafggaodwill impairment involves the estimation bétfair value of our single reporting
unit. Our accounting for impairment contains unaty because management must use judgment imgateg appropriate assumptions to
be used in the measurement of fair value. We déterfair value using a market approach to valuebusiness.

We evaluate the recoverability of goodwill for iniymaent in between our annual tests when eventb@anges in circumstances indicate
that the carrying amount of goodwill may not beonearable. Any impairment of goodwill will reducetrircome in the period in which the
impairment is recognized.

We might need to raise additional capital, which may not be available, thuslimiting our growth prospects.

We may require additional equity or further dehgficing in order to consummate an acquisition oafdlitional working capital for
expansion or if we suffer losses. In the eventtamtthl equity or debt financing is unavailable & we may be unable to expand or make
acquisitions and our stock price may decline assalt of the perception that we have more limiteagh prospects.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

We lease 159 facilities, including our headquaréerd other support facilities, throughout the UshiBtates and Eastern Canada. These
leased facilities range in size from 2,000 squeet fo 138,716 square feet. We sublet three fasilitn addition, we own eleven
sales/warehouse facilities located in Manchestewy Nampshire; Reading, Pennsylvania; Montreal, @agBainte-Foy, Quebec; Delson,
Quebec; Salisbury, Maryland; Hartford, Connecti€iranston, Rhode Island; Lancaster, Pennsylvaacksdnville, Florida and Easton,
Maryland. These owned facilities range in size frbly600 square feet to 48,900 square feet. Ahefawned facilities are mortgaged to our
senior lenders. We believe that our propertiesragmod operating condition and adequately servecatrent business operations.
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As of December 1, 2006, our 155 branches and 1 ddicilities, including one branch in Texas nat geened, were located in the
following states and provinces:

Number of

State Branches Other
Alabama
Arkansas
California
Connecticu
Delaware
Florida
Georgia

Illinois

Indiana

lowa

Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusett
Michigan
Minnesots
Mississippi
Missouri
Nebraske

New Hampshire
North Caroling
Oklahomsa
Pennsylvani:
Rhode Islanc
South Carolin
Tennesse
Texas
Vermont
Virginia
Subtotal—U.S.
Canadian Provinces
Manitoba
Ontario
Quebec
Subtotal—Canada
Total
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ITEM 3. LEGAL PROCEEDINGS

From time to time, we are involved in lawsuits theg brought against us in the normal course ahlgs. We are not currently a party
any legal proceedings that would be expected, ritickvidually or in the aggregate, to have a matexdverse effect on our business or
financial condition.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
No matters were submitted to a vote of our secingtgers during the fourth quarter of the year enSeptember 30, 2006.
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PART Il

ITEM5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOC KHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Our common stock trades on The NASDAQ Global Selgantket under the symbol “BECN”. The following tedists quarterly
information on the price range of our common stbaked on the high and low reported sale pricesidfocommon stock as reported by
NASDAQ for the periods indicated below, adjustedtf@e June 2006 thr-for-two stock split.

High Low

Year ended September 24, 200!

First quartel $14.4z  $10.5C

Second quarte $15.4€ $12.51

Third quartel $19.5¢ $14.01

Fourth quarte $22.37 $16.17
Year ended September 30, 200!

First quartel $22.1€ $17.07

Second quarte $27.62 $18.54

Third quartel $28.97 $20.2¢€

Fourth quarte $22.7: $16.0C

There were 39 holders of record of our common s&sckf December 1, 2006.

Purchases of Equity Securities by the Issuer and Afiated Purchasers

No purchases of our equity securities were madeshyr affiliated purchasers during the fourth geraof the year ended September 30,
2006.

Recent Sales of Unregistered Securities

None.

Dividends

We have not paid cash dividends on our common sindkdo not anticipate paying dividends in thegesable future. Our board of
directors currently intends to retain any futurengggs for reinvestment in our business. Our rewgj\credit facilities currently prohibit the
payment of dividends without the prior written censof our lender. Any future determination to miyidends will be at the discretion of our
board of directors and will be dependent upon eauits of operations and cash flows, our finarisiition and capital requirements, general
business conditions, legal, tax, regulatory and@mtractual restrictions on the payment of dividerand any other factors our board of
directors deems relevant.

ITEM 6. SELECTED FINANCIAL DATA

You should read the following selected financidbmmation together with our financial statementd aglated notes and “Management’s
discussion and analysis of financial condition eeglilts of operations” also included in this FordaKL We have derived the statement of
operations data for the years ended Septembei088, September 24, 2005 and September 25, 2004harxhlance sheet information at
September 30, 2006 and September 24, 2005, frorawalited financial statements included in this FAGK. We have derived the
statements of operations data for the years endpte®ber 27, 2003 and September 28, 2002, anchtande sheet data at September 25,
2004,

15




September 27, 2003 and September 28, 2002, frorawglited financial statements not included in Bosm 10-K. Certain priogear amount
have been reclassified to conform to the curreat peesentation.

Fiscal year endec

September 30

2006 September 24 September 25 September 27 September 28
(53 weeks} 2005 2004 2003 2002
Statement of operations data
Net sales $ 1,500,63° $ 850,92¢ $ 652,90¢ $ 559,54( $ 549,87:
Cost of products sold 1,136,50( 643,73¢ 487,20(C 418,662 413,92E
Gross profit 364,137 207,19t 165,70¢ 140,87¢ 135,94¢
Operating expenses (includes stoc

based compensation expense of

$3,222, $690, $10,299 and $522

for the years ended 2006, 2005,

2004 and 2002 respectivel 263,83¢ 146,47¢€ 131,037 109,58¢€ 106,52C
Income from operations 100,301 60,71¢ 34,672 31,292 29,428
Interest expens (19,461) (4,911) (11,621) (14,052) (15,308)
Change in value of warrant

derivatives(1 — — (24,992) (2,614) (2,756)
Loss on early retirement of de — (915) (3,285) — —
Income taxes (31,529 (21,97€) (10,12¢) (7,521) (6,153)
Net income (loss) $ 49,311 $ 32,917 $ (15359 $ 7,10k $ 5,211
Net income (loss) per sha

Basic $ 1.15 $ 0.83 $ 057 $ 0.27 $ 0.20

Diluted $ 1.12 $ 0.80 $ 057 $ 0.26 $ 0.19
Weighted average shares outstanc

Basic 42,903,27¢ 39,716,93: 26,857,80! 26,762,96¢ 26,546,22¢

Diluted 44,044,76¢ 41,118,94¢« 26,857,80: 27,345,68: 26,837,51(

Other financial and operating da
Depreciation and amortizatic $ 23,79z $ 8,74¢ $ 6,922 $ 6,047 $ 5,851
Capital expenditures (excluding

acquisitions $ 19,062 $ 10,811 $ 5,127 $ 4,97¢ $ 4 53¢

Number of location: 155 84 67 65 62

(1) The change in value of warrant derivatives repregeohanges in the fair market value of certainrards previously issued in connection with debt
financings that were redeemed on September 28, 2004
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September 30 September 24  September 25  September 27  September 28
2006 2005 2004 2003 2002

Balance sheet dat

Cash $ 1,847 $ — $ — $ 64 $ 69
Total assets $839,89( $386,98: $301,49¢ $275,70¢ $257,93:
Current debt and warrant derivative

liability:
Cash overdral $ — $ 6,107 $ 3,694 $ — $ —
Borrowings under revolving lines of

credit — — 44,59z 59,831 65,901
Warrant derivative liabilitie: — — 34,33t 3,683 2,958
Current portions of long-term

debt and equipment financi 6,657 6,34¢ 6,152 9,20C 12,29z

$ 6,657 $ 12,45¢ $ 88,77 $ 72,714 $ 81,14¢

Long-term debt, net of current portior
Borrowings under revolving lines ¢

credit $229,75: $ 63,76¢ $ — $ — $ —
Senior notes payable and other

obligations 69,28: 20,15¢ 22,66( 149 7,424
Junior subordinated notes

payable — — 17,071 35,171 32,43¢

Subordinated notes payable to
related parties and notes payable

to stockholder: — — 29,442 27,081 25,041
Equipment financing and other 10,61( 1,66¢ 976 497 —
$309,64¢ $ 85,59: $ 70,14¢ $ 62,904 $ 64,901

Warrant derivative liabilities-long-terr ¢ — $ — $ — $ 8,24: $ 6,35¢
Stockholders’ equity $291,16¢ $178,74¢ $ 38,24t $ 41,76¢ $ 32,29(C
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ITEM7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF OPERATIONS

The following discussion should be read in conjiomctvith our consolidated financial statements aaldted notes and other financial
information appearing elsewhere in this Form 10hiKaddition to historical information, the followgndiscussion and other parts of this
Form 1(-K contain forward-looking information that involveisks and uncertainties. Our actual results catiffer materially from those
anticipated by this forward-looking information dteethe factors discussed under “Risk factors,” ‘fa@rd-looking statements” and
elsewhere in this Form 10-K. Certain tabular inf@tion will not foot due to rounding.

Overview

We are one of the largest distributors of residegrtnd non-residential roofing materials in thetddiStates and Canada. We are also a
distributor of other building materials, includis@ing, windows, specialty lumber products and wateofing systems for residential and
nonresidential building exteriors. We purchase potsl from a large number of manufacturers and tlignibute these goods to a customer
base consisting of contractors and, to a lessengxgeneral contractors, retailers and buildingenia suppliers.

We carry up to 10,000 SKUs through 155 branchékarlnited States and Canada. In fiscal year 28@8roximately 93% of our net
sales were in the United States. We stock oneeoifrtbist extensive assortments of higlality branded products in the industry, enablisgc
deliver products to our customers on a timely basis

Execution of the operating plan at each of our thas drives our financial results. Revenues aradatgal by the relative strength of the
residential and noresidential roofing markets we serve. We allow eafchur branches to develop its own marketing jglad mix of product
based upon its local market. We differentiate duesefrom the competition by providing customengmss, including job site delivery,
tapered insulation layouts and design and metaidatiion, and by providing credit. We consider cusér relations and our employees’
knowledge of roofing and exterior building matesi& be important to our ability to increase custoioyalty and maintain customer
satisfaction. We invest significant resources a@ining our employees in sales techniques, manageskitls and product knowledge. While
we consider these attributes important driversusftiusiness, we continually pay close attentiocottrolling operating costs.

Our growth strategy includes both internal growdhehning branches, growing sales with existing custs, adding new customers and
introducing new products) and acquisition growthir @ain acquisition strategy is to target markatkss in geographic areas that we
presently do not serve. Our October 2005 acquisiticShelter and December 2004 acquisition of J@&Aexamples of this approach. Shelter
is a leading distributor of roofing and other birnlglmaterials which had 51 branches at the timh®facquisition in the Midwest, Central
Plains and Southwest, with minimal branch overla wur existing operations. JGA is a leading Sea#t distributor of roofing and other
building materials, currently with fifteen branchiesGeorgia, Florida, Alabama and Mississippi. Vidave acquired smaller companies to
supplement branch openings within an existing meg@ur April 2005 acquisition of Insulation Systerhre. of Virginia (“ISI”), which we
integrated into our region in the Carolinas, issaample of such an acquisition.
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General
We sell all materials necessary to install, replace repair residential and non-residential roofduding:
« shingles;
» single-ply roofing;
* metal roofing and accessories;
» modified bitumen;
 built up roofing;
* insulation;
+ slate and tile;
 fasteners, coatings and cements; and
« other roofing accessories.
We also sell complementary building products suh a
« vinyl siding;
* doors, windows and millwork;
« wood and fiber cement siding;
* residential insulation; and
« waterproofing systems.

The following is a summary of our net sales by picidyroup for the last three full fiscal years:

Year Ended
September 30, 200 September 24, 200! September 25, 200-
Net Sales Mix Net Sales Mix Net Sales Mix
Residential roofing products $ 731,70¢  48.8% $346,29: 40.7% $268,78( 41.2%
Non-residential roofing produc 448,04: 29.9% 305,60 35.8% 223,23 34.2%
Complementary building
products 320,891 21.4% 199,03: 23.4% 160,89¢ 24.6%

$1,500,63 100.C% $850,92¢ 100.C% $652,90¢ 100.C%

We have over 38,000 customers, none of which reptssnore than 0.5% of our net sales. Many of aatamers are small to mid-size
contractors with relatively limited capital resoeisc We maintain strict credit approval and revieligies, which in the past has helped to
keep losses from customer receivables within opeetations. For the past six years, write-offsdoubtful accounts have averaged less than
0.3% of net sales.

Our expenses consist primarily of the cost of potslpurchased for resale, labor, fleet, occupaag,selling and administrative
expenses. We compete for business and may respauothipetitive pressures by lowering prices in otdanaintain our market share.
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Since 1997, we have made fourteen strategic angbleomentary acquisitions and opened 24 new brantkesopened three branches in
2004, six branches in 2005 and six branches in 200&n we open a new branch, we transfer a cdea@i of existing business from an
existing branch to the new branch. This allowsrtee branch to commence with a base business amalédsvs the existing branch to target
other growth opportunities.

In managing our business, we consider all growttiuding the opening of new branches, to be integrawth unless it is a result of an
acquisition. In our management’s discussion andlyaisaof financial condition and results of opeoas, when we refer to growth in existing
markets, we include growth from existing and neapened branches but exclude growth from acquiraddires until they have been under
our ownership for at least four full fiscal quageit the start of the reporting period. During 2088D5 and 2006, our internal sales growth
was 16.7%, 15.7% and 14.7%, respectively.

We use a 52/53 week fiscal year ending on theSasirday of September. Our fiscal years ended Bdyatie25, 2004 (“2004") and
September 24, 2005 (“2005") contained 52 weeksleathie fiscal year ended September 30, 2006 (“200&itained 53 weeks.

Results of operations
The following discussion compares our results arapons for 2006, 2005 and 2004.

The following table shows, for the periods indichtformation derived from our consolidated stadets of operations expressed as a
percentage of net sales for the period presented.

Year ended
September 30 September 24 September 25
2006 2005 2004
Net sales 100.C% 100.C% 100.C%
Cost of products sold 75.7 75.7 74.6
Gross profit 24.3 24.3 25.4
Operating expenses 17.6 17.2 20.1
Income from operations 6.7 7.1 5.3
Interest expens (1.3) (0.5) (1.8)
Change in value of warrant derivativ — — (3.8)
Loss on early retirement of debt — (0.1 (0.5
Income (loss) before income taxes 5.4 6.5 (0.8)
Income taxes (2.1) (2.6) (1.6)
Net income (loss 3.3% 3.9% (2.49)%
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2006 compared to 2005

The following table shows a summary of our resoftsperations for 2006 and 2005, broken down bgtexg markets and acquired
markets.

For the Fiscal Years Ended

Net Sales

Consolidated net sales increased $649.7 millio@604%, to $1,500.6 million in 2006 from $850.9 linit in 2005. Existing markets s¢
internal growth of $111.3 million, or 14.7%, whiteir 2006 acquisitions contributed the remainingease. During 2006, we added 65
branches through acquisitions and opened six nanches. In addition, there were four additionaimess days in 2006, which boosted
annual existing market sales by approximately 2.8%r. acquired markets increased sales by $538lbmdver 2005 and had overall
product group sales of $378.4, $132.2 and $123|I®min residential roofing products, non-residahtoofing products, and complementary
building products, respectively. A portion of thegaired and existing marketistisiness benefited from the Gulf Coast rebuildirag bccurre

Existing Markets

Acquired Markets Consolidated

2006 2005 2006 2005 2006 2005
(in thousands)

Net sales $866,75¢ $755,50: $633,87¢ $95,42¢ $1,500,63° $850,92¢
Gross profit 220,25:¢ 191,25: 143,88« 15,942 364,13} 207,19¢
Gross margir 25.4% 25.3% 22.71% 16.7% 24.3% 24.3%
Operating expenst 140,001 133,43¢ 123,83t 13,03¢ 263,83¢ 146,47¢
Operating expenses as a % of 1

sales 16.1% 17.7% 19.5% 13.7% 17.6% 17.2%
Operating incomi 80,25z $ 57,81¢ 20,04¢ $ 2,904 100,30! 60,71¢
Operating margil 9.3% 7.7% 3.2% 3.0% 6.7% 7.1%

following Hurricanes Katrina and Rita. The prodgobup sales for our existing markets were as fatow

Our existing market growth was due primarily to thkowing factors:

2006 2005
Net Sales Mix Net Sales Mix Growth
(dollars in millions)
Residential roofing produc $353.4 40.8% $292.¢ 38.8% $ 60.5 20.7%
Non-residential roofing produc 315.€ 36.4% 284.1 37.6% 317 11.2
Complementary building products 197.€ 22.8% 178 23.6% 19.1 10.7
$866.€ 100.C% $755. 100.C% $111.2  14.7%

strong residential roofing demand,

continued home re-modeling demand,
opening of 6 greenfield branches, and

overall estimated price increases of approximaiétyto 7%.
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Our first quarter of fiscal year 2007 (“2007”) Hase fewer business days than the first quarte2Gff6. In addition, since our year-end
date, we have experienced a slowdown in the sategtly in some of our existing and acquired mark&fger adjusting for the fewer days, ¢
internal sales growth for the first quarter of 2@Bugh November 30, 2006 showed a slight incr@asemparison to 2006, considering that
there has been no price inflation. We attribute esaifrthis slowdown to the general slowing of comstion activities and some to the fact that
sales during the first quarter of 2006 were unugsitong, partly as a result of the extensiveaefing and reconstruction activities in some
of our markets following Hurricanes Katrina andaRit

Gross Profit
2006 2005 Change
(dollars in millions)
Gross profit $364.1 $207.z $156.€ 75.7%
Gross margir 24.3% 24.3% —

Our overall gross profit increased $156.9 milliohile our overall gross margin was consistent aB%4.0ur existing markets’ gross
profit growth of 15.2% contributed $29.0 million tioe total gross profit increase while our acquimeatkets accounted for the remaining
$127.9 million of the increase. Existing marketgs margin was 25.4% in 2006 compared to 25.3200%, due mainly to the increase in
residential roofing sales as a percentage of satlals in existing markets, which generally havédigross margins than non-residential
roofing sales. Our acquired markets had an ovkraktr gross margin than our existing markets in6®0cluding some unfavorable physical
inventory adjustments, which negatively impactedaerall gross margin.

Operating Expenses

2006 2005 Change
(dollars in millions)
Operating expenst $263.6 $146. $117.¢ 80.1%
Operating expenses as a % of si 17.6% 17.2% 0.4%

Operating expenses increased $117.3 million ord80d $263.8 million in 2006 from $146.5 million 2005. Our acquired markets
contributed $110.7 million of this increase whildsting markets’ operating expenses increased $@ln or 4.9%. The existing markets’
operating expense increase was due primarily teased payroll and related costs of $7.4 milliar§.8%. Much of the increase in payroll
costs was driven by our increased sales volumealéehired additional personnel during 2006 tosasgith our substantial growth, includi
additional corporate staff and trainees for futexpansion. We adopted Statement of Financial AdtogiiStandards (“SFAS”) 123FShare-
Based Paymentin 2006 and incurred $3.2 million in stock-basechpensation associated with stock options as cordgar$0.7 million in
2005. We experienced a decrease of $1.4 milligrafiessional fees in 2006, as 2005 included thes@ssociated with the implementation of
Sarbanes-Oxley Section 404. In 2006, we used mbeenial resources for our Sarbari@dey Section 404 compliance compared to 2005.
bad debts in existing markets decreased $1.5 miflothe quality of our accounts receivable impdodee to the robust roofing market and
improved collection processes and procedures. blbstr expenses increased commensurate with odimgximarkets’ growth, including the
six new branches.

Operating expenses increased as a percentage s#lastto 17.6% in 2006 from 17.2% in 2005, pritgatue to our acquired markets’
higher operating expenses as a percentage oflest secluding amortization expense that increaggatoximately $8.5 million. The higher
amortization expense primarily resulted from theogtimation of the intangible assets recorded faquéred companiestustomer relationshig
That impact was partially offset by leveraging euisting markets’ fixed costs over increased nigssa
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Interest Expense

Interest expense increased $14.6 million to $19lkomin 2006 from $4.9 million in 2005. This inease was due primarily to the fact
that we financed most of the $336.3 million cosbof 2006 acquisitions with additional debt, pditiaffset by our net equity offering
proceeds of $51.6 million in December 2005. Tosade extent, interest expense also increased chigtter interest rates.

Income Taxes

Income tax expense increased to $31.5 million @62@om $22.0 million in 2005. Our 2006 effectiveome tax rate was 39.0%,
compared to our 2005 effective income tax ratelo®%. The slight rate decrease was primarily dueéd006 reversal of $1.1 million of
previously accrued income taxes related to preWydiled tax returns. We expect our future effeetimcome tax rate to fluctuate around
40.0%, depending primarily upon the results of @peerations in Canada and in the various stateshiohmve operate.

2005 compared to 2004

The following table shows a summary of our resofteperations for 2005 and 2004, broken down bgting markets and acquired
markets.

For the Fiscal Years Ended

Existing Markets Acquired Markets Consolidated
2005 2004 2005 2004 2005 2004
(in thousands)
Net sales $755,502 $652,90¢ $9542¢ $—  $850,92¢ $652,90¢
Gross profit 191,25: 165,70¢ 15,942 — 207,19t 165,70¢
Gross margir 25.3% 25.4% 16.7% 24.3% 25.4%
Operating expenst 133,43¢ 131,031 13,038 — 146,47¢ 131,03
Operating expenses as a % of net s 17.7% 20.1% 13.7% 17.2% 20.1%
Operating incom: $ 57,81t $ 34,672 $ 2,904 — $ 60,71¢  $ 34,67
Operating margil 7.7% 5.3% 3.0% 7.1% 5.3%

Net Sales

Consolidated net sales increased $198.0 millio30d8%, to $850.9 million in 2005 from $652.9 naiiin 2004. Existing markets saw
internal growth of $102.6 million, or 15.7%, whi&A Corp (“*JGA”), Insulation Systems, Inc. of Vinga (“IS1”") and Commercial
Supply, Inc. (“CSI")contributed the remaining increase. During 2005aeguired a combined 11 branches from JGA, ISI@&tand opene
six new branches. JGA, ISI and CSI had combinedysrbgroup sales of $53.4, $21.5 and $20.5 miliioresidential roofing products, non-
residential roofing products, and complementaryding products, respectively, while the productugreales for our existing markets wert
follows:

2005 2004
Net Sales Mix Net Sales Mix Growth
(dollars in millions)
Residential roofing produc $292.¢ 38.8% $268.€ 411.2% $ 24.1 9.0%
Non-residential roofing produc 284.1 37.6 223.2 34.2 60.¢ 27.3
Complementary building products 178.5 23.6 160.€ 24.6 17.€ 10.9

$755.  100.0% $652.C  100.0% $102.€ 1579%

Note: Certain priccyear amounts have been reclassified to confirtheéccurrent-year presentation.
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Our existing market growth increased due primaurlyhe following factors:

« strong residential roofing demand,

* continued penetration into complementary buildingdoicts markets,

* arobust non-residential market, including the iotpd large price increases,
« continued home re-modeling demand,

« opening of 6 greenfield branches, and

« overall estimated price increases of approximaiétyto 7%.

Gross Profit
2005 2004 Change
(dollars in millions)
Gross profit $207.z $165.7 $415 25.C%
Gross margir 24.3% 25.4% (1.1)%

Our overall gross profit increased $41.5 millioniwtour overall gross margin declined from 25.4%2403%. Our existing markets’
gross profit growth of 15.4% contributed $25.6 roillto the total gross profit increase while JG3I, &nd CSI accounted for the remaining
$15.9 million of the increase. Existing marketegg margin was 25.3% in 2005 compared to 25.4%904 2due mainly to the large increase
in non-residential roofing sales, which in gendrale lower gross margins than our other produatggppartly offset by an increase in the
gross margin rate realized on those non-residesdiak. Due to their product mix, JGA and IS| hiaweer gross margins than our existing
markets, which have further lowered our overallsgrmargin.

Operating Expenses

2005 2004 Change
(dollars in millions)
Operating expenst $146.5 $131.C $155 11.8%
Operating expenses as a % of s, 17.2% 20.1% (2.9%

Operating expenses increased $15.5 million or 11@B%$4.46.5 million in 2005 from $131.0 million i®@4. JGA, ISI and CSI
contributed $13.1 million of this increase whildsting markets’ operating expenses increased $2libmnor 1.8%. Excluding the net change
of $9.6 million in stock-based compensation, thistéxg markets’ operating expense increase wasO%bilion, which was due primarily to
increased payroll and related costs of $6.9 millmm9.5%. Much of the increase in payroll costsweven by our increased sales volume
and, to a lesser extent, by an increase in theofdmalth insurance benefits. We have also hidatitianal personnel for public-company
reporting and trainees for future expansion. We algerienced an increase of $1.9 million in prefwsal fees in 2005, as we incurred
additional public-company costs and continued with Sarbanes-Oxley Section 404 compliance profedsting markets’ warehouse
expenses, excluding depreciation, increased byilion or 13.1%, which reflects the addition @t sew branches. Depreciation expense
increased by $1.0 million.

Selling, general and administrative expenses, wiiatudes stock compensation expense, decreasepessentage of netles to 17.1¢
in 2005 from 18.5% in 2004, primarily due to lewgiray our fixed costs over our increased net salesl&A’s and ISI's lower operating
expenses as a percentage of net sales. We expmxitioue to incur additional administrative cas$sa public company in the future,
including additional costs associated with compleawith the Sarbanes-Oxley Act.
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We incurred $0.7 million in stockased compensation related to the remaining vesfingtions in 2005 as compared to $10.3 milliol
2004. The prior-year charge related to the terronatf our rights to repurchase certain securitiesy our employees at the lower of cost or
fair value and, to a lesser extent, the vestingptions and stock issued to certain employees b&ovmarket value prior to the IPO.

I nterest Expense

Interest expense decreased $6.7 million to $4.Bomiln 2005 from $11.6 million in 2004. Althoughterest rates increased and we
acquired JGA, ISl and CSI through borrowings urmlerline of credit, our debt level remains substdiytbelow 2004 levels due primarily to
the IPO, resulting in a significant reduction iteirest expense.

Changein Value of Warrant Derivatives

The prioryear charge of $25.0 million for the change inthgie of warrant derivatives was associated withrave derivatives settled
connection with our IPO and was due to the efféth® increase in the fair market value of our camnstock during 2004.

Loss on Early Retirement of Debt

On September 28, 2004, we used a portion of theggids from our IPO to pay off the remaining jursobordinated notes. In connect
with the associated early retirement of debt, veerged a $0.9 million loss in the first quarte2605. In March 2004, we refinanced our
credit facilities and used a portion of the procetedpay off a portion of our junior subordinatextes. In connection with the associated early
retirement of that debt, we recorded a $3.3 millmss in the second quarter of 2004.

Income Taxes

Income tax expense increased to $22.0 million @52@om $10.1 million in 2004. Our 2005 effectiveome tax rate was 40.0%,
compared to our 2004 effective income tax rate5o00% prior to the impact of the non-deductible \aatrderivatives charge. The decrease is
due to the strong earnings from our Canadian sigrgidvhich will enable us to use a more favorahbecredit for foreign taxes as compared
to using a deduction for such foreign taxes in 2004ddition, due to the strong earnings througloawm domestic regions and having no
unusable losses in any state, we experienced aidmp overall effective state income tax rat@@o5.

Seasonality and quarterly fluctuations

In general, sales and net income are highest dorindjrst, third and fourth fiscal quarters, whigpresent the peak months of
construction and reroofing, especially in our nedastern U.S. and Canada regions. Our sales arestiay lower during the second quarter,
when we usually incur net losses. These quartkrtyufations have diminished as we have diversifigol the southern regions of the United
States.

We generally experience an increase of inventaggants receivable and accounts payable durinfjriethird and fourth quarters of
the year as a result of seasonality. Our borrowgageerally peak during the third quarter, primabgcause dated accounts payable offered by
our suppliers typically are payable in April, MaydaJune, while our peak accounts receivable cadlestypically occur from June through
November.

We also usually experience a slowing of collectiohsur accounts receivable during our second guantainly due to the inability of
our customers to conduct their businesses effdgtingnclement weather. We continue to attemptabiect those receivables which require
payment under our standard
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terms. We do not provide any concessions to ounmers during this period of the year to incengvgales. Also, during the second quarter,
we generally experience our lowest availability @ndur senior secured credit facilities, which wasset-based lending facilities. Our new
credit facilities are based only on accounts reatdiy and we expect to continue to have our lowesstability in the second quarter.

Certain quarterly financial data

The following table sets forth certain unauditeduderly data for the fiscal years 2006 and 2005tvhin the opinion of management,
reflect all adjustments (consisting of normal reitig adjustments) considered necessary for a faggmtation of this data. Results of any one
or more quarters are not necessarily indicativeestlts for an entire fiscal year or of continutrends.

Fiscal year 200€ Fiscal year 200=
Qtrl Qtr 2 Qtr 3 Qtr4 Qtr1 Qtr 2 Qtr 3 Qtr4
(dollars in millions, except per share data
(unaudited)

Net sales $339.¢ $3224 $407.1 $431.c $199.z $1721 $248E5 $231.:z
Gross profit 83.7 77.8 100.3 102.2 50.3 41.4 59.7 55.8
Income from operation $ 257 $ 124 $ 325 $ 297 17.3 5.5 20.2 17.7
Net income $ 129 $ 48 $ 171 $ 145 $ 87 $ 24 $ 113 $ 105
Earnings per sha—basic $ 03 $011 $ 0339 $ 033 $ 022 ¢$ 006 $ 029 $ 0.26
Earnings per sha—fully diluted $ 030 $011 $ 038 $ 032 $021 $006 $ 027 $ 025
Quarterly sales as % of year's

sales 22.7% 215% 27.1% 28.8% 234% 202% 29.2% 27.2%
Quarterly gross profit as % of

yea’s gross profi 23.0% 214% 27.6% 28.1% 243% 20.0% 28.8% 26.9%
Quarterly income from operations a:

% of yea’'s income from operatior 25.6% 12.4% 32.4% 29.6%  28.5% 9.1% 33.3% 29.2%

Note: Qtr 4 of 2006 had three additional businessadompared to 2005. We incurred charges for -based compensation of approximately
$0.6, $0.6, $1.0 and $1.0 million in Qtr 1, QtiQ&r 3 and Qtr 4 of 2006 and $0.2 million for eactader in 2005. Due to rounding, the
fully-diluted earnings per share amounts for the fguarters of 2006 do not add to the annual amou$t.12 per share.

Impact of inflation

We believe that our results of operations are ratenmlly impacted by moderate changes in the iofterate. Inflation and changing
prices did not have a material impact on our ojpamatin 2006, 2005 and 2004. We experienced soine joicreases in our purchasing costs
in 2006 and 2005 but we generally have been alpads on such price increases to our customers.

Liquidity and capital resources

We had cash of $1.8 million at September 30, 2@d6pared to a cash overdraft of $6.1 million at Setter 24, 2005. Our net working
capital was $205.4 million at September 30, 2006@mared to $121.0 million at September 24, 2005.

2006 compared to 2005

Our net cash provided by operating activities wg®.& million for 2006 compared to $6.1 million 005. Our sales growth drove our
income from operations to $100.3 million in 2006nfr $60.7 million in 2005. Accounts receivable, estle of the effect of businesses
acquired, increased by $15.6 million in 2006
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and $17.4 million in 2005 due to strong increasexales. The number of days outstanding based ayposales improved to approximately 51
days for 2006 as compared to 52 days in 2005.

Accounts payable and accrued expenses, exclusive @ffects of businesses acquired, increase@By $nillion in 2006 due primarily
to an increase in purchases and slightly longedeepayment terms. Inventory increased by $9.lianilin 2006, mainly due to the opening
of six new branches during the year.

Net cash used in investing activities in 2006 wa5553 million compared to $48.5 million in 2005 edorimarily to our 2006 acquisitio
that had an aggregate net purchase price of $33i8n. Net capital expenditures increased to $1illion from $10.8 million as we
opened six new branches in 2006 and continuedrithpae transportation and warehouse equipmentiizs®ur growth and to upgrade and
maintain our fleet of trucks.

Net cash provided by financing activities was $88illion in 2006 compared to $39.9 million in 200%e net cash provided by
financing activities in 2006 reflects borrowingsden our revolving lines of credit, primarily foraglacquisitions, and the net proceeds frorr
secondary offering in December 2005.

2005 compared to 2004

Our net cash provided by operating activities wa4 $nillion for 2005 compared to $23.1 million 004. Our sales growth drove our
income from operations to $60.7 million in 2005nr&34.7 million in 2004. Accounts receivable, esthe of the effect of businesses
acquired, increased by $17.4 million in 2005 cormegddp an increase of $6.0 million in 2004 due t®gtrong increase in sales.

The number of days outstanding based upon our esegined constant at approximately 53 days fob2iil 2004. Accounts payable
and accrued expenses, exclusive of the effectasifibsses acquired, decreased by $11.6 millio0® 2lue primarily to a slowdown in
fourth quarter purchases in 2005. We had increemseshtory in 2005 prior to the fourth quarter taioteract some price increases and
temporary shortages and to position us for a caatirstrong sales growth rate. As we saw pricesdanthnd moderate during the fourth
quarter, we lowered our inventory levels to morenmal levels.

Net cash used in investing activities in 2005 w&8.% million compared to $5.1 million in 2004, dugmarily to the acquisitions of
JGA, ISI, and CSI for an aggregate net purchase mfi $37.7 million. Net capital expenditures iraged to $10.8 million from $5.1 million
as we opened six new branches in 2005 and conttougdrchase transportation and warehouse equiptmeetrvice our growth and to
upgrade and maintain our fleet of trucks.

Net cash provided by financing activities was $38iBion in 2005 compared to net cash used in faiag activities of $21.9 million in
2004. The net cash provided by financing activitie2005 reflects borrowings under our revolvinek of credit, primarily for the
acquisitions, and the proceeds from our IPO lesafisociated warrant redemption and debt payniEmesnet cash used in financing
activities in 2004 primarily reflected the refinamg of our credit facilities and the repaymentsiebt.

Capital Resources

Our principal source of liquidity at September 3006 was our available and unused borrowings of3dfllion under revolving lines
of credit. Our borrowing base availability as odtldate was determined primarily by trade accorgusivable and product inventory levels.
As described below, we entered into new and exmhndedit facilities following our 2006 year-end thasulted in the classification of only
the payments due in fiscal year 2007 under thearedit facilities as current debt as of Septemif®e2B06, along with certain other
scheduled debt payments not related to thosetfasili

Liquidity is defined as the ability to generate qaiate amounts of cash to meet the current andgpegi@eeds for cash. We assess our
liquidity in terms of our ability to generate cashfund our
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operating activities, taking into consideration seasonal nature of our business. Significant factthich could affect liquidity include the
following:

« the adequacy of available bank lines of credit;
 the ability to attract long-term capital with séistory terms;
« cash flows generated from operating activities;

e acquisitions; and

the level of capital expenditures and availableigent financing.

Our primary capital needs are for working capitaligations and other general corporate purposekjding acquisitions and capital
expenditures. Our primary sources of working cajita cash from operations supplemented by bantowangs. In the past, we have
financed acquisitions initially through increasethk borrowings, the issuance of common stock aherdiorrowings, then repaying any such
borrowings with cash flows from operations. We haweded our capital expenditures through incredmsetk borrowings or through
equipment financing and then have reduced thesgadioins with cash flows from operations.

We believe we have adequate availability of capddlind our present operations, meet our commitenen our existing debt, and fund
anticipated growth, including expansion in existangl targeted market areas. Our new and expanddi facilities discussed below are
expected to help fund our continued expansion. Whxirtually seek potential acquisitions and frometita time hold discussions with
acquisition candidates. If suitable acquisition apnities or working capital needs arise that wiaglquire additional financing, we believe
that our financial position and earnings historgyde a strong base for obtaining additional firageaesources, if necessary, at competitive
rates and terms. Additionally, we may issue addélshares of common or preferred stock to raindspas we did when we sold 2,000,000
pre-split common shares in December 2005, exclutiagales of shares by the selling stockholders.

I ndebtedness
We currently have the following credit facilities:
* asenior secured credit facility in the U.S.;
« a Canadian senior secured credit facility; and

* an equipment financing facility.

Senior secured credit facilities

The credit facilities in place as of SeptemberZm6, were scheduled to mature on October 14, a@dGonsisted of a $280.0 million
U.S. revolving line of credit and a $C15 millioni@alian revolving line of credit, commonly refertedas revolvers, and initial term loans
totaling $80.0 million. The facilities provided farcash receipts lock-box arrangement that gaselescontrol over the funds in our lock-box
accounts, unless excess availability was less$ti@rmillion or an event of default occurs, in whizdse the senior secured lenders would
have had the right to take control over such fuart$to apply such funds to repayment of the seafabt.
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Interest on borrowings under the U.S. facilitiesyayable at our election at either of the follaywates:

* anindex rate (that is the higher of (a) the base for corporate loans quoted in The Wall Streatrdal or (b) the Federal Reserve
overnight rate plu¥ 2 of 1%) plus a margin of 0.25% to 1.50%, or

« the current LIBOR Rate plus a margin ranging fraB0% to 2.75%.
Interest under the Canadian facility was payablauatelection at either of the following rates:

« an index rate (that is the higher of (1) the Camagiirime rate as quoted in the Globe and Mail @pdhe 30day BA Rate plus 1.259
plus 0.50%, or

« the BA rate as described in the Canadian faciliing i..75%.

Substantially all of our assets, including the tastock and assets of our whoblyrned subsidiaries, secured our obligations uritkese
senior secured credit facilities. The senior setwredit facilities had certain operating and ficiahcovenants and numerous restrictive
covenants. As of September 30, 2006, we were irptiante with all covenants.

New and Expanded Credit Facilities

On November 2, 2006, we closed on an amended atated seven-year $500 million U.S. senior secaredit facility and a C$15
million senior secured Canadian credit facilityw@E Antares Capital (“GE Antares”) and a syndiatether lenders (combined, the “New
Credit Facility”). The New Credit Facility refinaad the above credit facilities that also were piedithrough GE Antares. The New Credit
Facility provides us with lower interest rates available funds for future acquisitions and ongoiagking capital requirements. In addition,
the New Credit Facility increases the allowablalteguipment financing and/or capital lease finagtb $35 million. The New Credit
Facility also provides for the same lock-box aremegnt as under the replaced credit facilities above

The New Credit Facility consists of a U.S. revotyredit facility of $150 million (the “US Revolvgr which includes a sub-facility of
$20 million for letters of credit, and a $350 nuhiterm loan (the “Term Loan”). The Term Loan heguired amortization of 1% per year,
payable in quarterly installments of approximat&ly9 million, and the remainder is due in 2013. Nasv Credit Facility also includes a
C$15 million senior secured revolving credit fagilprovided by GE Canada Finance Holding Compaime New Credit Facility may also be
expanded by up to an additional $200 million ungktain conditions.

The US Revolver carries an interest rate of LIBARS A% and the Term Loan carries an interest iat¢BOR plus 2%. Unused fees on
the revolving credit facilities are 0.25% per annuémailability under the revolving credit facilitseis limited to 85% of eligible accounts
receivable, increasing to 90% from January throlighil of each year. Financial covenants, which gppily to the Term Loan, are limited to
a leverage ratio and a yearly capital expenditonédtion as follows:

Maximum Consolidated Leverage Re

On the last day of each fiscal quarter, commenuiitig the quarter ending December 31, 2006, our Glioeted Leverage Ratio, as
defined, must not be greater than 4.00:1.0.
Capital Expenditures

We cannot incur aggregate Capital Expendituredeéined, in excess of three percent (3.00%) ofcomsolidated gross revenue for any
fiscal year.
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Equipment financing facility

Our equipment financing facility allows us to fir@na portion of our transportation and materialdiiag equipment. The facility
provides us with $3.4 million of remaining availiitlyi as of year-end. There was $10.3 million of aoent financing loans outstanding at
September 30, 2006, with fixed interest rates mafiiom 4.7% to 7.4%.

Contractual obligations
At September 30, 2006, our contractual obligatieese as follows:

Fiscal years
2007 2008 2009 2010 2011  Thereafter
Senior bank debt(1) $35 $35 $35 $35 $35 $285.C
Equipment financing and other( 3.2 4.1 1.8 1.9 1.9 1.0
Operating lease 19.6 17.0 14.7 11.9 6.8 21.3
Non-cancelable purchase obligations(3) — — — — — —
Total $26.3 $24.6 $20.0 $17.3 $12.2 $307.c

(1) As noted above, the senior secured credit fadlitiere refinanced in early November 2006 and thedwde of payments reflects the
new terms.

(2) The equipment financing relates to purchases dhicetransportation and material handling equipment

(3) In general, we purchase products under purchaggatibhs that are cancelable by us without costxpire after 30 days.

Capital expenditures

Excluding acquisitions, we incurred capital expémais of $19.1, $10.8 and $5.1 million in 2006, 2@0d 2004, respectively. Over 8
of our capital expenditures have generally beenenfadtransportation and material handling equipimen

Off-balance sheet arrangements

We have no off-balance sheet arrangements.

Critical accounting policies

Critical accounting policies are those that ardbisiportant to the accurate portrayal of a compsiffigancial condition and results and
require subjective or complex judgments, often essalt of the need to make estimates about tleetadf matters that are inherently
uncertain.

In order to prepare financial statements that aonfto accounting principles generally acceptedanWnited States, commonly referred
to as U.S. GAAP, we make estimates and assumptian&ffect the amounts reported in our finandialesnents and accompanying notes.
Certain estimates are particularly sensitive duted significance to the financial statements drelpossibility that future events may be
significantly different from our expectations.

We have identified the following accounting polgidat require us to make the most subjective omtex judgments in order to fairly
present our consolidated financial position andlte®f operations.
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Stock-based compensation

Effective September 25, 2005, we adopted Statenfdfinancial Accounting Standards (“SFAS”) 123hare-Based Paymentasing
the modified-prospective transition method. PramR006, we accounted for stock awards granted marees under the recognition and
measurement principles of Accounting Principlesm@dapinion No. 25Accounting for Stock Issued to Employees, and &lat
Interpretations. As a result, no compensation expense was prdyicesognized for stock options granted to emplsyager our IPO, other
than the 2005 amortization of deferred compensatienause all such stock options granted had eeepeices equal to the market value of
the Company'’s stock on the date of the grant.

Under the modified-prospective transition methampensation expense recognized in 2006 includg¢dofapensation cost for all
unvested share-based awards granted prior to Sketeétf, 2005, based on the grant date fair valtimagd in accordance with SFAS 123,
Accounting For Sto-Based Compensatioand (b) compensation cost for all share-based angmahted subsequent to September 24, 2005,
based on the grant date fair value estimated iardacce with SFAS 123R. Results of prior periodseh#ot been restated. SFAS 123R also
requires us to estimate forfeitures in calculatimg expense related to stock-based compensatieninigact of estimating forfeitures upon
adoption was not material. In addition, SFAS 128Ruires us to reflect the benefits of tax dedustiorexcess of recognized compensation
cost to be reported as both a financing cash infladran operating cash outflow upon adoption. Meegs tax benefit classified as a
financing activity would have been classified a®parating inflow if the company had not adoptedASHA.23R.

Prior to the IPO, we had the right to repurchastageshares of common stock issued to employegslaares issuable upon exercise of
certain stock options at the lower of cost or fa@lue upon termination of employment for causemmruresignation. However, this repurch
right terminated upon our IPO. We determined thasé awards were performance based and, therefoognized a charge for the intrinsic
value of the award in 2004 because the contingamasyresolved. Based on our initial public offerprice of $13.00 per share, we recorded a
charge of $9.0 million for the stock awards in 2004

Interest rate collars

We enter into interest rate collars from time todito manage our interest rate exposure. Theseatleds, which are not formal hedges,
are adjusted to fair value through income.

We make estimates of the derivatives that are baged estimates of future interest rates. Estimatesnherently uncertain and
subjective. These estimates may change over timénathe event actual results differ from the esties upon settlement of the derivatives,
we will adjust our results of operations in theipérthe estimates change. Historically, the estnadithe values of our interest rate collar
derivatives have not differed significantly fromethctual amount.

Warrant derivative liabilities

Prior to September 28, 2004, we had warrants mdstg that included a “put” feature, which allowte holder to require a cash
settlement equivalent to the difference betweennfairket value of our common stock and the exemmige of the warrant. The put feature
was available at any time from five years afterdage of issuance of the warrant or upon the oeage of certain events, including a change
in control, a qualified initial public offering aepayment of over 50% of the related debt outstapdiVe accounted for these warrant
derivatives in accordance with Emerging Issue Tamke (EITF) Issue 00-1@ccounting for Derivative Financial Instruments éxad to,
and Potentially Settled in, a Company’s Own Stock.
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We valued the warrant derivatives using the fairkeivalue of our common stock adjusted for lacknafrketability prior to the IPO.
The aggregate liability for the derivatives amodrtie $11.9 million at September 27, 2003 and $&4illBon at September 25, 2004. The
relevant assumptions included in the calculatioasevdliscounts ranging from 21% to 23% at Septe@BeP003 and 0% at September 25,
2004.

On July 30, 2004, holders of all warrants agreea ¢ash settlement upon the effectiveness of tBealRthe IPO price, which was paid in
full on September 28, 2004. The holders also agreegimburse us for certain costs incurred in emtion with the IPO. At September 25,
2004, we valued the warrants at the IPO price 8@, less the reimbursement of related offerirgfscdrhere are no warrants currently
outstanding.

Allowance for doubtful accounts

We maintain an allowance for doubtful accountsefstimated losses due to the failure of our custsrtemake required payments. We
perform periodic credit evaluations of our custosnamd typically do not require collateral. Congistsith industry practices, we require
payment from most customers within 30 days, ext@ptales to our commercial roofing contractorsiclitwe typically require to pay in 60
days.

As our business is seasonal in certain regionsgastomers’ businesses are also seasonal. Sallesvaxst in the winter months and our
past due accounts receivable balance as a perearitéafal receivables generally increases dutigtime. Throughout the year, we record
estimated reserves based upon our judgment offgpeastomer situations, aging of accounts andhistorical write-offs of uncollectible
accounts.

Periodically, we perform a specific analysis ofadtounts past due and write off account balantesmwe have exhausted reasonable
collection efforts and determined that the likebldaf collection is remote based upon the followfiagtors:

e aging statistics and trends;

e customer payment history;

« independent credit reports; and

« discussions with customers.

We charge these write-offs against our allowanceléubtful accounts. In the past five years, wafts-have averaged less than 0.3% of
net sales.
I nventory valuation

Product inventories represent one of our largessitasand are recorded at net realizable valueg@alris to manage our inventory so t
we minimize out of stock positions. To do this, maintain an adequate inventory of SKUs at eachdbrédased on sales history. At the same
time, we continuously strive to better manage ¢awsr moving classes of inventory. During the yeeg, monitor our inventory levels by
branch and record provisions for excess inventdrées®d on slower moving inventory. We define pageikcess inventory as the amount of
inventory on hand in excess of the historical usageluding items purchased in the last three msriWe then apply our judgment as to
forecasted demand and other factors, includingdafion value, to determine the required adjustsiémnet realizable value. In addition, at
the end of each year, we evaluate our inventoeaah branch and write off and dispose of obsoletdyzts. Our inventories are generally
susceptible to technological obsolescence.

32




During the year, we perform periodic cycle countd arite off excess or damaged inventory as neeffiegear-end we take a physical
inventory and record any necessary additional vafts.

Vendor rebates

We account for vendor rebates in accordance willrEssue 02-16Accounting by a Customer (Including a Reseller)Gertain
Consideration Received from a Venddany of our arrangements with our vendors provimteus to receive a rebate of a specified amount,
payable to us when we achieve any of a number asares generally related to the volume of purchiieesour vendors. We account for
these rebates as a reduction of the prices oftlhted vendorgdroducts, which reduces the inventory cost unélgeriod in which we sell tf
product, at which time these rebates reduce casdlet in our income statement. Throughout the, yeaestimate the amount of rebates
receivable based upon the expected level of puesh&¥e continually revise these estimates to reflettial rebates earned based on actual
purchase levels. Historically, our actual rebatashbeen within our expectations used for our egém If we fail to achieve a measure which
is required to obtain a vendor rebate, we will heoveecord a charge in the period that we deteritiaecriteria or measure for the vendor
rebate will not be met to the extent the vendoatelvas estimated and included as a reductionstooésales.

If market conditions were to change, vendors mange the terms of some or all of these progranthofigh these changes would not
affect the amounts which we have recorded relatgutdducts already purchased, it may impact ousgneargin on products we sell or
revenues earned in future periods.

Revenue recognition

We recognize revenue in accordance with SEC StadbAnting Bulletin 101Revenue Recognition in Financial Statememis amended
by Staff Accounting Bulletin 104. The Securitiesldxchange Commission requires that the followmg basic criteria must be met before
we recognize revenue:

* persuasive evidence of an arrangement exists;

» delivery has occurred or services have been reddere
« the seller’s price to the buyer is fixed or deterafile; and
 collectibility is reasonably assured.

We generally recognize revenue at the point of salgoon delivery to the customer’s site. For gostiipped by third party carriers, we
recognize revenue upon shipment since the termS@Beshipping point. Approximately 90% of our reues are for products delivered by
or picked up by our customers at our facilitiesjclifprovides for timely and accurate revenue redam

We also ship certain products directly from the ofaoturer to the customer. We recognize the greasnue for these sales upon
notification of delivery from the vendor in accond& with EITF Issue 99-1Reporting Revenue Gross as a Principal versus BlenaAgent
Delays in receiving delivery natifications couldpact our financial results, although it has notrbemterial to our consolidated results of
operations in the past.

We also provide certain job site delivery serviaesich include crane rentals and rooftop delivedggsertain products, for which the
associated revenues are recognized upon complstibtie services. These revenues represent les2#af our net sales.

All revenues recognized are net of allowances fgcaiints and estimated returns, which are providedt the time of pick up or
delivery. In the past, customer returns have nehbeaterial to our consolidated results of openatio
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I ncome taxes

We account for income taxes using the liability Inoet, which requires us to recognize a currentitbility or asset for current taxes
payable or refundable and a deferred tax liabditasset for the estimated future tax effects wiperary differences between the financial
statement and tax reporting bases of assets dilitikis to the extent that they are realizablefdded tax expense (benefit) results from the
net change in deferred tax assets and liabilitigsd the year.

We have operations in 31 U.S. states and threemues in Canada and we are subject to potentiaudis in each of these jurisdictions
and federally in both the United States and CanBldese audits may involve complex issues, that regyire an extended period of time to
resolve. Accruals for tax contingencies requirécusiake estimates and judgments with respect taltmeate outcome of potential tax audits.
Actual results could differ from these estimates.

Goodwill

Goodwill is not amortized and represents the exoéfise amount we paid to acquire businesses treeedtimated fair value of tangible
assets and identifiable intangible assets acquiesd liabilities assumed. At September 30, 2006 goodwill balance was approximately
$289.3 million, representing approximately 35% of total assets.

Under SFAS No.14Z500dwill and Other Intangible Assetsve test goodwill for impairment in the fourth qtea of each fiscal year or
any other time when impairment indicators existafaples of such indicators that would cause usstogeodwill for impairment between
annual tests include a significant change in theif@ss climate, unexpected competition, significketérioration in market share or a loss of
key personnel.

We determine fair value using a market approactatoe our business, which consists of one repodirig(i.e. distribution of building
materials). As our common stock is now publiclydtrd, we believe our stock price is the best indicat our market value. Prior to our IPO,
our market approach involved applying an appropnmaarket multiple to operating performance forttlading twelve-month period.

If circumstances change or events occur to inditteteour fair market value has fallen below boakue, we will compare the estimated
fair value of the goodwill to its book value. Ifethlbook value of goodwill exceeds the estimatedvaline of goodwill, we will recognize the
difference as an impairment loss in the determimatif operating income.

Recent accounting pronouncements

In June 2006, the Financial Accounting Standardsr8¢FASB) issued FASB Interpretation No. A8counting for Uncertainty in
Income Taxe(“FIN 48"), which clarifies when tax benefits should be recdrihefinancial statements, requires certain disales of uncertai
tax matters and provides guidance on how any tserves should be classified in a balance sheet4Blis effective for us in the fiscal year
beginning September 30, 2007. We are currentlyuewialg the impact that the adoption of FIN 48 \Walve on our consolidated financial
statements.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

We are exposed to certain market risks as partiodn-going business operations. Our primary exposicludes changes in interest
rates and foreign exchange rates.

Interest raterisk

Our variable interest expense is sensitive to chamythe general level of interest rates. At Saptr 30, 2006, the weighted average
interest rate on our $302.5 million of variablecir@st debt was approximately 7.01%. While our \®eizate debt obligations expose us to the
risk of rising interest rates, management doedalive that the potential exposure is materialuooverall financial performance or results
of operations. Based on September 30, 2006 borpleirels, a 1.0% annual increase or decrease rerdunarket interest rates would have
the effect of causing a $3.0 million additionalpa& change to our statements of operations.

Financial derivatives

We enter into interest rate derivative agreemeausymonly referred to as swaps or collars, from timméme with the objective of
reducing volatility in our borrowing costs. At Septber 30, 2006, we had two interest rate colldect¥ely converting the variable LIBOR
component on a portion of our senior credit fagilérm debt to a fixed rate. The two collars eaahehnotional amounts of $75 million, one
expiring in January 2008 that has a floor rate.6#% and a cap rate of 5.09%, and the other expinmNovember 2008 that has a floor rate
of 4.33% and a cap rate of 5.85%. The combinedhiairket value of the agreement resulted in an a$dess than $0.1 million at
September 30, 2006, which was determined basedroent interest rates and expected trends. Sirsetimstruments do not qualify as a
hedge, changes in the unrealized gain or losseamded in interest expense. The differentialsstpdid or received under the terms of the
agreements are accrued as interest rates changeearetognized as an adjustment to interest eggefeated to the debt.

Foreign currency exchange rate risk

We have exposure to foreign currency exchangditateiations for revenues generated by our operatautside the United States,
which can adversely impact our net income and fasfs. Approximately 7% of our revenues in 2006 &derived from sales to customers
in Canada. This business is primarily conducteithénlocal currency. This exposes us to risks aasetiwith changes in foreign currency that
can adversely affect revenues, net income andftmgh. We do not enter into financial instrumertsianage this foreign currency exchange
risk.
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Report of Independent Registered Public Accountindrirm

The Board of Directors and Shareholders of
Beacon Roofing Supply, Inc.

We have audited the accompanying consolidated balsimeets of Beacon Roofing Supply, Inc. (the Camppas of September 30, 2006
and September 24, 2005 and the related consolidtdeziments of operations, stockholders’ equitd, @sh flows for each of the three years
in the period ended September 30, 2006. Thesedialastatements are the responsibility of the Camgfsamanagement. Our responsibility is
to express an opinion on these financial statenteaged on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamioUnited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit includes examining, on flasis, evidence supporting the amounts and digids in the financial statements. An
audit also includes assessing the accounting ptesused and significant estimates made by marnageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the financial statements refer@alove present fairly, in all material respedts, ¢onsolidated financial position of
Beacon Roofing Supply, Inc. at September 30, 20@6September 24, 2005, and the consolidated rasutts operations and its cash flows
for each of the three years in the period endedeBdger 30, 2006, in conformity with U.S. generalfcepted accounting principles.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), the
effectiveness of Beacon Roofing Supply, Inc.’siing control over financial reporting as of Septem80, 2006, based on criteria established
in Internal Control-Integrated Framework issuedhry Committee of Sponsoring Organizations of thea@iwvay Commission and our report
dated December 11, 2006 expressed an unqualifiaibaghereon.

As discussed in Note 2 to the consolidated findrst&ements, effective September 25, 2005, thep2domnadopted Statement of
Financial Accounting Standards No. 123Rhare-Based Paymentsising the modified-prospective transition method.

/s/ ERNST & YOUNG LLF

Boston, Massachuse!
December 11, 200
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Beacon Roofing Supply, Inc.
Consolidated Balance Sheets

September 30 September 24

2006 2005

Assets
Current asset:

Cash $ 1,847 $ —

Accounts receivable, less allowance of $5,020 id62and $4,104 in 2005 for

doubtful account 210,67¢ 123,34t

Inventories 164,28 82,42%

Prepaid expenses and other as 38,13: 22,65¢

Deferred income taxes 10,70¢ 4,33¢
Total current assets 425,64t 232,76:
Property and equipment, r 59,291 31,767
Goodwill 289,28: 108,55:
Other assets, net 65,672 13,90¢
Total assets $839,89( $386,98"

Liabilities and stockholders’ equity
Current liabilities:

Cash overdrat $ — $ 6,107

Accounts payabl 154,87¢ 70,15¢

Accrued expense 58,71¢ 29,14¢

Current portions of long-term debt and other olilayes 6,657 6,34€
Total current liabilities 220,25¢ 111,75¢
Borrowings under revolving lines of cre: 229,75 63,76¢
Senior notes payable and other obligations, netioent portior 69,282 20,15¢
Deferred income taxe 18,82: 10,89(
Long-term obligations under equipment financing atiter, net of

current portior 10,61( 1,66¢€

Commitments and contingenci

Stockholder' equity:
Common stock (voting); $.01 par value; 100,000,8i68res authorized;
43,866,484 issued in 2006 and 40,367,360 issu2d0b 439 404
Undesignated preferred stock; 5,000,000 share®azdil, none issued or
outstanding —
Additional paic-in capital 203,43: 142,03¢

Treasury stock (349,292 shares in 2C — (515)
Retained earning 81,361 32,05(C
Accumulated other comprehensive income 5,93€ 4,76€
Total stockholders’ equity 291,16¢ 178,74¢
Total liabilities and stockholders’ equity $839,89( $386,98:

See accompanying notes.
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Beacon Roofing Supply, Inc.

Consolidated Statements of Operations

Net sales
Cost of products sold

Gross profit

Operating expenses (includes stock-based compensatpense
of $3,222, $690, and $10,299 for the years end66,22005,

and 2004, respectivel
Income from operations

Other expense
Interest expens
Interest expens-related part
Change in value of warrant derivativ
Loss on early retirement of debt

Income (loss) before income taxes
Income taxes

Net income (loss

Net income (loss) per shal
Basic

Diluted

Weighted average shares used in computing net ie¢toss) per

share:
Basic
Diluted

Year Ended
September 30  September 24  September 25
2006 2005 2004

(Dollars in thousands, except per share datz

$ 1,500,63 $ 850,92¢ $ 652,90¢
1,136,50! 643,73: 487,20(
364,131 207,19t 165,70¢
263,83¢ 146,47¢ 131,031
100,30: 60,71¢ 34,67:
19,461 4,88t 8,667

— 26 2,954

— — 24,99;

— 915 3,28E

19,461 5,82€ 39,89¢
80,84( 54,89: (5,226)
31,52¢ 21,97¢ 10,12¢

$ 49,311 $ 32,917 $ (15,359
$ 1.15 $ 0.83 $ (0.57)
$ 112 $ 0.80 $ (0.57)
42,903,27° 39,716,93.  26,857,80!
44,044,76! 41,118,94. 26,857,80!

See accompanying notes.
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Beacon Roofing Supply, Inc.
Consolidated Statements of Stockholders’ Equity

Accumulated

Class A Common Stoct Common Stock Additional Retained Stock Other Total
Number Number Paid-in Deferred Treasury Earnings Subscription Comprehensive Stockholders’
of Shares Amount _of Shares Amount Capital Compensation _ Stock (deficit) Receivable _Income (Loss) Equity
(Dollars in thousands, except share date
Balances at September 27, 2003 27,030,66! $27C — — $25,942 $(515) $14,48¢ $1,58( $41,76¢€

Issuance of Class A common stock
and options to purchase Class A
common stock at below fair

market value 107,31¢ 1 — — 2,215 (1,96€) 250
Conversion of Class A common

stock to common stoc (27,137,98)) (271) 27,137,98: 271 —
Amortization of deferred

compensation 1,27€ 1,276

Stock compensation associated w

the lapse of restriction on

common stock and options 9,023 9,023
Issuance of common stock in

exchange for stcok subscription

receivable 12,750,00( 128 102,75: (102,76E) 116
Net loss (15,355) (15,355)
Foreign currency translation
adjustment 1,16¢ 1,169
Comprehensive loss (14,18€)
Balances at September 25, 2004 — —  39,887,98; 399 139,93¢ (690) (515) (867) (102,765) 2,74¢ 38,245
Amortization of deferred
compensatiol 690 690
Receipt of proceeds from stock
subscription 102,76& 102,76t
Issuance of common sto 479,37¢ 5 2,104 2,109
Net income 32,917 32,917
Foreign currency translation
adjustment 2,01¢ 2,018
Comprehensive income 34,93€
Balances at September 24, 2005 — —  40,367,36( 404 142,03¢ — (515) 32,05( — 4,768 178,74t
Issuance of common stock 3,000,00( 30 51,54¢€ 51,57¢€
Issuance of common stock for
option excercise 848,41¢ 8 7,139 7,147
Redemption of treasury stock (349,297) 3) (512) 515 —
Stock-based compensation — — 3,222 3,222
Net income 49,311 49,311
Foreign currency translation
adjustmen 1,168 1,168
Comprehensive income 50,47¢
Balances at September 30, 2006 — $ — 43,866,48: $43¢  $203,43! $ = $ — $81,361 $ = $5,93€ $291,16¢

See accompanying notes.
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Beacon Roofing Supply, Inc.

Consolidated Statements of Cash Flows

Operating activities
Net income (loss

Adjustments to reconcile net income (loss) to @ehcrovided

by operating activities
Depreciation and amortizatic
Deferred interes
Stocl-based compensatic
Change in value of warrant derivati\
Loss on early retirement of de
Unrealized gain on interest rate col
Deferred income taxe
Changes in assets and liabilities, net of the
businesses acquire
Accounts receivabl
Inventories
Prepaid expenses and other as

&ffet

Accounts payable and accrued expenses

Net cash provided by operating activit

Investing activities
Purchases of property and equipm

Acquisition of businesses, net of cash acquired

Net cash used in investing activiti

Financing activities
Borrowings under revolving lines of cre

Borrowings (repayments) under senior notes payabie othe

Early extinguishment of del

Repayment of junior subordinated notes and wartants

purchase common sto

Repayment of subordinated notes payable to refzeites

Proceeds from sale of common st
Proceeds from exercise of optic
Initial public offering cost:
Deferred financing cos

Income tax benefit from stodkased compensation deductions in ex

of the associated recognized compensation
Net cash provided by (used in) financing activi

Effect of exchange rate changes on cash

Net increase (decrease) in ci
Cash (overdraft) at beginning of year

Cash (overdraft) at end of year

Non-cash financing and investing activities
Capital lease transactio
Common stock subscription receiva

Year Ended

September 30 September 24 September 25

2006 2005 2004

(In thousands)

$ 49,311 $ 32,917 $ (15,355
23,792 8,748 6,922
— — 4,445
3,222 690 10,29¢
— — 24,992
— 915 3,285
(33) — (182)
(1,504) 896 (940)
(15,63C) (17,384) (6,034)
(9,120) (4,828) (13,16€)
(4,798) (4,266) (4,815)
37,564 (11,569) 13,63E
82,804 6,119 23,08€
(19,063 (10,811) (5,127)
(336,274) (37,705) —
(355,337) (48,51€) (5,127)
165,77¢ 18,72€ 43,04C
58,362 (1,589 26,934
— (18,015) (66,55€)
— (34,335) (21,50C)
— (29,442) 47)
51,57€ 102,76¢& 250
1,551 2,109 —
— — (2,468)
(2,228) (342) (1,525)
5,596 — —
280,63< 39,877 (21,872)
(146) 107 155
7,954 (2,413) (3,758)
(6,107) (3,694) 64
$ 1,847 $ (6,107 $ (3,699
$ — $ — $ 982
$ — $ — $ 102,76¢

See accompanying notes.
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Beacon Roofing Supply, Inc.
Notes to Consolidated Financial Statements
Year ended September 30, 2006
(dollars in thousands, except per share data)

1. The Company
Busines:

Beacon Roofing Supply, Inc. (the “Companyas formed on August 22, 1997 and is incorporatdddlaware. The Company distribu
roofing materials and other complementary buildimaterials to customers in 31 states in the UnitateS and in Canada through its wholly-
owned subsidiaries, Beacon Sales Acquisition, Qoality Roofing Supply Company, Inc., Beacon RogfSupply Canada Company, Best
Distributing Co., The Roof Center, Inc., West Endriber Company, Inc., JGA Beacon, Inc, Shelter igtion, Inc., and Beacon
Pacific, Inc. The Company completed its initial paloffering (the “IPO” or “Offering”) on Septemb&?2, 2004 and received the net IPO
proceeds on September 28, 2004 (Note 3).

Estimates

The preparation of consolidated financial statemeaquires management to make estimates and assosiitat affect the reported
amounts of assets and liabilities, and disclosafe®ntingent assets and liabilities, at the déthe consolidated financial statements. Actual
amounts could differ from those estimates.
2. Summary of Significant Accounting Policies
Consolidation

The consolidated financial statements include tumants of the Company and its wholly-owned subsiés. All inter-company
transactions have been eliminated. Certain priar-yeclassifications have been made to conforrhdatirrent-year presentation.
Fiscal Year

The Company'’s fiscal year ends on the close ofrfassi on the last Saturday in September of eachkalyear ended September 30,
2006 (“2006") was comprised of 53 weeks, whileykears ended September 24, 2005 (“2005") and Septef) 2004 (“2004") were
comprised of 52 weeks. Each of the Company’s fimste quarters ends on the last day of the calendath.

Industry Segment Information

Based on qualitative and quantitative criterialdthed by Statement of Financial Accounting StadslgSFAS) No. 131 (SFAS
No. 131), Disclosures about Segments of an Enterprise aidt& Information the Company has determined that it operatesmwithe
reportable segment, which is the wholesale didfiobwf building materials.
Inventories and Rebates

Inventories, consisting substantially of finishexbds, are valued at the lower of cost or markest @odetermined using the moving
weighted-average cost method.
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The Company’s arrangements with vendors typicaibywigle for monthly, quarterly and/or annual rebaika specified amount of
consideration payable when a number of measuresiiean achieved, generally related to a specifietlitative level of calendar-year
purchases.

The Company accounts for such rebates as a reduddtibie prices of the vendor’s inventory until f@duct is sold, at which time such
rebates reduce cost of sales in the consolidastensénts of operations. Throughout the year, thagaoy estimates the amount of the rek
based upon the expected level of purchases. The&uontontinually revises these estimates to reflettal rebates earned based on actual
purchase levels. Amounts due from vendors undeetherangements as of September 30, 2006 and Septrh 2005 totaled $27.4 and
$16.5 million, respectively, and are included iméPaid expenses and other assets” in the acconmaognsolidated balance sheets.

Property and Equipment

Property and equipment acquired in connection adftuisitions are recorded at fair market valuefdsendate of the acquisition and
depreciated utilizing the straight-line method other remaining lives. All other additions are retmd at cost, and depreciation is computed
using the straight-line method over the followirggimated useful lives:

Asset Estimated Useful Life

Buildings and improvements 10 to 40 year

Equipment 3to 10 year:

Furniture and fixture 5to 10 year:

Leasehold improvements Shorter of the estimated useful life or the ternthef lease,

considering renewal options expected to be exeic

Revenue Recognition

The Company recognizes revenue in accordance withrfies and Exchange Commissions (SEC) Staff deting Bulletin 101,
Revenue Recognition in Financial Stateme as amended by Staff Accounting Bulletin 104. BieC requires that the following four basic
criteria must be met before the Company recogmeesnue:

* persuasive evidence of an arrangement exists;

» delivery has occurred or services have been reddere
« the seller’s price to the buyer is fixed or deterafile; and
 collectibility is reasonably assured.

The Company generally recognizes revenue at th@ pbsale or upon delivery to the customer sita. goods shipped by third party
carriers, the Company recognizes revenue upon gmpsince the terms are generally FOB shippingtpoin

The Company also arranges for certain producte tshipped directly from the manufacturer to the@ugr. The Company recognizes
the gross revenue for these sales upon notificatiaelivery from the vendor in accordance with Egieg Issues Task Force (EITF) No. 99-
19, Reporting Revenue Gross as a Principal versusalein Agent

The Company also provides certain job site delisenywices, which include crane rentals and roafi@lpreries of certain products, for
which the associated revenues are recognized upupletion of the services. These revenues représenthan 2% of the Company’s sales.
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All revenues recognized are net of allowances fgcaiints and estimated returns, which are providedt the time of pick up or
delivery.

Shipping and Handling Costs

The Company classifies shipping and handling castssisting of driver wages and vehicle expensesparating expenses in the
accompanying consolidated statements of operat&impping and handling costs were approximately,%38in 2006, $40,043 in 2005, and
$34,250 in 2004.

Interest Rate Collars

The Company enters into interest rate collars ftiome to time to manage its interest rate expostinese derivatives, which are not
formal hedges, are adjusted to fair value thromgbme as an adjustment to interest expense.

Warrant Derivative Liabilities

Prior to redemption on September 28, 2004, the Gmyjpad warrants outstanding that included a “frature, which allowed the
holder to require a fair market value cash settlgraea fixed date. The Company accounted for theamt derivatives in accordance with
EITF 00-19, Accounting for Derivative Financial Instrumentsiexed to, and Potentially Settled in, a Compafyis Stock The warrant
derivatives were included as a liability and valag¢dair market value until the warrants were redeé.

Concentrations of Risk

Financial instruments, which potentially subjea @ompany to concentration of credit risk, congistcipally of accounts receivable.
The Company’s accounts receivable are principatlynfcustomers in the building industry locatedhe United States and Canada.
Concentration of credit risk with respect to acasueceivable, however, is limited due to the largmber of customers comprising the
Company’s customer base. The Company performst@ediuations of its customers; however, the Comisguolicy is not to require
collateral. At September 30, 2006 and Septembe2@d5, the Company had no significant concentratafrcredit risk.

Approximately 66% of the Company’s inventory pursisawere from 12 vendors in 2006 and 2005, ancefiflors in 2004.

Impairment of Long-Lived Assets

SFAS No. 144Accounting for the Impairment or Disposal of Lonigdd Asset§SFAS No. 144), requires impairment losses to be
recorded on long-lived assets used in operatiorswiidicators of impairment are present and theésgndnted cash flows estimated to be
generated by those assets are less than the asgeying amounts. If such assets are considerbd tmpaired, the impairment to be
recognized is the total by which the carrying ameuwi the assets, if any, exceed the fair valuésraened using a discounted cash flow
model.

Amortizable and Other Intangible Assets

Under the provisions of SFAS No. 142, the Compangriizes identifiable intangible assets consisthgon-compete agreements,
customer relationships and deferred financing destawuse these assets have finite lives. Non-cenggeeements are generally amortized
over the terms of the associated contractual agrrtancustomer relationship assets are amortizedh @tcelerated basis based on the
expected cash flows generated by the existing mests, and deferred financing costs are amortized the lives of the associated financir
Trademarks are not amortized because they havériddives. The
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Company evaluates its trademarks for impairmerdroannual basis based on the fair value of theriyidg assets.

Goodwill

Goodwill is not amortized and represents the exoéffise amount paid to acquire a company over $tienated fair value of the net
assets acquired.

Under SFAS No.14Z500dwill and Other Intangible Assetthe Company tests goodwill for impairment in tberth quarter of each
fiscal year or at any other time when impairmexidators exist. Examples of such indicators, whidluld cause the Company to test
goodwill for impairment between annual tests, idela significant change in the business climatmifitant unexpected competition,
significant deterioration in market share, andfoa ¢oss of key personnel.

The Company determines fair value using a markgtageh to value its business, which consists ofreperting unit (i.e. distribution of
building materials). Prior to the Company’s IPCGe thompany’s market approach involved applying gir@riate market multiple to
operating performance for the trailing twelve-mop#riod. As the Company’common stock is now publicly traded, the Compaalieves it:
stock price is the best indicator of its marketueal

If circumstances change or events occur to inditetethe Company’s fair market value has fallelowebook value, the Company will
compare the estimated fair value of goodwill tdoib®k value. If the book value of goodwill excedlus estimated fair value of goodwill, the
Company will recognize the difference as an impainiioss in operating income.

Early Extinguishment of Debt

Under the provisions of SFAS No. 145, the loss3ff%on early retirement of debt in 2005 was class$ifvithin other expense in the
accompanying consolidated statements of operations.

Stock-Based Compensation

Effective September 25, 2005, the Company adop&dE3No. 123RShare-Based Paymentasing the modified-prospective transition
method. Prior to 2006, the Company accounted fwksawards granted to employees under the recogratid measurement principles of
Accounting Principles Board Opinion No. 25Accounting for Stock Issued to Employees, andt&&Interpretations As a result, no
compensation expense was previously recognizestdok options granted to employees after the CogipdRO, except for the 2005
amortization of deferred compensation, becaussuah stock options granted had exercise priced émtize market value of the Company’s
stock on the date of the grant.

Under the modified-prospective transition methaimpensation expense recognized in 2006 includg¢dofapensation cost for all
unvested share-based awards granted prior to Sketeth, 2005, based on the grant date fair valtim&®d in accordance with SFAS
No. 123, Accounting For Stock-Based Compensataorg (b) compensation cost for all share-based angmahted subsequent to
September 24, 2005, based on the grant date faie estimated in accordance with SFAS No. 123Rulesf prior periods have not been
restated. SFAS No. 123R also requires the Compaagtimate forfeitures in calculating the experdated to stoclbased compensation. T
impact of estimating forfeitures upon adoption was material. In addition, SFAS No. 123R requites €Company to reflect the benefits of
tax deductions in excess of recognized compensatisnito be reported as both a financing cashvnélnd an operating cash outflow upon
adoption. The excess tax benefit classified amanfiing activity of $5.6 million would have beeasdified as an operating inflow if the
company had not adopted SFAS No. 123R.
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Compensation cost arising from stock options ghtdeemployees and non-employee directors is rézedras expense using the
straight-line method over the vesting period. ASeptember 30, 2006, there was $4.8 million ofl tmt@ecognized compensation cost related
to stock options. That cost is expected to be neized over a weighted-average period of 2.1 yeAssa result of adopting SFAS No. 123R,
the Company recorded stock-based compensation sxpéi$3.2 million ($2.0 million net of tax), or $& per basic share and $0.04 per
fully-diluted share, in 2006. Included in this tiostock-based compensation expense was incremexgahse of $2.1 million ($1.3 million net
of tax) for options granted during 2006.

The following table illustrates the effect on netame (loss) and earnings (loss) per share for 280532004 as if the Company’s stock-
based compensation had been determined based fairthalue at the grant dates for awards made peiQ006, in accordance with SFAS
No. 123:

Year Ended
September 24 September 25
2005 2004

Net income (loss), as report $32,917 $(15,355)
Add: stocl-based compensation, net of 414 6,814
Less: stock-based compensation expense determirtea fair value

method, net of ta (1,258) (1,088)
Pro forma net income (loss) $32,07: $ (9,629
Net income (loss) per share, as repor
Basic $ 0.83 $ (0.57)
Diluted $ 0.8C $ (0.57)
Net income (loss) per share, pro forr
Basic $ 081 $ (0.36)
Diluted $ 0.78 $ (0.36)

The fair values of the options under SFAS No. 128R006 and for the pro forma disclosures under SI. 123 in 2005 and 2004
were estimated at the date of the grants usin@ldaek-Scholes option-pricing model with the followi weighted-average assumptions:

Year Ended
September 30 September 24 September 25
2006 2005 2004

Dividend yield 0.00% 0.00% 0.00%
Expected lives of options (yeal 5.00 5.00 5.00
Risk-free interest rat 4.61% 3.72% 3.10%
Expected volatility 45% 45% 45%
Weighted average fair value of options grar $9.08 $5.37 $2.47

Expected lives of the options granted and expeoidtilities are based on the expected lives astbtical volatilities of the stocks of
comparable public companies and other factorsiaséid annual forfeiture rates of 0.0 — 8.0% weitezed in valuing the options granted in
2006.

Prior to the IPO, the Company had the right, ummination of employment with cause or upon regignato repurchase at the lower
of cost or fair value certain shares of commonlsthat had been issued to employees and sharedbiesupon exercise of certain stock
options. The Company determined that these awaeds performance based and therefore recognizedrgefor the intrinsic value of the
award of $9,023 in 2004. See also “Deferred Comgutams’ below.
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Deferred Compensation

Deferred compensation represented the excessrohfaket value over the exercise price of optiangurchase common stock grante
employees and amounts associated with sharescsetdfloyees at less than fair market value. Sudbuais were amortized over the vesting
period of the related awards. During 2004 and 2€88Company granted options to purchase comma 8tith an exercise price below fair
value and issued common stock at below fair vadselting in the recognition of deferred compensatib$1,966, which was amortized over
their respective vesting periods of 21 months ahddnths. Upon the Company’s IPO, the Company aneatt$201 due to the accelerated
vesting of certain options.

Comprehensive Income (Loss)

The Company reports comprehensive income (losagéordance with SFAS No. 13Reporting Comprehensive Incof&-AS
No. 130). SFAS No. 130 establishes rules for tpenting and display of comprehensive income (l@sg) its components. Accumulated of
comprehensive income (loss) as of September 3@ 200 September 24, 2005 consisted entirely ofgoreurrency translation amounts.

Net Income (Loss) per Share

The Company computes net income (loss) per shaedardance with SFAS No. 12Barnings per SharéSFAS No. 128). Under the
provisions of SFAS No. 128, basic net income (Ig&s)common share is computed by dividing net iredloss) by the weighted average
number of common shares outstanding. Diluted regirire per common share is computed by dividingmegirme by the weighted average
number of common shares and dilutive common shguivalents then outstanding using the treasurykstoethod. Common equivalent
shares consist of the incremental common shareahfs upon the exercise of stock options.

The following table reflects the calculation of gkied average shares outstanding, adjusted f@QOD@ stock split (Note 3), for each
period presented:

Year Ended
September 30 September 24 September 25
2006 2005 2004
Weighted-average common shares outstanding
for basic 42,903,27! 39,716,93: 26,857,80!
Dilutive effect of employee stock options 1,141,49( 1,402,01: —
Weighted-average shares assuming dilution 44,044,76! 41,118,94 26,857,80!

For 2004, options to purchase 2,862,538 share®wintn Stock and warrants to purchase 4,259,90@ésléCommon Stock, adjusted
for the stock split, were outstanding but not ineld in the diluted weighted average common shdcellation as the effect would have been
anti-dilutive.

Fair Value of Financial Instruments

Financial instruments consist mainly of cash, ant®uveceivable, accounts payable, borrowings utise€ompany’s revolving lines of
credit and long-term debt. At September 30, 20@6September 24, 2005, the carrying amounts of tims¢eiments approximated their fair
values.

Income Taxes

The Company accounts for income taxes using thditiamethod, which requires it to recognize aremt tax liability or asset for
current taxes payable or refundable and a defeéasetiability or asset for
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the estimated future tax effects of temporary diffees between the financial statement and taxtiegdases of assets and liabilities to the
extent that they are realizable. Deferred tax egpdéhenefit) results from the net change in defetag assets and liabilities during the year.

Foreign Currency Translation

The assets and liabilities of the Company’s foreighsidiary, Beacon Roofing Supply Canada Comp@®iR$CC"), are translated into
U.S. dollars at current exchange rates as of ttanba sheet date, and revenues and expensesralatid at average monthly exchange ri
Net translation gains or losses are recorded direecta separate component of stockhol’ equity. Foreign currency transactions were
minimal and gains and losses were not materighfigrof the periods presented. The Company haséotapany debt from BRSCC, which
has been considered as long-term for financialnta@ppurposes since repayment is not planned ticipated in the foreseeable future. In
addition, during 2006 the Company executed a $#iamishort-term note with BRSCC, which was subsetyeepaid after year-end.

Recent Accounting Pronouncements

In June 2006, the Financial Accounting Standardsr8¢FASB) issued FASB Interpretation No. A8counting for Uncertainty in
Income Taxe(“FIN 48"), which clarifies when tax benefits should be recdrihefinancial statements, requires certain disales of uncertai
tax matters and provides guidance on how any tserves should be classified in a balance sheet4Blis effective for the Company in the
fiscal year beginning September 30, 2007. The Comgacurrently evaluating the impact that the awpof FIN 48 will have on its
consolidated financial statements.

3. Common Stock
Initial Public Offering

On September 21, 2004, the SEC declared the Corspaeny stock registration effective. On Septemigr2D04, the Offering was
completed, with public trading of the Company’scéteommencing on September 23, 2004. The Offeriag settled on September 28, 2004,
subsequent to the Company’s fiscal 2004 year-etel @ae Offering was for 8,500,000 shares (prightothree-for-two stock split in
June 2006 discussed below) at a pre-split pricheigoublic of $13.00 per share. After the undeersitdiscount of $7,735, net proceeds to
Company were $102,765, which the Company receiveSaptember 28, 2004. The Company also had prégadé8 of transaction costs ¢
received $2,584 from the Company’s warrant holdera reimbursement of a portion of the underwritlissount. The net proceeds were
used to redeem 2,839,937 warrants for $34,335eualrjunior subordinated notes payable of $18,5%7fuding a debt discount of $915 and
accrued interest) and subordinated notes payabéated parties of $29,464, with the remainde$2i¥,555 used to repay borrowings under
the Company’s revolving lines of credit.

Prior to the Offering, the Company effected a 4;5@01 stock split of its Class A Common Stock lire form of the issuance of a
dividend on the Company’s Common Stock equal td3tghares of Common Stock for each share of ClaSssrAmon Stock outstanding.
The Company also reclassified Class A Common StttokCommon Stock, eliminated the Class B Commarli&tincreased the number of
authorized shares of Common Stock to 100,000,000 ceeated 5,000,000 shares of undesignated Rrdf8tock, par value $.01 per share.
All share and per share amounts in the accompamyingolidated balance sheets and statements dtaper have been restated for all
periods to give retroactive effect to the 2006 lstgglit discussed below.

In connection with the Offering, the Company alsontinated its management agreement with its lageskholder. In addition, the
Company’s rights under certain securities agreesnentepurchase,
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at the lower of cost or fair value, Common Stodued to employees were terminated effective wighifO in 2004 and a charge of $9,023
was recorded for stock-based compensation in 2004.

Secondary Offering

On December 16, 2005, the Company sold two mililbares of common stock in a public offering at $@per share (prior to the three-
for-two stock split discussed below). Selling stogklers also sold shares in the offering. The netgeds to the Company from this offering,
after all associated expenses, totaled approxigndtl.6 million and were used for the pay downesalver borrowings. The Company did
not receive any proceeds from the sales by thmgedtockholders.

Three-for-Two Stock Split

In May 2006, the Company’s Board of Directors desdiea three-for-two common stock split, which waglpn the form of a stock
dividend on June 12, 2006 to the stockholders adnatat the close of business on May 31, 2006. Alingly, all share and per share data
the related capital amounts for all periods presgn¢flect the effects of this split, except feniis that are otherwise designated. In addition,
the Company’s treasury stock was retired in May&200

4.  Goodwill, Intangibles and Other Assets

Goodwill was $289,282 and $108,553 at Septembe?2@06 and September 24, 2005, respectively, of mdR14.7 and $99.7 million,
respectively, are deductible for income tax purgo3te Company’s goodwill balance increased by §#Din 2006 due to an addition of
$180,186 from the acquisitions described in Notad $543 from foreign currency translation. In 20§&odwill increased by $14,391 due to
an addition of $13,466 from acquisitions and $92nf foreign currency translation.

Intangibles and other assets, included in otheg-kenm assets, consist of the following:

September 30 September 24

2006 2005
Amortizable intangible asse
Non-compete agreemerr $ 1,63¢ $ 590
Customer relationshig 58,09¢€ 2,844
Beneficial lease arrangemel 610 —
Deferred financing costs 5,109 2,784
65,458 6,218
Less: accumulated amortization 11,531 2,064
53,922 4,154
Unamortizable trademarl 9,750 9,750
Other assets 2,000 —
Total other intangible assets $65,672 $13,90¢

Amortization expense related to intangible assetsumted to approximately $9,671, $1,206, and $38D6, 2005, and 2004,
respectively. The intangible lives range from améifteen years and the weighted average remailifimgvas 13.2 years at September 30,
2006. Estimated future annual amortization amofortthe above intangible assets as of Septembe2(8%H were $10,691, $8,906, $7,263,
$5,698, $4,617, and $16,746 for 2007, 2008, 2002022011 and thereafter, respectively.
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5. Acquisitions
Roofing and Sheet Metal Supply, Inc.

On August 30, 2006, the Company purchased certaiets of Roofing & Sheet Metal Supply, Inc. (“RSIVE)Tulsa, Oklahoma-based
distributor of residential and commercial roofinggucts with locations in Tulsa, Oklahoma, Joplitissouri and in Springdale and Fort
Smith, Arkansas. This purchase was funded througtJdS. revolving line of credit. A total of $1.Gillion of cash remains in escrow for
post-closing indemnification claims and is includedther long-term assets. RSM had net sales ®ii8ion (unaudited) for the year ended
November 30, 2005. The Company has included thdtsesf operations for RSM from the date of acgigsi and applied preliminar
purchase accounting, which, along with certain pase price adjustments, resulted in recorded gdioof$15.5 million as follows
(in 000’s):

Net asset $ 3,44¢
Customer relationshig 6,739
Goodwill 15,455
Purchase price $25,64z

Roof Depot, Inc.

On August 25, 2006, the Company purchased cersaiets of Roof Depot, Inc. (“Roof Depot”), a Minnsbased distributor of
residential and commercial roofing and other reldieilding products with locations in MinneapolisdaStillwater, Minn. This purchase was
funded through the Company’s U.S. revolving linedit. A total of $1.0 million of cash remainsaacrow for post-closing indemnification
claims and is included in other long-term asset&f®epot had net sales of $31 million (unaudited)}he year ended December 31, 2005.
The Company has included the results of operafmmBoof Depot from the date of acquisition andlagppreliminary purchase accounting,
which, along with certain purchase price adjustmergsulted in recorded goodwill of $4.0 millionfaBows (in 000's):

Net asset $10,22¢
Customer relationshig 3,863
Goodwill 4,010
Purchase price $18,09¢
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Mississippi Roofing Supply, Inc., Sunbelt Supply LLC, & Alabama Roofing Supply LLC

On January 17, 2006, the Company purchased cagagts of Mississippi Roofing Supply, Inc., SunBeipply LLC, & Alabama
Roofing Supply LLC (together the “Supply Companjestiree affiliated distributors of roofing and ettbuilding products with two locations
in Alabama and one in Mississippi. This purchase fuaded through the Company’s U.S. revolving bfieredit. A total of $0.8 million of
cash remains in escrow at September 30, 2006 demmification claims and is included in other catrassets. The Supply Companies had
combined net sales of $76 million (unaudited) far year ended December 31, 2005. The Company tlasi@d the results of operations for
the Supply Companies from the date of acquisitidre purchase price has been adjusted for the pnalisnfinancial performance for the ye
ended December 31, 2005. We have applied prelimimarchase accounting, which, along with certairchase price adjustments for the
final working capital levels and the 2005 finanaidults, resulted in recorded goodwill of $53.Hiom as follows (in 000’s):

Net asset $ 7,754
Non-compete 315
Customer relationshig 7,825
Goodwill 53,531
Purchase price $69,42¢

C& S Roofing Materials, Inc. D/B/A Pacific Supply Company

On January 10, 2006, the Company purchased cegagts of C&S Roofing Materials, Inc. D/B/A Pactapply Company (“Pacific”),
a distributor of roofing and other building prodsigtith four locations located in Orange and Los éleg counties in California. This purch
was funded through the Company’s U.S. revolving b credit. A total of $2.0 million of cash remsiim escrow for post-closing
indemnification claims and is included in otherremt assets. Pacific had net sales of $53 millisvagdited) for the year ended December 31,
2005. The Company has included the results of dipesafor Pacific from the date of acquisition aqplied preliminary purchase account
which, along with certain purchase price adjustmemsulted in recorded goodwill of $26.7 millionfallows (in 000’s):

Net asset $ 6,74C
Non-compete 181
Customer relationshig 9,700
Goodwill 26,66¢
Purchase price $43,29(
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SDI Holding, Inc.

On October 14, 2005, the Company purchased 100¥eajutstanding stock of SDI Holding, Inc. (“Sheltea distributor of roofing an
other building products with 51 branches in 14estait the time of the acquisition. This purchass fuaded through the Company’s U.S.
revolving line of credit. Based upon Shelter’s fiparformance for the 2005 calendar year, the isetjaalified for an earn-out payment of
$6.4 million, which was paid in June 2006. Shettad net sales of $342.4 million (unaudited) forykar ended December 31, 2005. The
Company has included the results of operationSFfalter from the date of acquisition and appliegiprinary purchase accounting, which,
along with certain purchase price adjustments ltein recorded goodwill of $78.1 million as falls (in 000’s):

Accounts receivabl $ 48,351
Inventories 53,10¢
Property and equipme 15,313
Other asset 17,271
Accounts payable and accrued expel (57,042)
Other liabilities (8,976)
Beneficial lease 610
Non-compete 842
Customer relationshig 25,852
Goodwill 78,12
Purchase price $173,45¢

Supplemental Pro Forma Information—Unaudited

The unaudited pro forma summary information belowtfie years ended September 30, 2006 and Sept@hb2005, give effect to the
acquisition of Shelter as if the acquisition hadweed at the beginning of those periods and & gjiving effect to certain adjustments,
including amortization of the intangible assetsjsctto amortization, interest expense incurred asnsequence of the increased borrowings
under our credit facility, and related income taxése aggregate impact of the inclusion of Pacifie, Supply Companies, Roof Depot and
RSM on the pro forma net income and net incomeshare presented below was not material and theréfis not been presented. Had the
impact from those acquired companies been incliméte pro forma net sales below, total pro forraasales (unaudited) would have been
$1,630.5 and $1,342.4 million for the years endegt@mber 30, 2006 and September 24, 2005, resplyctihe unaudited pro forma
summary information is not necessarily indicatiféhe financial results that would have occurrethd Shelter acquisition had been
consummated at the beginning of those periodsisribnecessarily indicative of the financial rasuvhich may be attained in the future.
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The pro forma summary information is based uporilavie information and upon certain assumptions tika Company’s management
believes are reasonable. As mentioned above, thkeBhcquisition is being accounted for usinggbechase method of accounting. The
allocation of the purchase price is preliminanndriamounts could differ from those reflected ia o forma summary information and such
differences could be significant.

Year Ended
September 30 September 24
2006 2005
(Dollars in thousands
except per share data

Unaudited
Net Sales $1,516,45¢ $1,163,96.
Net Income $ 48,771 $ 31,841
Net income per shar
Basic $ 1.14 $ 0.8C
Diluted $ 1.11 $ 0.77

Other Recent Acquisitions

On December 15, 2004, the Company purchased 10@P& afutstanding stock of JGA Corp. (“JGA"), a diaitor of roofing and other
building products with eight branches in Georgid &forida at the time of our acquisition. The pwsh price of $30.4 million was funded
through the Company’s U.S. revolving line of credittotal of $1.3 million of cash remains in escrfiw post-closing indemnification claims
and is included in other current assets. JGA hadales of $74 million (unaudited) for the year eshdecember 31, 2003. The Company has
included the results of operations for JGA fromdla¢e of acquisition and applied purchase accogntitnich resulted in recorded goodwill
$9.7 million and $11.4 million of other intangitdssets.

On November 23, 2005, the Company purchased cexsaiets of Easton Wholesale Company, Inc. (“Eagtardistributor of building
products located in Easton, Maryland. On Septerhp2005, the Company purchased certain assetsrafi@ocial Supply, Inc. (“CSI”), a
distributor of building products located in westdassachusetts. On April 26, 2005, the Companyhased certain assets of Insulation
Systems, Inc. of Virginia (“ISI"), a distributor @dofing and other building products with two brhas in Virginia. The total combined
purchase cost of these acquisitions was $13.6omilli

Pro forma information has not been provided fos¢hacquisitions since the impact to the finandatkesnents was not material
individually or in the aggregate.
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6. Property and Equipment, net

Property and equipment, net, consist of the foltmwi

September 30 September 24

2006 2005
Land $ 2,124 $ 1,752
Buildings and leasehold improveme 13,175 10,653
Equipment 74,875 42,607
Furniture and fixtures 8,583 4,510
98,757 59,522
Less: accumulated depreciation and amortization 39,46€ 27,755
$59,291 $31,767

7. Accrued Expenses
The significant components of accrued expenseasafellows:

September 30 September 24

2006 2005
Inventory receipts $18,241 $11,28¢
Employe«related 19,55¢E 11,787
Income taxe: 6,506 —
Customer incentive 4,659 2,264
Other 9,758 3,810
$58,71¢ $29,14¢

8. Financing Arrangements
Senior Notes Payable
Senior notes payable consisted of the following:

September 30  September 24
2006 2005

Senior notes payable to commercial lenders, dweriying
quarterly payments of principal, plus required prgpent amounts ai
interest at the bank prime rate plus 0.50% or LIB@s 1.75%
(7.24% at September 30, 2006) through October ; $27,441 $14,30¢

Senior notes payable to commercial lenders, degjiral
quarterly payments of principal, plus interesthat bank prime rate
plus 1.50% or LIBOR plus 2.75% (8.16% at Septen®0er2006)

through October 201 45,341 11,68¢€
72,782 25,99¢
Less current portion 3,500 5,840

$69,282 $20,15¢

The current portion shown above as of Septembe2@15 is the amount due within a year under the Reedit Facility discussed
below.
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Senior Secured Credit Facilities

The credit facilities in place prior to the New @ite~acility discussed below, were scheduled toumrgabn October 14, 2010 and
consisted of a $280.0 million U.S. revolving linfecoedit and a $C15 million Canadian revolving liofecredit, commonly referred to as
revolvers, and initial term loans totaling $80.0lio. The facilities provided for a cash receifisk-box arrangement that gave the Company
sole control over the funds in lock-box accountdesss excess availability was less than $10 miliioan event of default occurs, in which
case the senior secured lenders would have haijtiteo take control over such funds and to amgpigh funds to repayment of the senior
debt.

As of September 30, 2006, there was $229.8 mitigtstanding and $46.3 million available for borrog/under the revolvers. We also
had $4.5 million of outstanding standby lettersmfdit. The outstanding revolver borrowings at 8etter 30, 2006 carried a weighted-
average interest rate of 6.97%, were refinance@wuiig New Credit Facility below and, accordindigyve been classified as long-term debt.
The outstanding revolver borrowings at Septembef0@5 carried a weighted-average interest rate3#% and were classified as long-term
debt as well since the amounts were expected tutstanding for greater than one year.

Interest on borrowings under the U.S. facilitiesyayable at the Company’s election at either efdfiowing rates:

. an index rate (that is the higher of (a) the base for corporate loans quoted in The Wall Streatidal or (b) the Federal Reserve
overnight rate plu¥/ 2 of 1%) plus a margin of 0.25% to 1.50%, or

. the current LIBOR Rate plus a margin ranging fraB0% to 2.75%.
Interest under the Canadian facility was payabte@tCompany’s election at either of the follownages:

. an index rate (that is the higher of (1) the Casmadlirime rate as quoted in the Globe and Mail 2hthge 30-day BA Rate plus
1.25%) plus 0.50%, or

. the BA rate as described in the Canadian facilitg i.. 75%.

Substantially all Company assets, including thdtahgtock and assets of wholly-owned subsidiasesured obligations under these
senior secured credit facilities. The senior setgredit facilities had certain operating and ficiahcovenants and numerous restrictive
covenants. As of September 30, 2006, the Compasyimeompliance with all covenants.

New and Expanded Credit Facilities

On November 2, 2006, the Company closed on an amdeswad restated, seven-year $500 million U.S. seeicured credit facility and a
C$15 million senior secured Canadian credit facilitth GE Antares Capital (“GE Antares”) and a sigatie of other lenders (combined, the
“New Credit Facility”). The New Credit Facility riefanced the above credit facilities that also weevided through GE Antares. The New
Credit Facility provides the Company with lowerdrgst rates and available funds for future acqoistand ongoing working capital
requirements. In addition, the New Credit Facilitgreases the total allowable equipment financimgdjar capital lease financing to $35
million. The New Credit Facility also provides fitre same lock-box arrangement as under the reptaeéld facilities above.

The New Credit Facility consists of a U.S. revotyitredit facility of $150 million (the “US Revolvgr which includes a sub-facility of
$20 million for letters of credit, and a $350 nalii term loan (the “Term Loan”). The Term Loan heguired amortization of 1% per year,
payable in quarterly installments of approximat&ly9 million, and the remainder is due in 2013. Nasv Credit Facility also includes a
C$15 million senior secured revolving credit fayilprovided by GE Canada Finance Holding
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Company. The New Credit Facility may also be expanldy up to an additional $200 million under cerizonditions.

The US Revolver carries an interest rate of LIBARSA% and the Term Loan carries an interest iat¢BOR plus 2%. Unused fees on
the revolving credit facilities are 0.25% per annuémailability under the revolving credit facilitseis limited to 85% of eligible accounts
receivable, increasing to 90% from January throlighl of each year. Financial covenants, which gppily to the Term Loan, are limited to
a leverage ratio and a yearly capital expenditunédtion.

Equipment Financing Facility

The Company has an equipment financing facility gll@ws for the financing of purchased transpartatind material handling
equipment. The facility provided the Company with4million of remaining availability as of Septeent80, 2006. There was $10.3 million
of equipment financing loans outstanding at Sep&r8b, 2006, with fixed interest rates ranging frém% to 7.4%.
Other Information

The Company made interest payments under all fingrarrangements totaling $18,463 in 2006, $5,58%005, and $7,371 in 2004.

Annual principal payments for all outstanding baviregs for each of the next five years and thereaiteof September 30, 2006, after
consideration of the refinancing discussed aboegeas follows:

Equipment
Senior Securec Financing
Fiscal year Credit Facility & Other Total
2007 $ 3,50C $ 3,157 $ 6,657
2008 3,50C 4,061 7,561
2009 3,50C 1,797 5,297
2010 3,50C 1,917 5,417
2011 3,50C 1,864 5,364
Thereaftel 285,03¢ 971 286,00¢
Subtotal 302,53¢ 13,767 316,301
Less current portio 3,50C 3,157 6,657
Total lon¢-term debi $299,03¢ $10,61C  $309,64/

9. Warrant Derivatives

In connection with the issuance of senior debtdf7l the Company issued warrants to purchase 7888 es of Class B Common
Stock at less than $0.01 per share, exercisataghrAugust 2007. The Company also issued wartamgarchase 1,487,850 and 614,250
shares of Class A Common Stock at $.01 per shaeecisable through September 2008, in connectith thie issuance of junior
subordinated notes payable in September 2000 ared2l001, respectively.

The Company allocated from the debt proceeds areggte of $4,669 to the value of the warrants bapet the Compang’'assessme
of fair market value on the dates of issuance hatdllocation was amortized to interest expenge the term of the notes. Each warrant
included a “put” feature which allowed the holderéceive a cash settlement equivalent to therdifee between the fair market value of the
Company’s common stock and the exercise priceefarrant. The put feature was available any timmffive years after the date of the
issuance of the warrant or upon the occurrencemfin events, including a change in control, digaliinitial public offering or repayment of
over 50% of the related debt outstanding.
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The Company valued the warrant derivatives usieddir market value of the Company’s common statjksted for lack of
marketability, when applicable. The aggregate lighior the derivatives was $34,335 at Septemtier2D04. The relevant assumptions
included in the calculations were discounts randiom 0% to 20% for 2004.

On July 30, 2004, holders of all warrants agreea ¢ash settlement upon the effectiveness of tBealiRthe IPO price. The holders also
agreed to reimburse the Company for certain castgied in connection with the IPO. At SeptemberZti4, the Company valued the
warrants at its IPO price of $13.00, net of thevaged underwriters’ discount of 7% or $0.91. Ap&mber 25, 2004, the entire derivative
liability of $34,335 was currently due and was piaifull on September 28, 2004.

In computing earnings per share for 2004, the Comjpasumed the warrants would be settled in casle $he impact is more dilutive
than the exercise of the warrants.
10. Leases

The Company operates in leased facilities, whiehaacounted for as operating leases. The leasiesityprovide for a base rent plus
real estate taxes. The Company leases three tgsldtiom its Chairman for an aggregate of approxtye0.6 million in 2006, $0.5 million
in 2005 and $0.4 million in 2004. The Company badethat the terms of these leases approximatedhie.

At September 30, 2006, the minimal rental committa@mder all norcancelable operating leases with initial or remmagrterms of mor
than one year are as follows:

Year ending Septembe!

2007 $19,59¢
2008 17,037
2009 14,702
2010 11,852
2011 6,829
Thereafter 21,33¢€
Total minimum lease payments $91,35¢4

Rent expense was $17,817 in 2006, $9,608 in 200%&1922 in 2004.

11. Stock Options and Common Stock
Stock Option Plans

The Company is currently making stock-based awander its 2004 Stock Plan, which was adopted omeBdper 21, 2004. The 2004
Stock Plan allows for the granting of up to 3.3limil shares of Common Stock in the form of stockays or stock awards to key employees
and members of the Board of Directors. The key sevfrthe grants are determined by the Company’sdBoBDirectors.

The 1998 Stock Plan allowed for the granting ofaps to purchase up to 3.1 million shares of Comi&tmtk. Options were generally
allowed to be exercised beginning 18 months afterdate of grant and will terminate ten years ftbexgrant date. No further awards will be
made under the 1998 Stock Plan.

In the event of a change in control of the Compafiyoutstanding options are immediately vested.

57




Information regarding the Company’s stock opticadjusted for the 2006 stock split, is summarizddveénot in thousands):

Weighted- Weighted-

Average
Average Remaining Aggregate
Number of Exercise Contractual Intrinsic
Shares Price Life Value
(in Millions)
Outstanding at September 27, 2( 1,916,46( $ 1.23
Granted 983,61¢ 2.52
Canceled (37,539 1.81
Outstanding at September 25, 2004 2,862,53¢ 1.67
Granted 613,50( 12.1z
Exercisec (479,37¢) 1.31
Canceled (44,667) 6.77
Outstanding at September 24, 2005 2,951,99¢ 3.83
Granted 723,65: 19.91
Exercisec (848,41¢) 1.83
Canceled (26,577) 16.61
Outstanding at September 30, 2006 2,800,65¢ $ 8.47 7.2 $33.6
Vested or Expected to Vest at September 30, 2( 2,738,22¢ ¢ 8.33 7.2 $32.8
Exercisable at September 30, 2006 1,785,18: ¢ 3.32 6.3 $30.2

There were options available for grants to purctia888,682 shares of Common Stock under the 2082k $tlan at September 30, 20
The weighted-average grant date fair values okstptions granted during 2006, 2005 and 2004 wereg $5.35 and $2.52, respectively.
The intrinsic value of stock options exercised dgr2006 and 2005 was $16.6 million and $7.0 milli@spectively. At September 30, 2006,
the Company had $8.2 million of excess tax benefitilable for potential deferred tax write-off$ated to option accounting.

Details regarding options to purchase common stotgtanding as of September 30, 2006 are as fallows

Weighted
Range of Average
Options Exercise Contractual Options
Qutstanding Prices Life in Years Exercisable
267,87C $ 0.30-%$0.8¢ 2.8 267,87(
1,238,57¢ $ 1.4-3%2.33: 6.6 1,238,57¢
492,70¢ $ 8.6-$11.87" 8.1 204,23¢
643,00 $12.9- $18.63: 9.0 74,50(C
158,50( $22.16- $2.177 9.5 —
Totals 2,800,65¢ 1,785,18:

Special CEO Options Grant

The Company granted stock options to its PresidedtChief Executive Officer (CEQO) in October 200®ler an executive securities
agreement. The grant included options to purch@5@50 shares of common stock at fair value andsehsduled to vest over two years. In
January 2004,
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the Company and the CEO amended the special percipi®n agreement to increase the number of stizaesould be purchased under the
options to 612,366 shares. Such amendment didhaoige the exercise price, contractual term orngsif the original award. Under this
grant, the exercise price must be paid in caskessrthe Company permits otherwise. The optionsexpi October 20, 2013 and became -
vested after the completion of the Company’s IPREeSE options were not granted under the Compa®@8 $tock Plan or 2004 Stock Plan.
Options to purchase 150,000 shares under this grenat exercised in December 2005 at the time o€Chmpany’s secondary stock offering,
leaving 462,366 options outstanding under the sp&fO grant at September 30, 2006.

Common Stock

As mentioned in Note 2, prior to the IPO the Conyplaad the right, upon termination of employmentwiause or upon resignation, to
repurchase at the lower of cost or fair value,atershares of common stock that had been issuehpboyees and shares issuable upon
exercise of certain stock options.. The Compangrdahed that these awards were performance basktharefore recognized a charge for
the intrinsic value of the award of $9,023 in 2084.compensation expense related to these awatdted to selling, general and
administrative activities.

The Company included these awards in earningshaee £alculations since the holders of the shasze @ntitled to participate in any
dividends.

12. Benefit Plans

The Company maintains defined contribution plangecdag all full-time employees of the Company whavé 90 days of service (one
year of service for 2005 and prior) and are attlddsyears old. An eligible employee may elect ttkea befor-tax contribution of between
1% and 100% (15% for 2005 and prior) of his orémmpensation through payroll deductions, not taeegche annual limit set by law
($15,000 for 2006). The Company currently matchedfirst 50% of participant contributions limiteal 8% of a participant’s gross
compensation (maximum Company match is 3%). All @any contributions are subject to management'selien. The expense for this
plan was $4,579 in 2006, $3,387 in 2005 and $3i12D04.

The Company also contributes to an external perfsioth for certain of its employees who belong toaal union. Annual contributions
were $82, $74, and $78 in 2006, 2005, and 200pertively.
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13. Income Taxes

The income tax provision consists of the following:

Fiscal year
2006 2005 2004
Current:
Federa $24,48¢ $15,028 $ 7,96¢
Foreign 2,510 2,335 896
State 6,035 3,720 2,205
33,03¢ 21,08C 11,06¢
Deferred:
Federa (1,212 730 (554)
Foreign 39 19 (143)
State (331) 147 (243)

(1,504) 896 (940)
$31,52¢ $21,97¢ $10,12¢

The following table shows the principal reasonstfar difference between the effective income té& amd the statutory federal income
tax rate:

Fiscal Year
2006 2005 2004
Federal income taxes at statutory rate 35.00% 35.00% 35.0(%
State income taxes, net of federal ber 4.59 4.58 (24.47)
Non-deductible warrant derivativ — — (167.57)
Foreign income tax rate different 0.13 — (9.39)
Non-deductible stoc-based compensatic — — (16.9€)
Non-deductible meals and entertainm 0.35 0.33 (3.12)
Other (1.07) 0.12 (7.43)
Total 39.00% 40.03% (193.82)%

The components of the Company'’s deferred taxeasfellows:

September 30 September 24
2006 2005

Deferred tax liabilities

Excess tax over book depreciation and amortize $21,73i $13,68:
Other 251 —
21,98¢ 13,682

Deferred tax asset
Deferred compensatic 3,152 2,862
Allowance for doubtful accoun 2,459 1,623
Accrued vacation & othe 1,340 394
Foreign tax credit carryovt 94 111
Inventory valuation 6,824 2,142
13,86¢ 7,132
Net deferred income tax liabilitie $ 8,11¢ $ 6,551
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The Company made tax payments of $19,296 in 200%,8#3 in 2005, and $13,769 in 2004. In 2006 ar@b2the Company had
reductions in income taxes payable of $6,566 andaER respectively, as a result of stock optiorr@sges.

The Company has operations in 31 U.S. states aad firovinces in Canada and is subject to tax swrdigach of these jurisdictions and
federally in both the United States and Canadasé& lagidits may involve complex issues, which mayirecan extended period of time to
resolve. The Company has provided for its estimataxes payable in the accompanying financiakstents. Additional taxes are reasonably
possible, however the amounts cannot be estimathisaime.

14. Related-Party Transactions

As mentioned in Note 10, the Company leases thuédihgs from its Chairman for an aggregate of appnately $0.6 million in 2006,
$0.5 million in 2005 and $0.4 million in 2004. TBe@mpany paid management fees in the amount of B8P004 to its former largest
stockholder.

Holders of warrant derivative liabilities valuedagtproximately $4.1 million at September 25, 200dsisted of the Company'’s principal
investor, Code Hennessy & Simmons llI, L.P., andate management stockholders.

The Company believes all related-party transactimesat arms-length and reflect the fair market@dbr services rendered to the
Company.

15. Contingencies

The Company is subject to loss contingencies puatdoavarious federal, state and local environmdatas and regulations; however,
the Company is not aware of any reasonably poskib#es that would have a material impact on #alts of operations, financial position,
liquidity. Potential loss contingencies include gibte obligations to remove or mitigate the effemisthe environment of the placement,
storage, disposal or release of certain chemicatt@r substances by the Company or by other pattiecconnection with its acquisitions, the
Company has been indemnified for any and all knemwvironmental liabilities as of the respective daibacquisition. Historically,
environmental liabilities have not had a matemapact on the Company’s results of operations, firgmposition or liquidity.

The Company is subject to litigation from time itoé in the ordinary course of business, howevebmpany does not expect the
results, if any, to have a material adverse impadts results of operations, financial positioriguidity.
16. Geographic and Product Data

In accordance with the enterprise-wide disclosatpirements of SFAS No. 131, the Company’s geogeagid product information is
as follows:

Year Ended
September 30, 200! September 24, 200! September 25, 200

Property Property Property

and and Income and

Income  Equipment, Income  Equipment, (loss) Equipment,
Net before Net before Net before

Revenues _taxes net Revenues taxes net Revenues taxes net
u.s. $1,397,15! $73,77¢ $52,761 $762,64( $48,204 $25,674 $ 585,80 $ (7,319 $20,087
Canada 103,482 7,061 6,524 88,288 6,689 6,093 67,105 2,093 5,014
Total $1,500,63° $80,84C $59,291 $ 850,92¢ $54,89: $31,767 $ 652,90¢ $ (5,226) $ 25,101
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Net revenues to external customers by product group

Residential roofing products
Non-residential roofing produc
Complementary building products

Total

17. Allowance for Doubtful Accounts

The activity in the allowance for doubtful accouatssisted of the following:

Fiscal Year

September 30, 2006
September 24, 20(
September 25, 20(
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Year Ended
September 30 September 24 September 25
2006 2005 2004
$ 731,70¢ $346,29: $268,78(
448,04z 305,60¢ 223,23:
320,891 199,031 160,89¢
$1,500,63 $850,92¢ $652,90¢
Balance at
beginning Provision Balance at
of year Additions Write -offs end of year
4,104 4,65€ (3,740 5,02C
2,95¢ 3,331 (2,185) 4,104
2,322 2,73¢ (2,102 2,95¢




ITEM9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL
DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES
1. Disclosure Controls and Procedures

Our management, with the participation of our cleieécutive officer and chief financial officer, évated the effectiveness of our
disclosure controls and procedures (as definediiedRL3a-15(e) and 15d-15(e) under the Securitiehdhge Act of 1934) as of
September 30 2006. Based on this evaluation, daf ekecutive officer and chief financial officeprecluded that, as of September 30, 2006,
our disclosure controls and procedures were (lipded to ensure that material information relatm@eacon Roofing Supply, Inc., includi
its consolidated subsidiaries, is made known tocbigf executive officer and chief financial offidey others within those entities, particul:
during the period in which this report was beinggared and (2) effective, in that they provide oeable assurance that information required
to be disclosed by us in the reports that we filsubmit under the Securities Exchange Act of 1i834corded, processed, summarized and
reported within the time periods specified in tH8CSs rules and forms.

2. Internal Control over Financial Reporting
(@) Management’s Annual Report on Internal Contrd Over Financial Reporting

The management of Beacon is responsible for eshab{j and maintaining adequate internal controt émancial reporting. Internal
control over financial reporting is defined in Rdl@a-15(f) or 15d-15(f) promulgated under the SitiesrExchange Act of 1934 as a process
designed by, or under the supervision of, the cawp’sgorincipal executive and principal financiafioérs, and effected by the company’s
board of directors, management and other persotmptpvide reasonable assurance regarding trabilly of financial reporting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples and includes those
policies and procedures that:

* Pertain to the maintenance of records that in restsle detail accurately and fairly reflect the sactions and dispositions of the as
of the company;

» Provide reasonable assurance that transactiome@led as necessary to permit preparation ofifiahstatements in accordance
with generally accepted accounting principles, #rad receipts and expenditures of the company eiregbmade only in accordance
with authorizations of management and directorthefcompany; and

* Provide reasonable assurance regarding preventibmely detection of unauthorized acquisition, eselisposition of the compars/’
assets that could have a material effect on tteméial statements.

Beacon'’s internal control system was designed dvige reasonable assurance to Beacon’'s managene:Board of Directors
regarding the preparation and fair presentatigoutlished financial statements. All internal cohgstems, no matter how well designed,
have inherent limitations which may not preventietect misstatements. Therefore, even those systetasmined to be effective can provide
only reasonable assurance with respect to finastasément preparation and presentation. Projectibany evaluation of effectiveness to
future periods are subject to the risk that costroay become
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inadequate because of changes in conditions, btttbalegree of compliance with the policies orcpaures may deteriorate.

Our assessment of and conclusion on the effectdgeofour internal control over financial reportigid not include the internal controls
of Shelter Distribution Inc. and Beacon Pacifig.lrwhich includes the accounts of SDI Holding,.JiRoofing & Sheet Metal Supply, Inc.,
Roof Depot, Inc. and C&S Roofing Materials, Inchieh were acquired in 2006 and included in our 26@6solidated financial statements.
These acquired companies constituted 40.6% and @f36tal and net assets, respectively, as of Sapte 30, 2006, and 28.4% and 13.3%
revenues and net income, respectively, for the trear ended.

Beacon’s management assessed the effectivendss 6Gbmpany’s internal controls over financial rejpgy as of September 30, 2006. In
making this assessment, it used the criteria s#t fio Internal Control-Integrated Framework issbydhe Committee of Sponsoring
Organizations of the Treadway Commission (COSO¥eBan our assessment, we believe that, as ofrS8eete0, 2006, the Company’s
internal control over financial reporting is effivet based on those criteria.

Beacon'’s Independent Registered Public Accounting Ras issued a report on our assessment of thg@&uay’s internal control over
financial reporting. This report appears below.

(b) Attestation Report of the Independent Registed Public Accounting Firm

Report of Independent Registered Public Accountindrirm

The Board of Directors and Shareholders of
Beacon Roofing Supply, Inc.

We have audited management’s assessment, inclodbd accompanying Management’s Annual Report teriial Control Over
Financial Reporting, that Beacon Roofing Supplg, maintained effective internal control over figa reporting as of September 30, 2006,
based on criteria established in Internal Contraltegrated Framework issued by the Committee of Smimg Organizations of the
Treadway Commission (the COSO criteria). BeaconfiRg&upply, Inc.’s management is responsible faintaining effective internal
control over financial reporting and for its assesst of the effectiveness of internal control ofileancial reporting. Our responsibility is to
express an opinion on management’s assessmennhapirnon on the effectiveness of the company’srimal control over financial reporting
based on our audit.

We conducted our audit in accordance with the stadgdof the Public Company Accounting Oversightri8d@nited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whetheatigianternal control over financial
reporting was maintained in all material respe®is: audit included obtaining an understanding térimal control over financial reporting,
evaluating management’s assessment, testing ahgaéiag the design and operating effectivenessateirnal control, and performing such
other procedures as we considered necessary airthenstances. We believe that our audit providesagonable basis for our opinion.

A company'’s internal control over financial repogiis a process designed to provide reasonablesasuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordantiegeinerally accepted accounting
principles. A company’s internal control over firgal reporting includes those policies and proceduhat (1) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainly reflect the transactions and dispositionshaf assets of the company; (2) provide
reasonable assurance that transactions are recasdeztessary to permit preparation of financakstents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; and (Bjige reasonable assurance regarding prevention

64




or timely detection of unauthorized acquisitione usr disposition of the company’s assets thatcchale a material effect on the financial
statements.

Because of its inherent limitations, internal cohawver financial reporting may not prevent or @étaisstatements. Also, projections of
any evaluation of effectiveness to future periagssabject to the risk that controls may becomdeqaate because of changes in conditions,
or that the degree of compliance with the policeprocedures may deteriorate.

As indicated in the accompanying Management’'s AhReagort on Internal Control Over Financial Repagtimanagemerg’assessme
of and conclusion on the effectiveness of inteaueitrol over financial reporting did not includestimternal controls of Shelter Distribution
Inc. and Beacon Pacific, Inc., which includes tbeocaints of SDI Holding, Inc., Roofing & Sheet Mefalpply, Inc., Roof Depot, Inc. and
C&S Roofing Materials, Inc., which were acquired®06 and included in the 2006 consolidated firgrstatements of Beacon Roofing
Supply, Inc. These acquired companies constitufed?4 and 2.3% of total and net assets, respectiaslpf September 30, 2006, and 28.4%
and 13.3% of revenues and net income, respectifalyhe year then ended. Our audit of internaltarover financial reporting of Beacon
Roofing Supply, Inc. also did not include an evéihraof the internal control over financial repagiof Shelter Distribution, Inc. and Beacon
Pacific, Inc., which includes the accounts of Slding, Inc., Roofing & Sheet Metal Supply, Incod& Depot, Inc. and C&S Roofing
Materials, Inc.,which were acquired in 2006 anduded in the 2006 consolidated financial statemefiBeacon Roofing Supply, Inc.

In our opinion, management’s assessment that BeRoofing Supply, Inc. maintained effective internahtrol over financial reporting
as of September 30, 2006, is fairly stated, imelterial respects, based on the COSO criteria., Adsour opinion, Beacon Roofing
Supply, Inc. maintained, in all material respeeffgctive internal control over financial reporting of September 30, 2006, based on the
COSO criteria.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), the
consolidated balance sheets of Beacon Roofing $upp. as of September 30, 2006 and Septembet(®4, and the related consolidated
statements of operations, stockholders’ equity, s flows for each of the three years in theogeended September 30, 2006 and our
report dated December 11, 2006 expressed an ufigdalpinion thereon.

/s/ ERNST & YOUNG LLF

Boston, Massachuse!
December 11, 200

(c) Changes in Internal Control Over Financial R@orting

No change in our internal control over financigloging (as defined in Rules 13a-15(f) and 15d-16(ider the Securities Exchange Act
of 1934) occurred during the fiscal quarter endegt&mber 30, 2006 that has materially affecteds oeasonably likely to materially affect,
our internal control over financial reporting.

ITEM 9B. OTHER INFORMATION

We have no information to report pursuant to IteBn 9
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PART IlI
This part of our Form 10-K, which includes Itemsthfough 14, is omitted because we will file detfiré proxy material pursuant to
Regulation 14A not more than 120 days after theectaf our year-end, which proxy material will indéuthe information required by Items 10
through 14 and is incorporated herein by reference.
PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(@ (1) Financial Statements

The following financial statements of our Companyg &eport of the Independent Registered Public Actiog Firm are included in
Part Il, Item 8 of this Report:

* Report of Independent Registered Public Accourfimm
» Consolidated Balance Sheets as of September 36,800September 24, 2005
» Consolidated Statements of Operations for the yeaded September 30, 2006, September 24, 2005 eptdmber 25, 2004

» Consolidated Statements of Stockholders’ Equitytlieryears ended September 30, 2006, Septemb20@8, and September 25,
2004.

* Consolidated Statements of Cash Flows for the yexaded September 30, 2006, September 24, 2005 eptdmber 25, 2004
* Notes to Consolidated Financial Statements
(2) Financial Statement Schedules

Financial statement schedules have been omittealisedhey are either not applicable or the requiriedmation has been disclosed in
the financial statements or notes thereto.

(3) Exhibits

Exhibits are set forth on the attached exhibit inde
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigthas duly caused this report tc
signed on its behalf by the undersigned, theredatyp authorized.

BEACON ROOFING SUPPLY, INC.
(REGISTRANT)

By: /s DAVID R. GRACE
David R. Grace
Chief Financial and Accounting Offic

Date: December 14, 20(

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed belptie following persons on
behalf of the registrant and in the capacities@mthe dates indicated.

SIGNATURE TITLE DATE
/s/ ROBERT R. BUCEK President, Chief Executive Officer December 14, 2006
Robert R. Bucl and Director
/s ANDREW R. LOGIE Chairman of the Board and Director December 14, 2006
Andrew R. Logie
/s/ DAVID R. GRACE Senior Vice President, Chief Financial December 14, 2006
David R. Grace Officer and Chief Accounting Officer
/s/ H.A RTHURB ELLOWS, JR. Director December 14 , 2006

H. Arthur Bellows, Jr

/s JAMES J. GAFFENE) Director December 14, 2006
James J. Gaffne

/sl PETER M. GOTSCl Director December 14, 2006
Peter M. Gotscl

/s/ WILSON B. SEXTON Director December 14, 2006
Wilson B. Sextor

/s/ STUART A. RANDLE Director December 14, 2006
Stuart A. Randlt
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EXHIBIT

NUMBER

3.1

3.2

4.1

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

INDEX TO EXHIBITS
EXHIBIT

Second Amended and Restated Certificate of Incatfwor of Beacon Roofing Supply, Inc.
(incorporated herein by reference to Exhibit 3.Bémcon Roofing Supply, Inc.’s annual report on
Form 1(-K for the year ended September 25, 2C

Amended and Restated By-Laws of Beacon Roofing Buppe. (incorporated herein by reference
to Exhibit 3.2 to Beacon Roofing Supply, Inc.’s aahreport on Form 10-K for the year ended
September 25, 200

Form of Specimen Common Stock Certificate of BeaRonfing Supply, Inc. (incorporated herein
by reference to Exhibit 4.1 to Beacon Roofing Syppic.’s Registration Statement on S-1
(Registration No. 3:-116027))

Fourth Amended and Restated Credit Agreement, deted November 2, 2006, among Beacon
Sales Acquisition, Inc., as borrower, Beacon Rapfiupply, Inc., as one of the Guarantors, the
Lenders and L/C Issuers party thereto, and Gefdeatric Capital Corporation, as Administrative
Agent and Collateral Agent (incorporated by refeeeto Exhibit 10.1 of Beacon Roofing

Supply, Inc’s current report on Forn-K filed November 3, 2006

Fourth Amended and Restated Loan and Security Aggat dated as of November 2, 2006, among
Beacon Roofing Supply Canada Company, GE Canadaé&éHolding Company and the financial
institutions party thereto (incorporated by refeio Exhibit 10.2 to Beacon Roofing Supply, Inc’s
current report on Form-K filed November 3, 2006

Form of Beacon Roofing Supply, Inc. 2004 Stock F8&mck Option Agreement for all employees,
including executive officers who are not directbi

Form of Beacon Roofing Supply, Inc. 2004 Stock FB&mck Option Agreement for non-employee
directors (incorporated by reference to Exhibit31& Form 10-Q for the quarter ended March 31,
2006).*

Form of Beacon Roofing Supply, Inc. 2004 Stock FB&mck Option Agreement for employee
directors.*

Form of Registration Rights Agreement by and betwBeacon Roofing Supply, Inc. and Code,
Hennessy & Simmons lll, L.P. (incorporated hergjrréference to Exhibit 10.1 to Beacon Roofing
Supply, Inc’'s Registration Statement on Fori-1 (Registration No. 3:-116027))

Employment Agreement dated as of October 20, 290&d between Robert Buck and Beacon
Sales Acquisition, Inc. d/b/a Beacon Sales Comg§etprporated herein by reference to
Exhibit 10.2 to Beacon Roofing Supply, Inc.’s Régiion Statement on Form S-1 (Registration
No. 33:-116027)*

Amendment to Employment Agreement dated as of Mjy2004 by and between Robert Buck and
Beacon Sales Acquisition, Inc. d/b/a Beacon Satawsfany (incorporated herein by reference to
Exhibit 10.3 to Beacon Roofing Supply, Inc.’s Régiion Statement on Form S-1 (Registration
No. 33:-116027)*
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10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

21

23.1
31.1
31.2
32.1
32.2

Amendment dated February 15, 2006 to the Employrgreaement between Robert R. Buck and
Beacon Sales Acquisition, Inc. (incorporated hebgimeference to Exhibit 10.1 to Beacon Roofing
Supply Inc’s current report on Forn-K filed February 21, 2006)

Chief Executive Securities Agreement dated as @usti21, 1997 by and between Beacon Roofing
Supply, Inc. (formerly known as Beacon Holding Gagtion), Andrew Logie and Code,

Hennessy & Simmons lll, L.P. (incorporated hergjrrdéference to Exhibit 10.4 to Beacon Roofing
Supply, Inc’'s Registration Statement on For-1 (Registration No. 3:-116027)

Executive Securities Agreement dated as of OctdBeR003 by and between Beacon Roofing
Supply, Inc., Robert Buck and Code, Hennessy & Simsrill, L.P. (incorporated herein by
reference to Exhibit 10.5 to Beacon Roofing Supplg,’s Registration Statement on Form S-1
(Registration No. 3:-116027)

Amendment to Executive Securities Agreement daseaf danuary 28, 2004 by and between Be
Roofing Supply, Inc., Robert Buck and Code, Henp&sSimmons lll, L.P. (incorporated herein
reference to Exhibit 10.6 to Beacon Roofing Suppig,’s Registration Statement on Form S-1
(Registration No. 3:-116027)

1998 Stock Plan (incorporated herein by refereadexhibit 4.1 to Beacon Roofing Supply, Inc.’s
Registration Statement on Forr-8(Registration No. 3:-119747))*

2004 Stock Plan (incorporated herein by refereadexhibit 4.2 to Beacon Roofing Supply, Inc.’s
Registration Statement on Forr-8 (Registration No. 3:--119747))*

Amended and Restated Special Purchase Option Agrgatated January 28, 2004 by and between
Beacon Roofing Supply, Inc. and Robert Buck (incogped herein by reference to Exhibit 10.10 to
Beacon Roofing Supply, Ir's Registration Statement on Fori-1 (Registration No. 3:-116027))*

Amendment of Chief Executive Securities Agreemdated as of September 20, 2004 by and
among the Company, Andrew R. Logie, and Code, Hesn& Simmons lll, L.P. (incorporated
herein by reference to Exhibit 99.1 to Beacon RapBupply, Inc.’s current report on Form 8-K
filed September 24, 200.

Description of Management Cash Bonus Plan (incetedrherein by reference to Exhibit 10.16 to
Beacor's Annual Report on Form -K for the year ended September 24, 20(

Subsidiaries of Beacon Roofing Supply, |

Consent of Ernst & Young LLP, Independent Registétablic Accounting Firn
CEO certification pursuant to Section 302 of theb&ne-Oxley Act of 200z
CFO certification pursuant to Section 302 of theb&ae-Oxley Act of 200z
CEO certification pursuant to Section 906 of theb&ae-Oxley Act of 200z
CFO certification pursuant to Section 906 of theb@ae-Oxley Act of 2002

*  Compensatory plan or arrangement.
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EXHIBIT 10.3
BEACON ROOFING SUPPLY, INC. 2004 STOCK PLAN
STOCK OPTION AGREEMENT

A Stock Option (the “Option”) granted, as of OctoBd, 2006, by Beacon Roofing Supply, Inc., a Delecorporation (the
“Company”), to the employee named in the attachptid@ letter (the “Optionee”), for common stocky palue $.01 per share (the “Common
Stock”), of the Company shall be subject to théofeing terms and conditions:

1. Stock Option Grant Subject to the provisions set forth herein dredterms and conditions of the Beacon Roofing Suppt.
2004 Stock Plan (the “Plan”), a copy of which i&ehed hereto and the terms of which are herelyrfpiocated by reference, and in
consideration of the agreements of the Optioneeim@rovided, the Company hereby grants to theddp# an Option to purchase from the
Company the number of shares of Common Stock egptinchase price per share, and on the schedtfeytsein the attached Option letter.
Any Incentive Stock Option is intended to be aremmove stock option within the meaning of Secti@2A of the Internal Revenue Code of
1986.

2. _Exercise of Option Written notice of an election to exercise anytipo of the Option shall be given by the Optioneehis
personal representative in the event of the Op&iangeath, in accordance with procedures estallisiighe Compensation Committee of the
Board of Directors of the Company (the “Committea$)in effect at the time of such exercise.

At the time of exercise of the Option, paymenthaf purchase price for the shares of Common Stottkre$pect to which the Optic
is exercised must be made by one or more of thewlg methods: (i) in cash, or (ii) in cash raes from a broker-dealer to whom the
Optionee has submitted an exercise notice andacae instructions to deliver the purchase pricithé Company from the proceeds of the
sale of shares subject to the Option.

If applicable, an amount sufficient to satisfymihimum Federal, state and local withholding taquieements prior to delivery of
any certificate for shares of Common Stock musi atcompany the exercise. Payment of such taxebeamade by a method specified
above, and/or by directing the Company to withteldh number of shares of Common Stock otherwismids upon exercise of the Option
with a fair market value equal to the amount ofttake withheld.

3. _Exercise Upon Termination of EmploymerExcept as set forth in Section 6 below, if th@i@nee’s employment with the
Company and all affiliates terminates for any reasther than death, disability or retirement, thentvested portion of the Option shall
continue to be exercisable until the earlier of30¢h day after the date of the Optionee’s terndmadr the date the Option expires by its
terms.

In the event of the Optionee’s death, disabilityaiirement during employment with the Companyroy affiliate, the outstanding
portion of the Option shall become fully vestedsoich date and shall continue to be exercisabléthatiearlier of the first anniversary of the
date of the Optionee’s death, disability or retieznor the date the Option expires by its termar. this purpose (i) “disability” means (as
determined by the Committee in its sole discretitmw)inability of the Optionee to engage in anystabtial gainful activity by reason of any
medically determinable physical or mental impairnghich is expected to result in death or disabiiit which has lasted or can be expected
to last for a continuous period of not less thammizhths, and (i) “retirement” means the Optiondetsnination from employment with the
Company and all affiliates without cause (as deireech by the Committee in its sole discretion) wkies Optionee is 65 or older. (Full
vesting of an Incentive Stock Option may resulsliror part of the Option being treated as a Nora@ied Stock Option in accordance with
Section 5.4 of the Plan.)

4. Option Not TransferableThe Option may be exercised only by the Optiathéreng his lifetime and may not be transferred
other than by will or the applicable laws of desa@ndistribution or pursuant to a qualified donestlations order. The Option shall not
otherwise be assigned, transferred, or pledgedrfpmpurpose whatsoever and is not subject, in whiole part, to attachment, execution or
levy of any kind. Any attempted assignment, trangfedge, or encumbrance of the Option, other thatcordance with its terms, shall be
void and of no effect.

5. _Surrender of or Changes to Agreemett the event the Option shall be exercised iolehthis Agreement shall be surrende
to the Company for cancellation. In the event @jgion shall be exercised in part, this Agreeméatide delivered by the Optionee to the
Company for the purpose of making appropriate fatahereon, or of otherwise reflecting, in suchnmer as the Company shall determine,
the change in the number of shares.




6. _Forfeiture of Options If an Optionee’s employment with the Companyt®subsidiaries terminates due to Cause, all®f th
Optionee’s Options, including the vested and uregepbrtions, shall be forfeited as of the dateuohstermination. For purposes hereof,
“Cause” shall mean: (a) conviction of a felony ceated with Optionee’s employment with the Companisosubsidiaries, (b)
misappropriation or theft of property of the Comypan its subsidiaries, (c) gross negligence orfulilnisconduct in the performance of
employee’s duties, (d) any act of fraud againsiCbenpany or its subsidiaries, and (e) any unautkdrdissemination of confidential
information or trade or business secrets of the @omw or its subsidiaries.

7. _Administration The Option shall be exercised in accordance suitth administrative regulations as the Committedi rom
time to time adopt.

8. _Governing Law This Agreement, and the Option, shall be coestradministered and governed in all respects usby th:
laws of the State of Delaware.
IN WITNESS WHEREOF, this Agreement is executedi®y €ompany as of the 24  day of October, 2006.

BEACON ROOFING SUPPLY, INC.

By:

AGREED AND ACCEPTEL:

OPTIONEE

Date:




EXHIBIT 10.5
[Employee - Directors]
BEACON ROOFING SUPPLY, INC. 2004 STOCK PLAN
STOCK OPTION AGREEMENT

A Stock Option (the “Option”) granted by Beacon Rog Supply, Inc., a Delaware corporation (the “Guany”), to the
employee/Director named in the attached Optioeiddthe “Optionee”), for common stock, par valu@l$per share (the “Common Stockdf,
the Company shall be subject to the following teemd conditions:

1. Stock Option Grant Subject to the provisions set forth herein dredterms and conditions of the Beacon Roofing Suppt.
2004 Stock Plan (the “Plan”), a copy of which i@ehed hereto and the terms of which are herelyrfpiocated by reference, and in
consideration of the agreements of the Optioneeimg@rovided, the Company hereby grants to thedDpt an Option to purchase from the
Company the number of shares of Common Stock egptinchase price per share, and on the schedtfeytsein the attached Option letter.
Any incentive stock option is intended to be areittve stock option within the meaning of Secti@2A of the Internal Revenue Code of
1986.

2. _Exercise of Option Written notice of an election to exercise anytipo of the Option shall be given by the Optioneehis
personal representative in the event of the Op&iangeath, in accordance with procedures estallibiighe Compensation Committee of the
Board of Directors of the Company (the “Committeel$ in effect at the time of such exercise.

At the time of exercise of the Option, paymenthaf purchase price for the shares of Common Stottkrespect to which the Optic
is exercised must be made by one or more of thewlg methods: (i) in cash, or (ii) in cash raes from a broker-dealer to whom the
Optionee has submitted an exercise notice andacae instructions to deliver the purchase pricithé Company from the proceeds of the
sale of shares subject to the Option.

If applicable, an amount sufficient to satisfymihimum Federal, state and local withholding taguieements prior to delivery of
any certificate for shares of Common Stock musi atcompany the exercise. Payment of such taxebeaade by a method specified
above, and/or by directing the Company to withteldh number of shares of Common Stock otherwismids upon exercise of the Option
with a fair market value equal to the amount oftake withheld.

3. Exercise Upon Termination of EmploymeriExcept as set forth in Section 6 below, if th@i@nee’s employment with the
Company and all affiliates terminates for any r@asther than death, disability or retirement (andel below), and in connection therewith
the Optionee’s service on the Board terminatesthie vested portion of the Option shall contimuéé exercisable until the earlier of the
90th day after the date of such termination of @yplent or the date the Option expires by its terms.

In the event of the Optionee’s death or disabditying employment with the Company or any affiliagein the event of the
Optionee’s retirement, and in connection therewithservice on the Board terminates, the outstanplartion of the Option shall become
fully vested on such date and shall continue texmrcisable until the earlier of the first anniaysof the date of the Optionee’s death,
disability or retirement or the date the Optionieap by its terms.

In the event the Optionee’s employment with the @any and all affiliates terminates for any reastireothan death, disability or
retirement, and the Optionseservice on the Board continues thereafter, théo®ghall continue to vest and remain exercisabBccordanc
with the Option letter. If the Optionee’s servimethe Board subsequently terminates, then (@rihtnation is due to death, disability or
retirement, the outstanding portion of the Optibalsbecome fully vested on such date and shaliicoa to be exercisable until the earlier of
the first anniversary of the date of the Optionai=ath, disability or retirement or the date thei@pexpires by its terms, and (ii) if the
termination is for any reason other than deathgdiisy or retirement, the then vested portionted Option shall continue to be exercisable
until the earlier of the 90th day after the datswth termination or the date the Option expiregsierms.

For purposes of this Section 3, (i) “disability” ames (as determined by the Committee in its solerelion) the inability of the
Optionee to engage in any substantial gainful &gthy reason of any medically determinable phylsicanental impairment which is
expected to result in death or disability or whingts lasted or can be expected to last for a canigperiod of not less than 12 months, and
(i) “retirement” means (A) while the Optionee isiployed, the Optionee’s termination from employmeith the Company and all affiliates
without cause (as determined by the




Committee in its sole discretion) when the Optioise®5 or older; or (B) while the Optionee is a remployee Director, retirement in
accordance with the Company’s retirement policydoectors.

4. Option Not TransferableThe Option may be exercised only by the Optiathéing his lifetime and may not be transferred
other than by will or the applicable laws of desamndistribution or pursuant to a qualified donestlations order. The Option shall not
otherwise be assigned, transferred, or pledgedrfpmpurpose whatsoever and is not subject, in whiole part, to attachment, execution or
levy of any kind. Any attempted assignment, trangfedge, or encumbrance of the Option, other thatcordance with its terms, shall be
void and of no effect.

5. _Surrender of or Changes to Agreemett the event the Option shall be exercised iolehthis Agreement shall be surrende
to the Company for cancellation. In the event @jgion shall be exercised in part, this Agreeméatide delivered by the Optionee to the
Company for the purpose of making appropriate mtahereon, or of otherwise reflecting, in suchnmer as the Company shall determine,
the change in the number of shares.

6. _Forfeiture of Options If an Optionee’s employment with the Companyt®subsidiaries terminates due to Cause, all®f th
Optionee’s Options, including the vested and uragepbrtions, shall be forfeited as of the dateushstermination. For purposes hereof,
“Cause” shall mean: (a) conviction of a felony cected with Optionee’s employment with the Companigsosubsidiaries, (b)
misappropriation or theft of property of the Comypan its subsidiaries,(c)failure to observe anyigobf the Company or its subsidiaries,
including the Company’s Code of Conduct, (d)grosgligence or willful misconduct in the performarafeemployee’s duties, (e)any act of
fraud against the Company or its subsidiaries,(§rahy unauthorized dissemination of confidenitidbrmation or trade or business secret
the Company or its subsidiaries.

7. _Administration The Option shall be exercised in accordance sutth administrative regulations as the Committedl from
time to time adopt.

8. _Governing Law This Agreement, and the Option, shall be coestradministered and governed in all respects usgby th:
laws of the State of Delaware.

IN WITNESS WHEREOF, this Agreement is executedhiy €ompany as of the 24  day of October, 2006.

BEACON ROOFING SUPPLY, INC

By:

AGREED AND ACCEPTEL:

OPTIONEE

Date:




EXHIBIT 21

REGISTRANT’'S SUBSIDIARIES

The following table sets forth, at December 1, 2086 Registrans significant operating subsidiaries and other @ased companie
and their respective incorporation jurisdictioneeTRegistrant owns 100% of the voting securitiesauh of the subsidiaries listed below.
There are no subsidiaries not listed in the talléch would, in the aggregate, be considered sigamt.

Active Subsidiaries

State of
Incorporation

Beacon Sales Acquisition, In
Quality Roofing Supply, Inc
Beacon Canada, In

Best Distributing Co

The Roof Center, Inc

West End Lumber Company, Ir

Beacon Roofing Supply Canada Comp.

JGA Beacon, Inc

Shelter Distribution, Inc
Beacon Pacific, Inc
Beacon Sales Company, It

Delaware
Delaware
Delaware
North Caroling
Delaware
Delaware
Nova Scotie
Delaware
Delaware
Delaware
Massachusett




EXHIBIT 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference inRbgistration Statements (Form S-8 Nos. 333-1288it0333-119747) of Beacon
Roofing Supply, Inc. and in the related Prospectug®ur reports dated December 11, 2006, witheetsio the consolidated financial
statements of Beacon Roofing Supply, Inc., BeacoofiRg Supply, Inc. management’s assessment odffieetiveness of internal control
over financial reporting, and the effectives oemmal control over financial reporting of BeaconoRiog Supply, Inc., included in this Annual
Report (Form 10-K) for the year ended SeptembeB306.

/s/ ERNST & YOUNG LLF

Boston, Massachuse!
December 11, 200




EXHIBIT 31.1
CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBAN ES-OXLEY ACT OF 2002
I, Robert R. Buck, certify that
1. | have reviewed this annual report on Form 10-Beécon Roofing Supply, Inc.;

2. Based on my knowledge, this report does not commynuntrue statement of a material fact or omgitade a material fact necessary
to make the statements made, in light of the cistarmces under which such statements were madmisleding with respect to the period
covered by this report;

3. Based on my knowledge, the financial statement$ céimer financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant’s other certifying officer and | aessponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepared;

b) Designed such internal control over financial réipg; or caused such internal control over finaheporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’sldsire controls and procedures and presentedsimegport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyéhis report based on such
evaluation; and

d) Disclosed in this report any change in the regmtsdanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an ameport) that has materially affected, or
is reasonably likely to materially affect, the gant’s internal control over financial reportiramd

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluationterhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting whic
are reasonably likely to adversely affect the regig’s ability to record, process, summarize abrt financial information; and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significdain the registrant’s
internal control over financial reporting.

Date: December 14, 2006
/s ROBERT R. BUCK

Robert R. Bucl
President and Chief Executive Offic




EXHIBIT 31.2
CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBAN ES-OXLEY ACT OF 2002
I, David R. Grace, certify that:
1. | have reviewed this annual report on ForrKi@f Beacon Roofing Supply, Inc.;

2. Based on my knowledge, this report does antain any untrue statement of a material factnoit to state a material fact necess
to make the statements made, in light of the cistarmces under which such statements were madmisleding with respect to the period
covered by this report;

3. Based on my knowledge, the financial statdmemd other financial information included insthéport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in this rej

4. The registrant’s other certifying officer ahdre responsible for establishing and maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have::

a) Designed such disclosure controls and proesjar caused such disclosure controls and proesdoaibe designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepared;

b)  Designed such internal control over finanogdorting, or caused such internal control oveariitial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

c) Evaluated the effectiveness of the registsatisclosure controls and procedures and preséntbis report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyréhis report based on such
evaluation; and

d) Disclosed in this report any change in thasteant's internal control over financial reportitttat occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an ameport) that has materially affected, or
is reasonably likely to materially affect, the gant’s internal control over financial reportiramd

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluationterhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal oboirer financial reporting
which are reasonably likely to adversely affectribgistrant’s ability to record, process, summaaad report financial information; and

b) Anyfraud, whether or not material, that inked management or other employees who have aisattifole in the
registrant’s internal control over financial repogt

Date: December 14, 2006
/s/ DAVID R. GRACE

David R. Grace
President and Chief Financial Offic




EXHIBIT 32.1
CERTIFICATION PURSUANT TO SECTION 906 OF THE SARBAN ES-OXLEY ACT OF 2002

In connection with the Annual Report of Beacon RagfSupply, Inc. (the “Company”) on Form 10-K fiwetyear ended September 24,
2005, as filed with the Securities and Exchange @@sion on the date hereof (the “Report”), I, ReolberBuck, the Chief Executive Officer
of the Company, certify, pursuant to 18 U.S.C. §Q3&s adopted pursuant to 8 906 of the Sarbanksr@xt of 2002, that:

(1) The Report fully complies with the requirementseétion 13(a) or 15(d) of the Securities Exchangeoh 1934; and
(2) The information contained in the Report fairly mets, in all material respects, the financial ctodiand results of operations of
the Company.

/sl ROBERT R. BUCK
Robert R. Buck
President and Chief Executive Offic

December 14, 200

A signed original of this written statement reqdit®y Section 906, or other document authenticatognowledging, or otherwise
adopting the signature that appears in typed foithimvthe electronic version of this written stagmhrequired by Section 906, has been
provided to Beacon Roofing Supply, Inc. and willre&ined by Beacon Roofing Supply, Inc. and furedto the Securities and Exchange
Commission or its staff upon request.

This certification accompanies the Report pursta@ection 906 of the Sarbanes-Oxley Act of 2002 strall not, except to the extent
required by the Sarbanes-Oxley Act of 2002, be dekfited by the Company for purposes of Sectionfl®ie Securities Exchange Act of
1934, as amended.




EXHIBIT 32.2
CERTIFICATION PURSUANT TO SECTION 906 OF THE SARBAN ES-OXLEY ACT OF 2002

In connection with the Annual Report of Beacon RagfSupply, Inc. (the “Company”) on Form 10-K fiwetyear ended September 24,
2005, as filed with the Securities and Exchange @@sion on the date hereof (the “Report”), |, DaRidGrace, the Chief Financial Officer
of the Company, certify, pursuant to 18 U.S.C. §Q3&s adopted pursuant to 8 906 of the Sarbanksr@xt of 2002, that:

(1) The Report fully complies with the requirementseétion 13(a) or 15(d) of the Securities Exchangeoh 1934; and
(2) The information contained in the Report fairly mets, in all material respects, the financial ctodiand results of operations of
the Company.

/s/ DAVID R. GRACE
David R. Grace
Chief Financial Officel

December 14, 200

A signed original of this written statement reqdit®y Section 906, or other document authenticatognowledging, or otherwise
adopting the signature that appears in typed foithimthe electronic version of this written stagmhrequired by Section 906, has been
provided to Beacon Roofing Supply, Inc. and willre&ined by Beacon Roofing Supply, Inc. and furedto the Securities and Exchange
Commission or its staff upon request.

This certification accompanies the Report pursta@ection 906 of the Sarbanes-Oxley Act of 2002 strall not, except to the extent
required by the Sarbanes-Oxley Act of 2002, be dekfited by the Company for purposes of Sectionfli®ie Securities Exchange Act of
1934, as amended.




