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t h e  c o m pa n y

The 2006 fiscal year for Patrick Industries was the second year of 
our three-year strategic plan and our third consecutive year of improved 
operating results and forward momentum.  In conjunction with executing 
on our strategic plan, we continued to build on promoting our team-
oriented environment, gained market share through focused sales 
efforts and deliverables, introduced and rolled out our new products, and 
capitalized on market opportunities as they related to quality products, 
competitive pricing, and exceptional customer service.  Additionally, we 
focused significant efforts on executing our strategic acquisition model 
which is a key component of both our short-term and long-term strategic 
plans.  We investigated various acquisition candidates throughout 2006 
which included both informal and formal due diligence.  In January 
2007, we completed the purchase of American Hardwoods, Inc., an $18 
million industrial distribution business in Phoenix, Arizona, which has an 
excellent reputation in the industry and offers products that complement 
Patrick’s existing core competencies while providing diversification 
opportunities into the Industrial markets.  

From a financial perspective, the 2006 fiscal year was our best year in 
the last seven years.  Net sales increased approximately $24.2 million, or 
7.5%, from $323.4 million in 2005 to $347.6 million in 2006.  Operating 
expenses remained aligned with revenues and income from operations 
was up $2.3 million, or 60%, to $6.1 million in 2006 from $3.8 million 
in 2005.  Net income increased 84%, or $1.2 million, to $2.6 million and 
earnings per share increased 80%, or $0.24, to $0.54 in 2006.   As it 
relates to our investor relations strategy, we increased our overall efforts 
including presentations at two road-shows in the latter part of the year.  
Our goal to further generate investor interest in the Company is just part 
of our multi-faceted approach to increasing overall shareholder value.  

In the areas of operation and distribution, we increased our focus 
on improving operating efficiencies in our manufacturing facilities 
through the implementation of lean manufacturing initiatives, six sigma 
methodologies, and various continuous improvement programs.  Our 
distribution facilities focused their efforts on new products including our 
new exclusive Beauflor resilient flooring, our Windquest Closet System 
organizers, and our exclusive Roman drywall finishing systems.  These 
products, primarily in their initial introduction year, added approximately 
$3.0 million to the top line in 2006.   Our aluminum extrusion operation 
recently completed construction and installation of a $1.5 million, 30,000 
square foot facility which houses a state of the art 25’ vertical powder 
coat spray line.  This new line, which costs approximately $3.0 million 
and is one of only three with its capabilities in North America, will 
increase product offerings and market penetration opportunities through 
a value-added manufacturing process that produces a high quality, 
environmentally-friendly finished product.  Further, we expanded our 
efforts overseas to investigate opportunities to decrease overall costs 
through a combination of outsourcing and global purchasing synergies 
as they relate to our raw material and finished products.  We currently 
purchase a number of products globally and plan to continue these 

international outsourcing initiatives to explore all prospects as they relate 
to the rationalization of our overall low cost initiatives.   

From a market perspective, all three of the primary market sectors 
that we serve could be characterized as encountering unstable 
fluctuations in productivity and demand.  The Manufactured Housing 
industry which is, and has been, operating at more than 40 year lows, 
experienced a slight increase in demand in the fourth quarter of 2005 
due to the hurricanes in the southeast and subsequently encountered 
four straight quarters of decline in shipments in 2006.  From our 
perspective, this industry, which represents 44% of our revenue base, 
continues to be burdened by excess capacity, a difficult financing and 
lending environment, and a lack of marketing efforts as they relate 
to a true low cost alternative to traditional site built housing.  The 
Recreational Vehicle industry, which represents 28% of our 2006 sales, 
experienced a similar spike in demand in the fourth quarter of 2005 
followed by two quarters of increased shipments.  The third and fourth 
quarters of 2006, however, proved to be soft as they related to demand.  
While market conditions have declined with respect to the RV industry, 
positive demographics indicate a solid future, albeit, most likely not 
at the levels of the past three years.  The Industrial and other sectors 
continued to be bolstered by a strong residential housing market and 
heavy remodeling efforts.  While we have significantly increased our 
market presence and penetration, our overall sales efforts have been 
hindered by customer attrition and circumstances beyond our control, 
including financial stability of certain customers, transfers to in-house 
production, and off-shore competition, among others.  We continue 
to look for diversification opportunities through additional product 
offerings and acquisition prospects to minimize our vulnerability to these 
fluctuations.

We are pleased with our accomplishments over the past year as they 
relate to performance in accordance with our strategic plan.  Our overall 
goal of consistently increasing shareholder value and return on equity 
remains at the top of this plan, with a team that is motivated through an 
atmosphere that promotes accountability, continuous improvement, a 
customer first mentality, professional development of our staff, our core 
values, and a culture based on open and honest communication.  We 
remain dedicated and focused on making strategic accretive acquisitions 
to foster future long-term growth of the Company beyond the levels 
which our current markets will develop organically.  The alignment of our 
Board of Directors, our management group, our team members, and our 
“business partners” is critical to our continued success and we would 
like to thank our shareholders, employees, customers, suppliers, and 
friends for your continued support, trust, and faith in Patrick Industries. 

 

Patrick Industries, Inc. (www.patrickind.com) is a major 
manufacturer of component products and a distributor of building 
products serving the Manufactured Housing, Recreational Vehicle, 
kitchen cabinet, home and office furniture, fixture and commercial 
furnishings, marine, and other Industrial markets.  Patrick’s major 
manufactured products include cabinet and wall components, 

countertops, adhesives, and aluminum extrusions.  The Company 
also distributes drywall and drywall finishing products, interior 
passage doors, flooring, vinyl and cement siding, ceramic tile, 
high pressure laminates, and other miscellaneous products.  The 
Company operates 14 manufacturing facilities and 13 distribution 
centers coast-to-coast in 12 states.  

Paul E. Hassler
President and Chief Executive Officer
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As of or for the Year Ended December 31,
 2006 2005	 2004	 2003	 2002
 (dollars in thousands, except per share amounts)

Net sales $347,629 $323,400 $301,555 $274,682 $308,755

Gross profit 42,063 38,140 35,880 32,183 39,193

Warehouse and delivery expenses 14,719 13,904 13,719 12,916 14,329

Selling, general, and administrative expenses 21,190 20,400 20,489 18,442 23,546

Restructuring charges — — — 235 269

Operating income 6,154 3,836 1,672 589 1,049

Interest expense, net 1,631 1,396 671 679 891

Income taxes (credits) 1,894 1,016 400 (35) 63

Net income (loss) 2,629 1,424 601 (55) 95

Basic earnings (loss) per common share .54 .30 .13 (.01) .02

Diluted earnings (loss) per common share .53 .30 .13 (.01) .02

Weighted average common shares outstanding 4,870 4,774 4,704 4,601 4,547

Cash dividends, per common share — — — .04 .16

Working capital 37,105 39,447 28,770 35,635 38,566

Total assets 109,149 99,730 92,375 81,142 86,466

Long-term debt 14,006 16,472 4,100 7,771 11,443

Shareholders’ equity 66,076 62,680 60,740 59,248 59,279
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 net SaLeS* eBItDa* WoRKInG capItaL*

 equIty peR ShaRe DeBt to equIty StocK pRIce
   at DecemBeR 31St

	
Year	 Current	Ratio	 Net	Income	(Loss)*

	 Basic	Earnings	(Loss)	 Dividends
	 	 	 	 Per	Share	 Per	Share

 2006 2.4 $2,629 $0.54 $0.00
 2005 3.2 1,424 0.30 0.00
  2004 2.2 601 0.13 0.00
 2003 4.1 (55) (0.01) 0.04
 2002 4.0 95 0.02 0.16

	 Year
	 Days	Sales	Outstanding	 Inventory	Turns	 Percent	Return	 Percent	Return

	 	 in	Receivables**	 Per	Year**	 On	Assets	 On	Equity

 2006 24.1 7.3 2.4 4.0
 2005 23.9 7.9 1.4 2.3
 2004 23.9 8.5 0.7 1.0
 2003 21.5 8.3 0.0 0.0
 2002 21.7 8.6 0.1 0.2
*In thousands   **Based on average balances throughout the year

Patrick Industries, Inc. quarterly earnings statements and all other press releases are avail-
able, for those with internet capabilities, through PR Newswire Company, as well as our own 
internet web site. For a menu of Patrick’s news releases or to retrieve a specific release, 
access HTTP://www.prnewswire.com on the internet. The Company’s own internet address 
is HTTP://www.patrickind.com. The Company’s Common Stock trades on the Nasdaq Stock 
MarketSM under the symbol PATK.

A copy of the Annual Report Form 10-K as filed with the Securities and Exchange Commission 
will be furnished to shareholders without charge upon written request to the Secretary of the 
Company.
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PERFORMANCE GRAPH*
Set forth below is a line graph comparing the yearly cumulative total shareholder return on the Company’s 

Common Stock against the cumulative total return of the indices indicated for the period of five fiscal years 
commencing December 31, 2001 and ended December 31, 2006.  This graph assumes that $100 was invested 
on December 31, 2001 and that all dividends were reinvested.  The stock price performance shown on the graph 
below is not necessarily indicative of future price performance.
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  1-3. From nine locations, Patrick lamination 
operations blanket the nation 
laminating an array of overlays on 
a wide variety of substrates. Many 
operations also specialize in value-
added cut-to-size, edge banding, and 
point-to-point capabilities.

     4. Our Sun Adhesives division 
manufactures water based adhesives, 
paints, and other coating products to 
fulfill the needs of those we serve. 

    5.	 Patrick Door supplies an array of 
cabinet doors and other cabinet 
components using both solid woods 
and laminated products.

  6-7. Patrick Metals manufactures a broad 
spectrum of aluminum extrusions used 
in the commercial and recreational 
marketplace. With the expansion of 
value-added machining capabilities 
and our new state of the art powder 
coating facility, Patrick Metals has 
become a natural choice anytime 
aluminum extrusions are needed.

    8 .  Lamitech, a high pressure laminate 
brand exclusive to Patrick, boasts 
a fresh value driven alternative in 
the high pressure laminate arena. 
Its proven track record has been 
an excellent fit for our industrial, 
Manufactured Housing, and 
Recreational Vehicle customers.
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D I S t R I B u t I o n  p R o D u c t S

 1-2. Beauflor, an advanced resilient flooring solution, 
has become a mainstay in our flooring category. 
Combined with luxury tile and laminated and 
engineered wood, the vast selection of flooring 
products available from Patrick continues to boast 
beauty and value to our customers.

   3. Innovative products such as the FFS-5000 Flexible 
Finishing System for interior ceiling and wall 
applications now compliments our extensive line of 
drywall and drywall finishing products.

   4. Interior passage doors are available in a variety of 
finishes and designs to compliment our customers’ 
décor.

5-6. Patrick now supplies Windquest pre-packaged 
modular closet organizing system kits and 
accessories that enhance the wide array of shelving 
products currently available from our manufacturing 
divisions.

   7. Complimenting our Sun Adhesive products, we offer 
an in-depth selection of brand name environmentally-
safe sealants and caulks.

    8.	 Solatube, with available lighting kits and built in 
vents, is a much welcome option at the retail level.

    9. One of our popular products is a waterproof, rodent 
resistant covering for the bottoms of manufactured 
homes and recreational vehicles.

  10. The addition of American Hardwoods to the Patrick 
family further highlights our commitment to the 
Industrial segment. American Hardwoods specializes 
in the distribution of hardwood lumber, decorative 
plywoods and laminated panels.
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Decatur,	Alabama

Phoenix,	Arizona

Fontana,	California	(2)

Woodland,	California

Valdosta,	Georgia

Elkhart,	Indiana

Halstead,	Kansas

New	Ulm,	Minnesota

New	London,	North	Carolina

Woodburn,	Oregon

Mt.	Joy,	Pennsylvania

Waco,	Texas

Decatur,	Alabama	(2)

Phoenix,	Arizona

Fontana,	California	(2)

Ocala,	Florida

Elkhart,	Indiana	(2)

Mishawaka,	Indiana

New	London,	North	Carolina

Woodburn,	Oregon	(2)

Mt.	Joy,	Pennsylvania

Waco,	Texas
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coRpoRate oFFIce • 107 W. FRanKLIn St. 
p.o. Box 638 • eLKhaRt, In 46515

phone (574) 294-7511 • Fax (574) 522-5213  
http://www.patrickind.com




