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PART I

Item 1. BUSINESS

GENERAL DEVELOPMENT OF BUSINESS

        Description of the Company

We are the leading U.S. manufacturer and supplier of residential impact-resistant windows and doors and pioneered
the U.S. impact-resistant window and door industry. Our impact-resistant products, which are marketed under the
WinGuard®, PremierVue ™ and PGT Architectural Systems brand names, combine heavy-duty aluminum or vinyl
frames with laminated glass to provide protection from hurricane-force winds and wind-borne debris by maintaining
their structural integrity and preventing penetration by impacting objects. Impact-resistant windows and doors satisfy
stringent building codes in hurricane-prone coastal states and provide an attractive alternative to shutters and other
“active” forms of hurricane protection that require installation and removal before and after each storm. Combining the
impact resistance of WinGuard with our insulating glass creates energy efficient windows that can significantly reduce
cooling and heating costs.  We also manufacture non-impact resistant products in both aluminum and vinyl frames
including our SpectraGuard ™ line of products.  Our current market share in Florida, which is the largest
U.S. impact-resistant window and door market, is significantly greater than that of any of our competitors.

The geographic regions in which we currently operate include the Southeastern U.S., Gulf Coast, Coastal
mid-Atlantic, the Caribbean, Central America and Canada. We distribute our products through multiple channels,
including over 1,300 window distributors, building supply distributors, window replacement dealers and enclosure
contractors. This broad distribution network provides us with the flexibility to meet demand as it shifts between the
residential new construction and repair and remodeling end markets.

We operate manufacturing facilities in North Venice, Florida and in Salisbury, North Carolina, which produce
fully-customized windows and doors. We are vertically integrated with glass tempering and laminating facilities in
both states, which provide us with a consistent source of impact-resistant laminated glass, shorter lead times, and
lower costs relative to third-party sourcing.

On December 3, 2010, we announced that our Salisbury, North Carolina operations would be transferred to Venice,
Florida to consolidate our window and door production at our Florida manufacturing facilities.  This consolidation is
expected to be completed during the second quarter of 2011.  We believe transitioning to a centralized location will
optimize our manufacturing capacity and logistics, positioning us to be a stronger company with focus on growing our
share within our core wind-borne debris market areas.

We also own a facility in Lexington, North Carolina that is vacant and beginning in January 2010 was marketed for
sale.  In January 2011, we accepted an offer to sell our Lexington, North Carolina facility contingent upon certain
conditions.   We expect the sale of the Lexington, North Carolina facility to close in the second quarter of 2011.

History

Our subsidiary, PGT Industries, Inc., was founded in 1980 as Vinyl Technology, Inc. The PGT brand was established
in 1987, and we introduced our WinGuard branded product line in the aftermath of Hurricane Andrew in 1992.
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PGT, Inc. is a Delaware corporation formed on December 16, 2003, as JLL Window Holdings, Inc. by an affiliate of
JLL Partners, our largest stockholder, in connection with its acquisition of PGT Holding Company on January 29,
2004.  On February 15, 2006, we changed our name to PGT, Inc., and on June 27, 2006 we became a publicly listed
company on the NASDAQ National Market under the symbol “PGTI”.

FINANCIAL INFORMATION ABOUT INDUSTRY SEGMENTS

We operate as one segment, the manufacture and sale of windows and doors.  Additional required information is
included in Item 8.

-2-
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NARRATIVE DESCRIPTION OF BUSINESS

Our Products

We manufacture complete lines of premium, fully customizable aluminum and vinyl windows and doors and porch
enclosure products targeting both the residential new construction and repair and remodeling end markets. All of our
products carry the PGT brand, and our consumer-oriented products carry an additional, trademarked product name,
including WinGuard, Eze-Breeze, SpectraGuard, and, introduced in late 2009, PremierVue.

Window and door products

WinGuard. WinGuard is an impact-resistant product line and combines heavy-duty aluminum or vinyl frames with
laminated glass to provide protection from hurricane-force winds and wind-borne debris that satisfy increasingly
stringent building codes and primarily target hurricane-prone coastal states in the U.S., as well as the Caribbean and
Central America. Combining the impact resistance of WinGuard with our insulating glass creates energy efficient
windows that can significantly reduce cooling and heating costs.

Aluminum. We offer a complete line of fully customizable, non-impact-resistant aluminum frame windows and doors.
These products primarily target regions with warmer climates, where aluminum is often preferred due to its ability to
withstand higher structural loads. Adding our insulating glass creates energy efficient windows that can significantly
reduce cooling and heating costs.

Vinyl. We offer a complete line of fully customizable, non-impact-resistant vinyl frame windows and doors where the
energy-efficient characteristics of vinyl frames are critical. In early 2008, we introduced a new line of energy efficient
vinyl windows for new construction with wood-like aesthetics, such as brick-mould frames, wood-like trim detail and
simulated divided lights. In early 2009, we added a line of vinyl replacement windows with the same superior energy
performance and wood-like detail and branded the product lines as SpectraGuard.  These Energy-Star rated windows
also met the qualifications for the 30/30 federal tax credit.  In 2010 we introduced a SpectraGuard vinyl window line
with the same Energy-Star ratings and wood-like aesthetics  designed and targeted to meet  the needs of the Florida
market.  

PremierVue.  Introduced in the Fall of 2009, PremierVue is a complete line of impact-resistant vinyl window products
that are tailored for the mid to high end of the replacement market, primarily targeting single and multi-family homes
and low to mid-rise condominiums in Florida and other coastal regions of the Southeastern U.S. Combining structural
strength and energy efficiency, these products are designed for flexibility in today’s market, offering both laminated
and laminated-insulated impact-resistant glass options. PremierVue’s large test sizes and high design pressures,
combined with vinyl’s inherent thermal efficiency, make these products truly unique in the window and door industry.

Architectural Systems. Similar to WinGuard, Architectural Systems products are impact-resistant, offering protection
from hurricane-force winds and wind-borne debris for mid- and high-rise buildings rather than single family homes.

Eze-Breeze. Eze-Breeze non-glass vertical and horizontal sliding panels for porch enclosures are vinyl-glazed,
aluminum-framed products used for enclosing screened-in porches that provide protection from inclement weather.

Sales and Marketing

Our sales strategy primarily focuses on attracting and retaining distributors and dealers by consistently providing
exceptional customer service, leading product quality, and competitive pricing and using our advanced knowledge of
building code requirements and technical expertise.
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Our marketing strategy is designed to reinforce the high quality of our products and focuses on both coastal and inland
markets. We support our markets through print and web based advertising, consumer and builder promotions, and
selling and collateral materials. We also work with our dealers and distributors to educate consumers and
homebuilders on the advantages of using impact-resistant and energy efficient products. We market our products
based on quality, building code compliance, outstanding service, shorter lead times, and on-time delivery using our
fleet of trucks and trailers.
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Our Customers

We have a highly diversified customer base that is comprised of over 1,300 window distributors, building supply
distributors, window replacement dealers and enclosure contractors.  Our largest customer accounts for approximately
5% of net sales and our top ten customers account for approximately 18% of net sales. Our sales are comprised of
residential new construction and home repair and remodeling end markets, which represented approximately 25% and
75% of our sales, respectively, during 2010.  This compares to 27% and 73% in 2009.

We do not supply our products directly to homebuilders but believe demand for our products is also a function of our
relationships with a number of national homebuilders, which we believe are strong.

Materials and Supplier Relationships

Our primary manufacturing materials include aluminum and vinyl extrusions, glass, ionoplast, and polyvinyl butyral.
Although in many instances we have agreements with our suppliers, these agreements are generally terminable by
either party on limited notice.  All of our materials are typically readily available from other sources. Aluminum and
vinyl extrusions accounted for approximately 44% of our material purchases during fiscal year 2010. Sheet glass,
which is sourced from two major national suppliers, accounted for approximately 18% of our material purchases
during fiscal year 2010. Sheet glass that we purchase comes in various sizes, tints, and thermal properties. Polyvinyl
butyral and ionoplast, which are both used as inner layer in laminated glass, accounted for approximately 16% of our
material purchases during fiscal year 2010.

Backlog

As of January 1, 2011, backlog was $8.2 million compared to $8.5 million at January 2, 2010.  Our backlog consists
of orders that we have received from customers that have not yet shipped, and we expect that substantially all of our
current backlog will be recognized as sales in the first quarter of 2011.

Intellectual Property

We own and have registered trademarks in the United States. In addition, we own several patents and patent
applications concerning various aspects of window assembly and related processes.  We are not aware of any
circumstances that would have a material adverse effect on our ability to use our trademarks and patents.  As long as
we continue to renew our trademarks when necessary, the trademark protection provided by them is perpetual.

Manufacturing

Our primary manufacturing facility is located in Florida where we produce fully-customized products. The
manufacturing process typically begins in one of our glass plants where we cut, temper and laminate sheet glass to
meet specific requirements of our customers’ orders.  On December 3, 2010, we announced that our Salisbury, North
Carolina operations would be transferred to Venice, Florida to consolidate our window and door production at our
Florida manufacturing facilities.  For additional information see Footnote 4 in Item 8 “Financial Statements and
Supplementary Data” in this Form 10-K.

Glass is transported to our window and door assembly lines in a make-to-order sequence where it is combined with an
aluminum or vinyl frame. These frames are also fabricated to order, as we start with a piece of extruded material that
we cut and shape into a frame that fits our customers’ specifications. After an order has been completed, it is
immediately staged for delivery on our trucking fleet and shipped within an average of 48 hours of completion.
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Competition

The window and door industry is highly fragmented and the competitive landscape is based on geographic scope. The
competition falls into one of two categories: local and regional manufacturers, and national window and door
manufacturers.

Local and Regional Window and Door Manufacturers: This group of competitors consists of numerous local job shops
and small manufacturing facilities that tend to focus on selling products to local or regional dealers and wholesalers.
Competitors in this group typically lack marketing support and the service levels and quality controls demanded by
larger distributors, as well as the ability to offer a full complement of products.

National Window and Door Manufacturers: This group of competitors tends to focus on selling branded products
nationally to dealers and wholesalers and has multiple locations.

The principal methods of competition in the window and door industry are the development of long-term relationships
with window and door dealers and distributors, and the retention of customers by delivering a full range of
high-quality products on time while offering competitive pricing and flexibility in transaction processing. Trade
professionals such as contractors, homebuilders, architects and engineers also engage in direct interaction and look to
the manufacturer for training and education of product and code. Although some of our competitors may have greater
geographic scope and access to greater resources and economies of scale than do we, our leading position in the U.S.
impact-resistant window and door market and the high quality of our products position us well to meet the needs of
our customers.

Environmental Considerations

Although our business and facilities are subject to federal, state, and local environmental regulation, environmental
regulation does not have a material impact on our operations, and we believe that our facilities are in material
compliance with such laws and regulations.

Employees

As of February 17, 2011, we employed approximately 1,200 people, none of whom were represented by a union. We
believe that we have good relations with our employees.

FINANCIAL INFORMATION ABOUT GEOGRAPHIC AREAS

Our domestic and international net sales for the three years ended January 1, 2011, January 2, 2010 and January 3,
2009 are as follows (in thousands):

Year Ended
January

1,
January

2,
January

3,
2011 2010 2009

Domestic $ 167.8 $ 156.5 $ 205.9
International 7.9 9.5 12.7

$ 175.7 $ 166.0 $ 218.6
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AVAILABLE INFORMATION

Our Internet address is www.pgtindustries.com. Through our Internet website under “Financial Information” in the
Investors section, we make available free of charge, as soon as reasonably practical after such information has been
filed with the SEC, our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K,
and amendments to those reports filed pursuant to Section 13(a) or 15(d) of the Securities Exchange Act. Also
available through our Internet website under “Corporate Governance” in the Investors section are our Code of Business
Conduct and Ethics and our Code of Ethics for Senior Financial Officers. We are not including this or any other
information on our website as a part of, nor incorporating it by reference into this Form 10-K, or any of our other SEC
filings. The SEC maintains an Internet site that contains our reports, proxy and information statements, and other
information that we file electronically with the SEC at www.sec.gov.

Item 1A.   RISK FACTORS

We are subject to regional and national economic conditions. The unprecedented decline in the economy in Florida
and throughout the United States could continue to negatively affect demand for our products which has had, and
which could continue to have, an adverse impact on our sales and results of operations.

The new home construction and repair and remodeling markets have declined. Beginning in the second half of 2006,
we saw a significant slowdown in the Florida housing market.  This slowdown continued during 2007 through
2009.  Like many building material suppliers in the industry, we have been and will continue to be faced with a
challenging operating environment due to this decline in the housing market.  Specifically, new single family housing
permits in Florida decreased by 47% in 2008 and 30% in 2009, each as compared to the prior year, and remained at
historically low levels in 2010.  Beginning in the third quarter of 2008, we began to see a decrease in consumer
spending for repair and remodeling projects as credit tightened and many homeowners lost substantial equity in their
homes.  The resulting decline in new home and repair and remodeling construction levels by our customers has
decreased demand for our products which has had, and which could continue to have, an adverse impact on our sales
and results of operations.

Current economic and credit market conditions have increased the risk that we may not collect a greater percentage of
our receivables. Economic and credit conditions have negatively impacted our bad debt expense which has adversely
impacted our results of operations.  If these conditions persist, our results of operations may continue to be adversely
impacted by bad debts. We monitor our customers’ credit profiles carefully and make changes in our terms when
necessary in response to this heightened risk.

We are subject to fluctuations in the prices of our raw materials. We experience significant fluctuations in the cost of
our raw materials, including aluminum extrusion, polyvinyl butyral and glass. A variety of factors over which we have
no control, including global demand for aluminum, fluctuations in oil prices, speculation in commodities futures and
the creation of new laminates or other products based on new technologies impact the cost of raw materials we
purchase for the manufacture of our products. While we attempt to minimize our risk from severe price fluctuations by
entering into aluminum forward contracts to hedge these fluctuations in the purchase price of aluminum extrusion we
use in production, substantial, prolonged upward trends in aluminum prices could significantly increase the cost of the
unhedged portions of our aluminum needs and have an adverse impact on our results of operations. We anticipate that
these fluctuations will continue in the future. While we have entered into a three-year supply agreement through early
2012 with a major producer of ionoplast inner layer that we believe provides us with a reliable, single source for
ionoplast with stable pricing on favorable terms, if one or both parties to the agreement do not satisfy the terms of the
agreement it may be terminated which could result in our inability to obtain ionoplast on commercially reasonable
terms having an adverse impact on our results of operations.  While historically we have to some extent been able to
pass on significant cost increases to our customers, our results between periods may be negatively impacted by a delay
between the cost increases and price increases in our products.

Edgar Filing: PGT, Inc. - Form 10-K

13



We depend on third-party suppliers for our raw materials. Our ability to offer a wide variety of products to our
customers depends on receipt of adequate material supplies from manufacturers and other suppliers. Generally, our
raw materials and supplies are obtainable from various sources and in sufficient quantities. However, it is possible that
our competitors or other suppliers may create laminates or products based on new technologies that are not available
to us or are more effective than our products at surviving hurricane-force winds and wind-borne debris or that they
may have access to products of a similar quality at lower prices. Although in many instances we have agreements with
our suppliers, these agreements are generally terminable by either party on limited notice. Moreover, other than with
our suppliers of polyvinyl butyral and aluminum, we do not have long-term contracts with the suppliers of our raw
materials.
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Transportation costs represent a significant part of our cost structure. Although prices decreased significantly in the
fourth quarter of 2008 and stabilized somewhat in 2009 they began to increase again in late 2010.  The increase in fuel
prices in 2008 had a negative effect on our distribution costs.  Another rapid and prolonged increase in fuel prices may
significantly increase our costs and have an adverse impact on our results of operations.

The home building industry and the home repair and remodeling sector are regulated. The homebuilding industry and
the home repair and remodeling sector are subject to various local, state, and federal statutes, ordinances, rules, and
regulations concerning zoning, building design and safety, construction, and similar matters, including regulations that
impose restrictive zoning and density requirements in order to limit the number of homes that can be built within the
boundaries of a particular area. Increased regulatory restrictions could limit demand for new homes and home repair
and remodeling products and could negatively affect our sales and results of operations.

Our operating results are substantially dependent on sales of our WinGuard branded line of products. A majority of
our net sales are, and are expected to continue to be, derived from the sales of our WinGuard branded line of products.
Accordingly, our future operating results will depend on the demand for WinGuard products by current and future
customers, including additions to this product line that are subsequently introduced. If our competitors release new
products that are superior to WinGuard products in performance or price, or if we fail to update WinGuard products
with any technological advances that are developed by us or our competitors or introduce new products in a timely
manner, demand for our products may decline. A decline in demand for WinGuard products as a result of competition,
technological change or other factors could have a material adverse effect on our ability to generate sales, which
would negatively affect results of operations.

Changes in building codes could lower the demand for our impact-resistant windows and doors. The market for our
impact-resistant windows and doors depends in large part on our ability to satisfy state and local building codes that
require protection from wind-borne debris. If the standards in such building codes are raised, we may not be able to
meet their requirements, and demand for our products could decline. Conversely, if the standards in such building
codes are lowered or are not enforced in certain areas, demand for our impact-resistant products may decrease.
Further, if states and regions that are affected by hurricanes but do not currently have such building codes fail to adopt
and enforce hurricane protection building codes, our ability to expand our business in such markets may be limited.

Our industry is competitive, and competition may increase as our markets grow or as more states adopt or enforce
building codes that require impact-resistant products. The window and door industry is highly competitive. We face
significant competition from numerous small, regional producers, as well as certain national producers. Any of these
competitors may (i) foresee the course of market development more accurately than do we, (ii) develop products that
are superior to our products, (iii) have the ability to produce similar products at a lower cost, or (iv) adapt more
quickly to new technologies or evolving customer requirements than do we. Additionally, new competitors may enter
our industry, and larger existing competitors may increase their efforts and devote substantially more resources to
expand their presence in the impact-resistant market.  If we are unable to compete effectively, demand for our
products may decline.

In addition, while we are skilled at creating finished impact-resistant and other window and door products, the
materials we use can be purchased by any existing or potential competitor. New competitors can enter our industry,
and existing competitors may increase their efforts in the impact-resistant market. Furthermore, if the market for
impact-resistant windows and doors continues to expand, larger competitors could enter or expand their presence in
the market and may be able to compete more effectively. Finally, we may not be able to maintain our costs at a level
for us to compete effectively. If we are unable to compete effectively, demand for our products and our profitability
may decline.

Our business is currently concentrated in one state. Our business is concentrated geographically in Florida. In fiscal
year 2010, approximately 81% of our sales were generated in Florida,  a state in which new single family housing
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permits remain at historically low levels. Our recent announcement to consolidate operations into a single
manufacturing location to optimize our manufacturing capacity and logistics was based, in part, on our belief that a
focused approach to growing our share within our core wind-borne debris markets in Florida, from the Gulf Coast to
the mid-Atlantic, and certain international markets, will maximize value and return.  However, such a focus may
further concentrate our business, and a continued or prolonged decline in the economy of the state of Florida or of
certain coastal regions, a change in state and local building code requirements for hurricane protection, or any other
adverse condition in the state or certain coastal regions, could cause a decline in the demand for our products, which
could have an adverse impact on our sales and results of operations.

Our level of indebtedness could adversely affect our ability to raise additional capital to fund our operations, limit our
ability to react to changes in the economy or our industry, and prevent us from meeting our obligations under our debt
instruments. As of January 1, 2011, our indebtedness under our first lien term loan was $50.0 million. All of our debt
was at a variable interest rate. In the event that interest rates rise, our interest expense would increase. A 1.0% increase
in interest rates above our established floor would result in approximately $0.5 million of additional interest expense
annually.
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The level of our debt could have certain consequences, including:
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