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Consolidated Statement of Income Data:
Net sales

F i n a n c i a l

2000

1999

1998

1997

In thousands, except per share amount
$ 276,473

$ 281,409

$ 240,307

$ 209,516

$ 150,833

Gross profit

51,402

49,217

48,904

41,664

31,117

Net income

11,111

10,691

13,285

12,581

11,100

Basic earnings per share

1.71

1.65

2.06

1.96

1.73

Diluted earnings per share

1.67

1.62

2.01

1.90

1.68

1999

1998

1997

281.4

13.3

276.5

12.6

240.3

11.1

11.1

10.7

209.5

150.8
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98

Net Sales

99

00

01
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Year Ended December 31,

2001

Consolidated Balance Sheet Data:
Working capital

98

99

Net Income

(millions of dollars)

00

01

(millions of dollars)

2000

In thousands, except per share amount
$ 118,273

$ 75,760

$ 56,478

$ 54,237

$ 51,051

266,582

283,157

248,271

234,151

132,051

Long-term debt, less current portion

59,009

70,841

76,984

76,321

39,944

Stockholders’ equity

118,245

107,849

97,169

83,715

70,779

Gross Margin

18.6%

17.5%

20.3%

19.9%

20.6%

Net Income

4.0%

3.8%

5.5%

6.0%

7.4%

180,295

155,054

137,418

124,612

99,317

96,178

126,355

102,889

84,904

51,516

276,473

281,409

240,307

209,516

150,833

Total assets

Net Sales
Water Transmission
Tubular Products
Total

S n a p s h o t
A
2 0 0 1 :

1
Turbulent economic times and ongoing political challenges distinguish 2001 as a particularly
memorable year. Despite the obstacles, Northwest Pipe Company maintains its leadership position in the
manufacture of welded steel pipe through careful planning and strong marketing efforts. In 2001, the
company balanced a slowdown in Tubular products markets with a boom in Water Transmission activity.
As the company pursues future-focused diversification efforts in both its Water Transmission and
Tubular Products Groups, it works to ensure its current viability by committing resources to integration
and continuous improvement of plants and processes. Whether it is steel pipe assemblies for water and
power applications, or products used in energy, construction, general industry or agriculture, the
company is better able to provide its customers with the solutions they need – today, and in the future.
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To Our Shareholders:
As reported in this letter last year, Northwest Pipe remains committed
to the growth strategy we developed several years ago. The first stage
of that plan called for growth through acquisitions. Northwest Pipe
expanded by pursuing geographic diversification in the water
transmission segment of our business and product diversification in
tubular products. Our plan has evolved to integrating the resources
we have acquired over the past several years, while keeping our eyes
open to future opportunities. These efforts served us well in 2001.
The balance we achieved through the acquisition phase of our longterm strategy was more evident than ever. When we were expanding
our presence in two distinct segments of the steel pipe industry, we
expected there would be some degree of insulation during economic
slowdowns. This has certainly become apparent, as the company
recorded strong profits in a year in which record sales in our Water
Transmission Group bolstered the results of a difficult year in our
Tubular Products Group.
In 2001, the company reported net income of $11.1 million on $276.5
million in sales. Net income per share increased to $1.67, up from $1.62
in 2000.
The Water Transmission Group generated sales of $180.3 million. This
is a 16.3% increase over the results in 2000. The effects of improved
plant utilization and favorable product mix were amplified by improved
bidding activity. Our position as a national player on the municipal
water scene enabled us to pursue projects that smaller, regional players
could not accommodate. One example of this is the $33 million Lake
Chapman project in the State of Texas. This project required manufacture and fabrication of more than 33 miles of 72" pipe within a tight
timeframe. Deploying resources from several plants enabled Northwest
Pipe to make and deliver the pipe and fittings.
The Water Transmission Group also made progress in new markets.
We supplied pressure pipe for several power generation facilities, and
developed and marketed a product for sewer forcemain applications. We
believe significant opportunities exist in these markets and in our core
business of providing large diameter steel pipe for water transmission
systems. We are also expecting increased demand for structural products
used in seismic retrofit and new infrastructure projects.

The Tubular Products Group revenues totaled $96.2 million. This is a
reduction of 23.9% from the $126.4 million earned in 2000. Gross
profit as a percent of sales decreased from 12.4% to 8.4%.
Our core markets are construction, mechanical tubing, agriculture,
traffic safety, fence, and energy. Although the energy products introduced
during the year were well received, sharp declines in oil and gas
exploration and development contributed to lower than expected volume.
Substantial levels of imported pipe and tube selling below historic market
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pricing further compounded the difficult conditions in some of our
markets. This pricing compression, coupled with the reduced demand in
the overall economy, contributed to these disappointing results. The
Group mitigated these challenges by working more closely with our
customers, looking for new opportunities and focusing on improving
our internal operations.
Mill improvements in several of our facilities, new equipment and
streamlined processes, increased market development efforts in Latin
America and leadership development initiatives throughout the organization are examples of our ongoing commitment to the plan. Heightened
competition from domestic and international players mandates continuous
improvement -- in our people, our processes, and our plants. We are
improving and will continue to do so.
Signs of economic improvement are appearing even as this is being
written. Although the first half of 2002 is expected to remain relatively
slow in our Tubular markets, we have seen demand improve and pricing
start to increase. Water Transmission bidding activity that was delayed
in 2001 is expected to happen in 2002.
Thank you for the confidence you placed in Northwest Pipe Company
in 2001. We look forward to the challenges and opportunities of the
coming year and remain committed to working our plan and generating
returns for our shareholders.

Brian W. Dunham
President and Chief Executive Officer
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Group
Transmission

The Water Transmission Group manufactures pipe from 4.5 inches to
156 inches in diameter. Most products are used to extend, upgrade or
replace public water systems. Other products are used for structural or
industrial applications. The Company offers a wide variety of coatings
and linings, and produces to national standards and custom specifications.

Water
Group
Products
Tubular
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Northwest Pipe is the leading supplier of steel, high-pressure water
transmission pipe in the United States. The Company’s seven water
transmission facilities have the capability to produce complex piping
assemblies for water, waste treatment, and power generation. The plants
are positioned to provide fully engineered systems anywhere in North
America. The Company is also actively pursuing international markets,
focusing on Latin America and the Caribbean.

Northwest Pipe’s Tubular Products Group serves several markets
throughout North America. Standard pipe products are used in
construction and industrial applications across the country. Innovative
traffic sign systems that contribute to improved highway safety are
marketed to transportation departments throughout the country. Steel
fence framework in a variety of colors is distributed throughout the
central and eastern U.S.
The group has a strong presence in the mechanical tubing markets in
the Southwest. These products are used to manufacture a range of
products from school furniture to exercise equipment. The company
also produces and sells pipe used in the exploration and production of
oil and natural gas. These products are sold in the western U.S. and
Canada. Thompson Tanks, the company’s tank manufacturing operations,
produces propane tanks and elliptical heads for residential, commercial,
and industrial applications.

Management’s Discussion and Analysis
of Financial Condition and Results of Operations

Forward-Looking Statements
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This Management’s Discussion and Analysis of Financial Condition and Results of Operations and other sections of
this Report contain forward-looking statements within the meaning of the Securities Litigation Reform Act of 1995
that are based on current expectations, estimates and projections about the Company’s business, management’s
beliefs, and assumptions made by management. Words such as “expects,” “anticipates,” “intends,” “plans,” “believes,”
“seeks,” “estimates” and variations of such words and similar expressions are intended to identify such forwardlooking statements. These statements are not guarantees of future performance and involve risks and uncertainties
that are difficult to predict. Therefore, actual outcomes and results may differ materially from what is expressed or
forecasted in such forward-looking statements due to numerous factors including changes in demand for the
Company’s products, product mix, changes in the level of bidding activity, availability and price of raw materials, the
timing of customer orders and deliveries, excess or shortage of production capacity, changes in the competitive
environment, and other risks discussed in this Report and from time to time in the Company’s other Securities and
Exchange Commission filings and reports. In addition, such statements could be affected by general industry and
market conditions and growth rates, and general domestic and international economic conditions. Such forwardlooking statements speak only as of the date on which they are made and the Company does not undertake any
obligation to update any forward-looking statement to reflect events or circumstances after the date of this Report.
If the Company does update or correct one or more forward-looking statements, investors and others should not
conclude that the Company will make additional updates or corrections with respect thereto or with respect to
other forward-looking statements.
Overview
The Company’s Water Transmission products are manufactured in its Portland, Oregon; Denver, C o l o ra d o ;A d e l a n t o
and Riverside, California; Parkersburg, West Virginia; and Saginaw, Texas facilities. Tubular Products are manufactured
in the Company’s Portland, O re go n ;A t c h i s o n , Kansas; Houston, Texas; Bossier City, Louisiana; and Monterrey,
Mexico facilities.
The Company believes that the Tubular Products business, in conjunction with the Water Transmission business,
provide a significant degree of market diversification, because the principal factors affecting demand for Water
Transmission products are different from those affecting demand for tubular products. Demand for Water Transmission
products is generally based on population growth and movement, changing water sources and replacement of aging
infrastructure. Demand can vary dramatically within the Company’s market area since each population center
determines its own waterworks requirements. Demand for tubular products is influenced by construction activity, the
energy market and general economic conditions.
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Results of Operations
The following table sets forth, for the periods indicated, certain financial information regarding costs and expenses
expressed as a percentage of total net sales and net sales of the Company’s business segments.

2001

Year Ended December 31,
2000

1999

Net sales:
Water transmission
Tubular products

55.1%

57.2%

34.8

44.9

42.8

100.0

100.0

100.0

8 1.4

82.5

79.7

18.6

17.5

20.3

Selling, general and administrative
expenses

9.1

7.6

7.8

Total net sales
Cost of sales
Gross profit

6

65.2%

Operating income

9.5

9.9

12.5

Interest expense, net

2.9

3.6

3.3

Income before income taxes

6.6

6.3

9.2

Provision for income taxes

2.6

2.5

3.7

4.0%

3.8%

5.5%

23.9%

2 1.6%

23.5%

Net income
Gross profit as a percentage
of segment net sales:
Water transmission
Tubular products

8.7

12.5

16.1

Year Ended December 31, 2001 Compared to Year Ended December 31, 2000
Net sales. Net sales decreased slightly to $276.5 million in 2001 from $28 1.4 million in 2000. No single customer
accounted for 10% or more of total net sales in 2001 or 2000.
Water Transmission sales increased 16.3% to $180.3 million in 2001 from $155.0 million in 2000. The increase was
primarily a result of higher production that resulted from a significantly improved market in the first three quarters
of 2001 compared to the same period last year. Beginning late in the third quarter of 2001 and continuing into early
first quarter 2002, the bid dates on over $100 million of projects were delayed until later in 2002. These delays,
combined with the reduction in backlog, will effect overall production in the first half of 2002. The Company
believes that the market will see bidding activity increase in the near future and the overall 2002 market will be
stronger than the 2001 market.
Tubular Products sales decreased 23.9% to $96.2 million in 2001 from $126.4 million in 2000. The decrease was
primarily the result of aggressive imports in certain product lines, lower energy prices resulting in reduced demand
for energy products, slowing economy and general lowering in consumer confidence. The Company continues to
experience low demand and high import pressures into the first quarter of 2002. The industry, however, is seeing
selective improvement in demand. The Company does not expect demand to improve quickly to historical volume
and pricing levels, but the fourth quarter of 2001 is believed to be the trough of the cycle. We believe that the
announcement on March 5, 2002 of a fifteen percent tariff on the majority of the imported products competitive
with those sold by the Tubular Products segment will cause an increase in the demand and prices for the products
included in the tariff. However, other outside economic factors could continue to limit improvement in the overall
tubular product markets.
Gross profit. Gross profit increased to $5 1.4 million (18.6% of total net sales) in 2001 from $49.2 million (17.5% of
total net sales) in 2000.

Water Transmission gross profit increased 28.6% to $43.1 million (23.9% of segment net sales) in 2001 from $33.5
million (2 1.6% of segment net sales) in 2000. Water Transmission gross profit increased as a result of increased
volume of orders that were booked while bidding activity was strong in the first three quarters of 2001. This resulted
in increased backlog and improved margins on the projects booked during this period and a favorable production
mix in 2001. Beginning late in the third quarter of 2001, however, bidding activity decreased significantly. During this
period, the bid dates on over $100.0 million of projects were postponed until later in 2002. This resulted in a
decrease of the Company’s backlog and increased the likelihood that production levels in the first half of 2002 will
decrease from the prior year levels. The Company anticipates that bidding activity will begin to increase in the
second quarter of 2002 and the total market for 2002 will exceed the market in 2001. This should allow the
Company to improve its backlog and production utilization level, and to return gross margins to 2001 levels, at least
in the latter part of the year.
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Gross profit from Tubular Products decreased 47.1% to $8.3 million (8.7% of segment net sales) in 2001 from $15.7
million (12.5% of segment net sales) in 2000. Tubular Products gross profit decreased in 2001 as a result of
decreased volume, increased pricing pressure from imported products in certain product lines, decrease in energy
product demand and pricing and higher cost of production that resulted from low plant utilization. The Company
has seen steel suppliers aggressively raising the price of steel coil, our primary raw material. The conclusion of the
International Trade Commission Section 201 trade case on March 5, 2002 included tariffs of thirty-percent on the
steel used by the Company and included a fifteen percent tariff on the majority of products sold by the Tubular
Products segment. The tariff on the finished tube products may allow the Company to offset the majority of the
cost increase that will result from the thirty-percent tariff on raw material. For the Tubular Products segment to
return to historical levels, demand must improve significantly and our selling prices must increase more than steel
price increases. In addition, as volume increases, gross profit should see the benefit from the cost reduction programs
implemented to streamline our production processes, improve quality and increase our responsiveness.
Selling, general and administrative expenses. Selling, general and administrative expenses increased 17.2% to $25.1
million (9.1% of total net sales) in 2001 from $2 1.4 million (7.6% of total net sales) in 2000. The increase was
primarily the result of the settlement of old outstanding disputed claims ($1.6 million), higher personnel expense ($1.2
million) and higher legal fees ($0.7 million).
Interest expense. Interest expense decreased to $8.0 million in 2001 from $10.1 million in 2000. The decrease in
interest expense resulted from the completion of $5 1.7 million in sale-leaseback transactions in 2001, the proceeds of
which were used to reduce debt, and lower interest rates.
Income taxes. The Company’s effective tax rate was approximately 39.3% in 2001 compared to 39.5% in 2000.
Year Ended December 31, 2000 Compared to Year Ended December 31, 1999
Net sales. Net sales increased 17.1% to $28 1.4 million in 2000 from $240.3 million in 1999. No single customer
accounted for 10% or more of total net sales in 2000 or 1999.
Water Transmission sales increased 12.8% to $155.0 million in 2000 from $137.4 million in 1999. The increase was
primarily a result of sales attributable to the Saginaw facility, which was acquired in June 1999, and higher production
in the second half of 2000 resulting from improved market conditions.
Tubular Products sales increased 22.8% to $126.4 million in 2000 from $102.9 million in 1999. The increase was
primarily the result of increased penetration in new product lines. The company experienced significant price
pressures from imports in certain product lines.
Gross profit. Gross profit increased slightly to $49.2 million (17.5% of total net sales) in 2000 from $48.9 million
(20.3% of total net sales) in 1999.
Water Transmission gross profit increased 3.5% to $33.5 million (2 1.6% of segment net sales) in 2000 from $32.3
million (23.5% of segment net sales) in 1999. Water Transmission gross profit increased as a result of improved
market conditions and stronger bidding activity in the second half of 2000, and the acquisition of the Saginaw
facility in June 1999. Water Transmission gross profit as a percent of segment net sales was negatively impacted by
lower production volume, which resulted from delays in projects the Company had already been awarded in the first
half of 2000. In the second half of 2000, the gross margin as a percent of segment net sales increased as a result of
higher capacity utilization and improved product mix.
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Gross profit from Tubular Products decreased 5.0% to $15.7 million (12.5% of segment net sales) in 2000 from $16.6
million (16.1% of segment net sales) in 1999. Tubular Products gross profit decreased in 2000 as a result of increased
pricing pressure from imported products in certain product lines, an unfavorable product mix and the inability of the
Company to increase prices enough to offset the increase in steel costs.
Selling, general and administrative expenses. Selling, general and administrative expenses increased 14.1% to $21.4
million (7.6% of total net sales) in 2000 from $18.8 million (7.8% of total net sales) in 1999. The increase was primarily
the result of increased operating expenses related to the acquisition completed in June 1999, the general growth of the
Company’s business and the increased lease expense resulting from a sale-leaseback in September 2000.
Interest expense. Interest expense increased to $10.1 million in 2000 from $8.1 million in 1999. The increase in
interest expense resulted from higher interest rates and increased borrowings used to finance the acquisition in June
1999, capital expenditures, and to support higher production and sales levels.
Income taxes. The Company’s effective tax rate was approximately 39.5% in 2000, compared to approximately
39.8% in 1999.
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Liquidity and Capital Resources
The Company generally finances its operations through cash flows from operations and available borro w i n g s .A t
December 31, 2 0 01 , the Company had cash and cash equivalents of $7 1,000 and available borrowings of $28 million.
Net cash provided by operating activities in 2001 was $15.1 million. This was primarily the result of $1 1.1 million of
net income, non-cash adjustments for depreciation and amortization of $5.9 million; decrease in inventories, accrued
and other liabilities and refundable income taxes of $5.5, $2.3 and $2.1 million, respectively; offset by an increase in
cost and estimated earnings in excess of billings on uncompleted contracts of $9.0 million. The decrease in
inventories resulted from improved inventory management and decreased demand in the Tubular Products segment
of the business. The increase in cost and estimated earnings in excess of billings on uncompleted contracts was
primarily attributable to the long cash cycle and increased production in the Water Transmission segment.
Net cash used in investing activities in 2001 was $13.3 million, which primarily resulted from expenditures related to
additions of property and equipment. Capital expenditures are expected to be between $8.0 and $9.0 million in 2002.
Net cash used for financing activities in 2001 was $2.2 million, which primarily resulted from the sale-leasebacks of
certain manufacturing equipment for $5 1.7 million offset by net payments under the Company’s credit agreement
and long-term debt of $46.2 and $7.1 million, respectively. On May 30, 2001 the Company completed refinancing
certain portions of its credit agreements.
The Company had the following significant components of debt at December 31, 2 0 01 : a $30 million credit
agreement under which $2.0 million was outstanding; $5.7 million of Series A Senior Notes; $30.0 million of Series
B Senior Notes; $30.0 million of Senior Notes; an Industrial Development Bond of $2.3 million; and capital lease
obligations of $2.9 million.
The credit agreement expires on June 30, 2003, and is without collateral. It bears interest at rates related to IBOR or
LIBOR plus 1.00% to 2.00% (3.38% at December 31, 2001), or at prime less 0.5% (4.25% at December 31, 2 0 01 ) .A t
December 31, 2 0 01 , the Company had $5.0 million outstanding under the line of credit bearing interest at a
weighted average IBOR interest rate of 4.50%, $2.4 million bearing interest at 4.25%, partially offset by $5.4 million
in cash receipts that had not been applied to the loan balance and additional net borrowing capacity under the line
of credit of $28.0 million.
The Senior Notes in the principal amount of $30.0 million mature on November 15, 2007 and require annual payments
in the amount of $5.0 million that began November 15, 2001 plus interest of 6.87% paid semi-annually on May 15 and
November 15. The Series A Senior Notes in the principal amount of $5.7 million mature on April 1, 2005 and require
annual payments in the amount of $1.4 million that began April 1, 1999 plus interest at 6.63% paid semi-annually on
April 1 and October 1. The Series B Senior Notes in the principal amount of $30 million mature on April 1, 2008 and
require annual payments of $4.3 million beginning April 1, 2002 plus interest at 6.91% paid semi-annually on April 1 and
October 1. The Senior Notes, Series A Senior Notes and Series B Senior Notes (together, the “Notes”) are all unsecured.
The Industrial Development Bond matures on April 15, 2010 and requires annual principal payments of $250,000 and
monthly payments of interest. The interest rate on the Industrial Development Bond is variable. It was 1.5% as of

December 31, 2001 as compared to 5.0% on December 3 1, 2000. The Bonds are collateralized by property and
equipment of the Company and guaranteed by an irrevocable letter of credit.
We lease certain hardware and software related to a new company-wide enterprise resource planning system and
other equipment. The future minimum lease payments under these capital leases and the present value of the
minimum lease payments as of December 3 1, 2001 are $3.3 million and $2.9 million, respectively. The aggregated
interest rate on the capital leases is 8.7%.
The Company has operating leases with respect to certain manufacturing equipment that requires us to pay property
taxes, insurance and maintenance. Under the terms of the operating leases we sold the equipment to an unrelated
third party (the “lessor”) who then leased the equipment to us. These leases, along with the Company’s other debt
instruments already in place, and a new operating line of credit, best meet the Company’s near term financing and
operating capital requirements compared to other available options.
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Upon termination or expiration of the operating leases, the Company must either purchase the equipment from the
lessor at a predetermined amount that does not constitute a bargain purchase, return the equipment to the lessor, or
renew the lease arrangement. If the equipment is returned to the lessor, the Company has agreed to pay the lessor
an amount up to the difference between the purchase amount and the residual value guarantee. The majority of the
operating leases contain the same covenants as the Company’s credit agreement as discussed below.
The following table sets forth the Company’s commitments under the terms of its debt obligations and operating leases:

2002

Credit Agreement

$

The Notes
Industrial Development Bond
Capital Leases
Operating Leases
Total Obligations

—

2003

$

$

—

2005

$

—

Thereafter

$

—

10,964

10,964

10,964

10,964

2 4 ,1 0 8

250

250

250

250

1,250

1,082

1,082

936

195

—

12,925
$

2,04 1

2004

25,22 1

12,378
$

2 6 , 71 5

10,4 18
$

22,568

$

8,482

6,705

19,89 1

$ 32,063

The credit agreement, the Notes, capital leases and operating leases all require compliance with certain financial
covenants. The credit agreement and operating leases contain the following covenants: minimum net earnings before
tax plus interest expense (net of capitalized interest expense), depreciation expense and amortization expense
(“EBITDA”) coverage ratio; maximum funded debt to EBITDA; minimum tangible net worth; and ratio of unsecured
funded debt to asset coverage. The Notes contain the following financial covenants: consolidated indebtedness not to
exceed 58% of consolidated total capitalization; and minimum tangible net worth. These covenants impose certain
requirements with respect to our financial condition and results of operations, and place restrictions on, among
other things, our ability to incur certain additional indebtedness and to create liens or other encumbrances on
assets. A failure by the Company to comply with the requirements of these covenants, if not waived or cured, could
permit acceleration of the related indebtedness and acceleration of indebtedness under other instruments that
include cross-acceleration or cross-default provisions. At December 31, 2 0 01 , the Company was in compliance with all
covenants specified in its debt agreements.
Our working capital requirements have stabilized due to an increase in the Company’s Water Transmission business,
which is characterized by lengthy production periods and extended payment cycles, being offset by a decrease in
Tubular Product sales. The extended payment cycle of the Water Transmission business significantly affects our
working capital requirements. As the Water Transmission segment business volume increases, working capital
requirements increase to fund the raw material, work-in-process and finished product awaiting shipment. This increase
in inventory is required because the installation contractor is able to install pipe faster than we can produce the
product. To meet the delivery dates, we are required to build a surge pile of finished products. The Company
experienced a significant increase in the Water Transmission business beginning in the second quarter of 2001 .A s
the volume of the Water Transmission segment levels out or decreases, working capital requirements decrease as the
finished product is shipped, invoiced and the receivables collected are greater than the amount necessary to fund
current raw material and work-in-process requirements.
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Recent business failures, the general downturn in the economy and increased conservatism in the lending community
has affected our access to certain financial instruments. Current favorable short-term rates under our credit
agreement have allowed us to reduce total interest expense as we use proceeds under the credit agreement to make
the required principal payments under the Notes. We expect to continue to rely on cash generated from operations
and funds available under the credit agreement to make required principal payments under the Notes during 2002.
We anticipate that our existing cash and cash equivalents, cash flows expected to be generated by operations and
amounts available under our credit agreement will be adequate to fund our working capital and capital requirements
for at least the next twelve months. To the extent necessary, the Company may also satisfy capital requirements
through additional bank borrowings, senior notes and capital and operating leases if such resources are available on
satisfactory terms. The Company has from time to time evaluated and continues to evaluate opportunities for
acquisitions and expansion. Any such transactions, if consummated, may use a portion of the Company’s working
capital or necessitate additional bank borrowings.
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Recent Accounting Pronouncements. On October 3, 2 0 01 , the FASB issued Statement of Financial Accounting
Standards No. 144 “Accounting for the Impairment or Disposal of Long-Lived Assets” (SFAS 144). SFAS 144 supersedes
SFAS 12 1 “Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed Of.” SFAS
144 applies to all long-lived assets (including discontinued operations) and consequently amends Accounting
Principles Board Opinion No. 30 (APB 30), “Reporting Results of Operations – Reporting the Effects of Disposal of a
Segment of a Business, and Extraordinary, Unusual and Infrequently Occurring Events and Transaction.” SFAS 144
develops one accounting model for long-lived assets that are to be disposed of by sale. SFAS 144 requires that longlived assets that are to be disposed of by sale be measured at the lower of book value or fair value less cost to sell.
Additionally, SFAS 144 expands the scope of discontinued operations to include all components of an entity with
operations that (1) can be distinguished from the rest of the entity and (2) will be eliminated from the ongoing
operations of the entity in a disposal transaction. The provisions of this Statement are effective for financial
statements issued for fiscal years beginning after December 15, 2001 and interim periods within those fiscal years,
with early application encouraged. The Company is in the process of evaluating the effect of SFAS 144 on its financial
statements. We do not expect that SFAS 144 will have a significant impact because the impairment assessment under
SFAS 144 is largely unchanged from SFAS 12 1.
In July 2001, the Financial Accounting Standards Board issued Statements of Financial Accounting Standards No. 1 41 ,
“Business Combinations” (SFAS 141) and No. 1 4 2 ,“ G o o dwill and Other Intangible Assets” (SFAS 142). SFAS 141 requires
all business combinations initiated after June 30, 2001 to be accounted for using the purchase method. Under SFAS
142, goodwill and intangible assets with indefinite lives are no longer amortized but are reviewed annually or more
frequently if impairment indicators arise for impairment. Separable intangible assets that are not deemed to have
indefinite lives will continue to be amortized over their useful lives, but with no maximum life. The amortization
provisions of SFAS 142 apply to goodwill and intangible assets acquired after June 30, 2 0 01 . With respect to goodwill
and intangible assets acquired prior to July 1, 2 0 01 , the Company is required to adopt SFAS 142 effective January 1,
2002. With the adoption of SFAS No. 1 4 2 ,“ G o o dwill and Other Intangible Assets” (SFAS 142), goodwill will no longer
be amortized. Goodwill amortization for 2001 was $593,000. SFAS No. 142 requires companies to review annually or
more frequently if impairment indicators arise for impairment. The Company completed its initial impairment review
required by SFAS 142 and believes that no material impairment of goodwill exists at December 3 1, 2 0 01 .
Effective January 1, 2 0 01 , the Company adopted Statement of Financial Accounting Standards No. 133, “Accounting
for Derivative Instruments and Hedging Activities”, as amended (SFAS 133). This statement establishes accounting and
reporting standards for derivative instruments and hedging activities. Under SFAS 133, all derivatives must be
recognized as assets or liabilities and measured at fair value. If the derivative is designated as a cash flow hedge, the
effective portions of changes in the fair value of the derivative are recorded in other comprehensive income and are
recognized in the income statement when the hedged item affects earnings. Ineffective portions of changes in the fair
value of cash flow hedges are recognized in earnings. The adoption of this statement did not have a significant
impact on the Company’s results of operations or financial position.

Risk Factors
Following are the key risk factors that have affected the Company’s net sales and net income in the past and could
materially impact the Company’s future net sales and net income:
Reliance on Public Water Transmission Projects and Nature of Demand. A substantial portion of our Water
Transmission revenue is derived from sales to installation contractors for public water transmission projects. As such,
our sales could be adversely impacted by declines in the number of projects planned by public water agencies,
governmental spending cuts, general budgetary constraints, obtaining necessary permits or the inability of
governmental entities to issue debt. No assurance can be given that the number of public water transmission
projects will not decline.
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Project Delays. Projects in our Water Transmission business are generally announced by the public water agencies
constructing such projects well in advance of the bidding and construction process. It is not unusual for projects to
be delayed or rescheduled. Projects have been rescheduled in the past for a number of reasons, including changes in
project priorities, difficulties in complying with environmental and other governmental regulations and additional time
required to acquire rights-of-way or property rights. No assurance can be given that projects on which we intend to
bid will bid on time or be rescheduled for timeframes that allow the Company to bid competitively.
Fluctuations in Quarterly Results and Cyclicality. Our net sales and net income may fluctuate significantly from
quarter to quarter due to the size and schedule for deliveries of certain Water Transmission orders, the seasonality of
our Tubular Products business, and fluctuations in the cost of raw material. We have experienced such fluctuations in
the past and may experience such fluctuations in the future. Results of operations in any period should not be
considered indicative of the results to be expected for any future period.Our business is subject to cyclical fluctuations
based on general economic conditions and the economic conditions of the specific industries served. Future economic
downturns could have a material adverse effect on our business, financial condition and results of operations.
Service of Debt. We have financed our operations through cash flows from operations and available borrowings. The
debt we have incurred could have important consequences to the shareholders, including: ( 1 ) our ability to obtain
additional financing for working capital or other purposes in the future may be limited; (2) a portion of our cash
flow from operations and funds available under our credit agreement will be dedicated to the payment of the
principal and interest on our indebtedness, thereby reducing funds available for operations; and (3) certain of our
borrowings will be at variable rates of interest which could cause us to be vulnerable to increases in interest rates.
Our ability to make scheduled payments of the principal of, premium, if any, or interest on, or to refinance, our
indebtedness will depend on our future operating performance and cash flow, which are subject to prevailing
economic conditions, prevailing interest rate levels, and financial, competitive, business and other factors, many of
which are beyond our control.
Competition. We face significant competition. There are many competitors in the Tubular Products business segment and
price is often a prime consideration for purchase of our products. Orders in the Water Transmission business are
competitively bid and price competition can be vigorous. Price competition may reduce the gross margin on sales, which
may adversely affect overall profitability. Some of our competitors may have greater financial, technical and marketing
resources than we do. No assurance can be given that we will be able to compete successfully against our current
competitors or that existing or new competitors will not expand or establish new facilities within our market areas.
Competition from Imports. The level of imports of tubular products affects the domestic tubular products market,
which has varied significantly over time. High levels of imports may reduce the volume sold by domestic producers
and depress selling prices of tubular products. The Company believes that import levels are affected by, among other
things, overall worldwide demand for tubular products, the trade practices of and government subsidies to foreign
producers, and the presence and absence of governmentally imposed trade restrictions in the United States. Increased
imports of tubular products in the United States and Canada could adversely affect the Company’s business, financial
condition and results of operations.
On March 5, 2002, the President of the United States announced a tariffs-and-quota plan (“the Plan”), which takes
effect March 20, 2002. The Plan is effective for three years, requires a review in eighteen months and could be
amended if the steel industry’s financial situation changes over the three-year period. The Plan includes a one-year,
thirty-percent tariff on hot-rolled steel which is the primary raw material used by the Company, and a fifteen-percent
tariff on imported circular welded products, many of which compete with certain of the products that the Tubular
Products segment sells. On the next two anniversary dates of the Plan, the hot-rolled steel tariff will decrease six
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percent each year, while the tubular products tariff will decrease three percent each year. The Plan is expected to
impact the availability of and cause an increase in the cost of hot-rolled steel. We do not have long term supply
contracts in place that would protect us from such price increases. The Plan may also increase the demand and prices
for our products.
The Plan is being reviewed by the World Trade Organization (“WTO”). The WTO may initiate programs that may limit
certain provisions of the Plan. It is possible that foreign companies affected by the Plan will begin to shift their
production from raw steel to tubular products, thus increasing competition in this sector. Finally, the Plan may
encourage foreign producers and manufacturers to sell raw steel and tubular products at low prices to our
competitors in countries not affected by the Plan. These competitors could then sell products into our markets at
low prices.
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Competition from Competitive Products. Water transmission pipe is manufactured from steel, concrete or ductile
iron, with each pipe material having advantages and disadvantages. Since ductile iron is generally limited in diameter
due to its manufacturing process, concrete and steel are more common materials for larger diameter water
transmission pipelines. The public agencies and engineers who determine the specifications for water transmission
projects analyze these pipe materials for suitability for each project. Individual project circumstances normally dictate
the preferred material.
If we experience cost increases in raw material, labor and overhead specific to our industry or the location of our
facilities, while competing products or companies do not experience similar changes, we could experience a change in
the demand, price and profitability of our products.
Fluctuations in Steel Prices and Availability. Purchased steel represents a substantial portion of our cost of sales.
The steel industry is highly cyclical in nature and steel prices are influenced by numerous factors beyond our
control, including general economic conditions, import duties, other trade restrictions and currency exchange rates.
Historically, we have sought to recover increases in steel prices through price increases in our products. There can be
no assurance that steel prices will not increase or that we will be successful in implementing related price increases
on our pro d u c t s .A ny increase in steel prices that is not offset by increases in the Company’s prices could have an
adverse effect on our business, financial condition and results of operations.
Product Liability. The manufacturing and use of steel pipe involves a variety of risks. Certain losses may result or be
alleged to result from defects in the Company’s products, thereby subjecting the Company to claims for damages,
including consequential damages. The Company warrants its products to be free of certain defects. The Company
maintains insurance coverage against potential product liability claims in the amount of $52 million, which it believes
to be adequate. However, there can be no assurance that product liability claims exceeding the Company’s insurance
coverage will not be experienced in the future or that the Company will be able to maintain such insurance with
adequate coverage levels.
Quantitative and Qualitative Disclosure About Market Risk
The Company uses derivative financial instruments from time to time to reduce exposure associated with potential
foreign currency rate changes occurring between the contract date and when the payments are received. These
instruments are not used for trading or for speculative purposes. The Company has entered into a Foreign Exchange
Agreement (“Agreement”) for $1.8 million. The Agreement guarantees that the exchange rate is unchanged between
the rate used in the contract bid amount and the amount ultimately collected. As of December 31, 2 0 01 , $1.0 million
was still open and the Agreement was completed on March 6, 2002. The Company believes its current risk exposure
to the exchange rate movements to be immaterial.
The Company is exposed to cash flow and fair value risk due to changes in interest rates with respect to certain
portions of its debt. The debt subject to change in interest rates are its $30.0 million revolving credit line ($2.0
million outstanding as of December 3 1, 2001) and an Industrial Revenue Bond ($2.3 million outstanding as of
December 31, 2001). The Company believes its current risk exposure to interest rate movements to be immaterial.
Information required by this item is set forth in Notes 1, 7 and 8 of the Notes to Consolidated Financial Statements.

Consolidated Statements of Income
(In thousands, except per share amounts)

2001

Net sales

1999

$ 276,473

$ 2 81 , 4 0 9

$ 240,307

225,07 1

2 3 2 ,1 9 2

1 91 , 4 0 3

5 1,402

49,2 17

48,904

Cost of sales
Gross pro fi t
Selling, general and administrative
expense

25,1 16

2 1,436

18,790

Operating income

26,286

27,78 1

30,1 14

Interest expense, net

7,989

1 0 ,1 2 0

8,065

18,297

1 7,661

22,049

7 ,1 8 6

6,970

8,764

Income before income taxes
Provision for income taxes
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Year Ended December 31,
2000

Net income

$

1 1, 1 1 1

Basic earnings per share

$

1.71

Diluted earnings per share

$

1.67

$

10,691

$

13,285

$

1.65

$

2.06

$

1.62

$

2.01

Shares used in per share
calculations:
Basic

6,507

6,472

6,452

Diluted

6,647

6,608

6,6 1 1

Consolidated Statements of Comprehensive Income
(In thousands)

2001

Net Income

$

1 1, 1 1 1

$

1 0 ,1 9 0

Other Comprehensive Income (Loss):
Minimum pension liability
Comprehensive Income

Year Ended December 31,
2000

$

10,69 1

$

10,474

( 9 21 )

1999

$

13,285

$

13,341

(2 17)

56

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Balance Sheets
(Dollar amounts in thousands)

December 31,
2001

2000

Assets
Current assets:
Cash and cash equivalents

$

Trade receivables, less allowance for doubtful accounts
of $573 and $650

5 3 ,1 3 5

$

353
53,073

Costs and estimated earnings in excess of billings on
uncompleted contracts

56,235

47,250

Inventories

54,499

60,028

Refundable income taxes

14

71

–

2 ,1 2 9

Deferred income taxes

1,980

1,489

Prepaid expenses and other

2,84 1

2 ,1 8 3

Total current assets

168,76 1

166,505

Property and equipment, net

7 1,223

90,996

Goodwill, net

2 1,45 1

22,044

Restricted assets

2,300

2,300

Other assets
Total assets

2,847

1 , 31 2

$ 266,582

$ 2 8 3 ,1 5 7

$

2,04 1

$ 48,200

10,964

7 ,1 2 4

Liabilities and Stockholders’ Equity
Current liabilities:
Note payable to financial institution
Current portion of long-term debt
Current portion of capital lease obligations
Accounts paya bl e
Accrued liabilities

868

820

2 8 ,1 2 1

28,055

8,494

6,546

50,488

90,745

57,000

67,964

2,009

2,878

Deferred income taxes

13,204

13,504

Deferred gain on sale of fixed assets

2 4 ,1 0 3

—

1,533

2 17

148,337

175,308

—

—

Total current liabilities
Long-term debt, less current portion
Capital lease obligations, less current portion

Pension and other benefits
Total liabilities
Commitments and contingencies (Notes 9 and 13)
Stockholders’ equity:
Preferred stock, $.01 par value, 10,000,000 shares authorized,
none issued or outstanding
Common stock, $.01 par value, 15,000,000 shares authorized,
6,5 1 7,997 and 6,498,08 1 shares issued and outstanding

65

65

Additional paid-in-capital

39,373

3 9 ,1 6 7

Retained earnings

79,945

68,834

Accumulated other comprehensive loss:
Minimum pension liability
Total stockholders’ equity
Total liabilities and stockholders’ equity
The accompanying notes are an integral part of these consolidated financial statements.

( 1 ,1 3 8 )

(2 17)

1 18,245

107,849

$ 266,582

$ 2 8 3 ,1 5 7

Consolidated Statements of Changes in Stockholders’ Equity
(Dollar amounts in thousands)

Additional
Paid-in
Capital

Common Stock
Shares
Amount

Balances, December 3 1, 1998

6 , 4 4 7 , 51 6

$

64

$

38,849

Retained
Earnings

$

Net income

44,858

Accumulated
Other
Comprehensive
Income (Loss)

$

13,285

$

8 3 , 71 5
13,285

Issuance of common stock
under stock option plans

4 , 21 9

14

14

Issuance of common stock
under employee stock
purchase plan

8 ,1 9 5

94

94

Minimum pension liability
adjustment

15

(56)

Total
Stockholders’
Equity

Tax benefit of stock options
exercised
Balances, December 3 1, 1999

56

–

9 7 ,1 6 9

5
6,459,930

64

5

38,962

5 8 ,1 4 3

Net income

10,69 1

Issuance of common stock
under stock option plans

19,969

Issuance of common stock
under employee stock
purchase plan

1 8 ,1 8 2

1

10,69 1

19

19

180

18 1

Minimum pension liability
adjustment
Tax benefit of stock options
exercised
Balances, December 3 1, 2000

56

(2 17)

(2 17)

(2 17)

107,849

6
6,498,08 1

65

6

3 9 ,1 6 7

68,834

Net income

1 1, 1 1 1

1 1, 1 1 1

Issuance of common stock
under stock option plans

4,546

52

52

Issuance of common stock
under employee stock
purchase plan

15,370

150

150

Minimum pension liability
adjustment

( 9 21 )

Tax benefit of stock options
exercised
Balances, December 3 1, 2001

4
6,5 17,997

$

65

$

39,373

( 9 21 )
4

$

79,945

$

( 1 ,1 3 8 )

$ 1 18,245

The accompanying notes are an integral part of these consolidated financial statements.

ANNUAL REPORT 2001

NORTHWEST PIPE COMPANY

Consolidated Statements of Cash Flows
(Dollar amounts in thousands)

Year Ended December 31,
2000

2001

1999

Cash Flows From Operating Activities:
Net income

$

1 1, 1 1 1

$

10,69 1

$

13,285

Adjustments to reconcile net income to net cash provided by
(used in) operating activities:
Depreciation and amortization

5 , 91 8

Deferred income taxes

( 7 91 )

Gain on sale of property and equipment

(1,462)

Tax benefit of nonqualified stock options exercised

7,280

5,090

4,543

1,228

(559)

4

(632)

6

5

Changes in current assets and liabilities:
Trade receivables, net

16

Costs and estimated earnings in excess of billings on
uncompleted contracts

(62)

( 5 ,1 3 9 )

(3,776)

(8,985)

( 2 4 , 8 61 )

882

Inventories

5,529

(15,666)

6 ,1 9 2

Refundable income taxes

2 ,1 2 9

1 15

849

Prepaid expenses and other

(658)

39

(449)
(6,865)

Accounts payable
Accrued and other liabilities
Net cash provided by (used in) operating activities

66

10,497

2,343

1,568

1 5 ,1 4 2

( 11 , 4 8 6 )

15,205

( 1 2 ,1 8 2 )

(10,976)

( 1 4 ,1 5 3 )

(604)

Cash Flows From Investing Activities:
Additions to property and equipment
Proceeds from sale of property and equipment
Acquisitions, net of cash acquired
Other assets
Net cash used in investing activities

260

69 1

—

—

687
( 4 , 41 3 )

(1,344)

(885)

(15)

(13,266)

( 11 ,170)

( 17 , 8 9 4 )

Cash Flows From Financing Activities:
Proceeds from sale of common stock

202

Payments on long-term debt

200

108

( 7 ,1 2 4 )

( 2 ,1 2 4 )

(788)

Net (payments) proceeds under notes payable

( 4 6 ,1 5 9 )

8,200

3,59 1

Proceeds of sale-leaseback

5 1,744

14,446

—

—

2 , 01 5

2 , 41 3

Borrowings from capital lease obligations
Payments on capital lease obligations

( 8 21 )

Net cash provided by (used in) financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

(697)

( 2 ,1 5 8 )

( 2 ,1 9 0 )

22,040

3 ,1 3 4

(282)

( 61 6 )

445

353

969

524

$

71

$

353

$

969

$

8,585

$

9,930

$

6,968

Supplemental Disclosure of Cash Flow Information:
Cash paid during the period for interest, net of amounts capitalized
Cash paid during the period for income taxes

3 , 61 4

3,074

7 ,1 6 4

Acquisitions:
Fair value of assets acquired
Fair value of liabilities assumed
The accompanying notes are an integral part of these consolidated financial statements.

$

—
—

$

—
—

$

8,692
4,279

Notes to Consolidated Financial Statements
(Dollar amounts in thousands, except share and per share amounts)

1. Summary of Significant Accounting Policies
The consolidated financial statements include the accounts of Northwest Pipe Company and its wholly owned
subsidiaries (the “Company”). All significant inter-company balances have been eliminated. The Company manufactures
Water Transmission products in its Portland, Oregon; Denver, Colorado; Adelanto and Riverside, California;
Parkersburg, West Virginia; and Saginaw, Texas facilities. Tubular Products are manufactured in the Company's Portland,
Oregon;Atchison, Kansas; Houston, Texas; Bossier City, Louisiana; and Monterrey, Mexico facilities.
Cash and Cash Equivalents Cash and cash equivalents consist of cash and short term highly liquid investments with
remaining maturities of three months or less when purchased.

17

Inventories Inventories are stated at the lower of cost or market. Finished goods are stated at standard cost, which
approximates the first-in, first-out method of accounting. Raw material inventories of steel coil are stated at cost on
a specific identification basis or at standard cost. Raw material inventories of coating and lining materials, as well as
materials and supplies, are stated on an average cost basis.
Property and Equipment Property and equipment, including land, buildings and equipment under capital leases, are
stated at cost. Maintenance and repairs are expensed as incurred and costs of improvements and renewals, including
interest, are capitalized. Depreciation and amortization are determined by the straight-line method based on the
estimated useful lives of the related assets. Upon disposal, costs and related accumulated depreciation of the assets
are removed from the accounts and resulting gains or losses are reflected in operations. The Company leases
equipment under long-term capital leases, which are being amortized on a straight-line basis over the shorter of the
lease term or the estimated useful lives.
Estimated useful lives by major classes of property and equipment are as follows:
Land improvements
20 years
Buildings
30 years
Equipment
5-18 years
Equipment under capital leases
5 years
Goodwill The Company has classified as goodwill the cost in excess of fair value of the net assets of companies
acquired in purchase transactions. Net goodwill was $2 1.5 million and $22.0 million at December 3 1, 2001 and 2000,
respectively. Goodwill was amortized on the straight-line method over 40 years. Amortization charged to operations
was $593,000 for 2001 and 2000. With the adoption of SFAS No. 1 4 2 ,“ G o o dwill and Other Intangible Assets”
(SFAS 142), goodwill will no longer be amortized. SFAS No. 142 requires companies to review annually or more
frequently if impairment indicators arise for impairment. Based on its most recent analysis, the Company believes
that no impairment of goodwill exists at December 3 1, 2 0 01 .
Revenue Recognition Revenue from construction contracts in the Company’s Water Transmission segment is
recognized on the percentage-of-completion method, measured by the percentage of total costs incurred to date to
the estimated total costs of each contract. Estimated total costs are reviewed monthly and updated by project
management and operations personnel for all projects that are fifty percent or more complete, except that major
projects, usually over $5.0 million, are reviewed earlier if sufficient production has been completed to provide enough
information to analyze the estimated total cost of the project. All cost revisions that result in the gross profit as a
percent of sales increasing or decreasing by greater than one percent are reviewed by senior management personnel.
Contract costs include all direct material and labor costs and those indirect costs related to contract performance,
such as indirect labor, supplies, tools, repairs and depreciation. Selling, general and administrative costs are charged to
expense as incurred. Provisions for estimated losses on uncompleted contracts are made in the period such estimated
losses are known. Changes in job performance, job conditions and estimated profitability, including those arising from
contract penalty provisions, and final contract settlements may result in revisions to costs and income and are
recognized in the period in which the revisions are determined.
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Revenue from the Company’s Tubular Products segment is recognized when all four of the following criteria have
been satisfied: persuasive evidence of an arrangement exists; delivery has occurred; the price is fixed or determinable;
and collectibility is reasonably assured.
Income Taxes The Company records deferred income tax assets and liabilities based upon the difference between
the financial statement and income tax bases of assets and liabilities using enacted income tax rates. Valuation
allowances are established when necessary to reduce deferred income tax assets to the amount expected to be
realized. Income tax expense is the tax payable for the period and the change during the period in net deferred
income tax assets and liabilities.
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Earnings per Share Basic earnings per share is computed using the weighted average number of shares of common
stock outstanding during the period. Diluted earnings per share is computed using the weighted average number of
shares of common stock and dilutive common equivalent shares outstanding during the period. Incremental shares of
140,296, 135,738 and 159,288 for the years ended December 31, 2 0 01 , 2000, 1999, respectively, were used in the
calculations of diluted earnings per share. Options to purchase 424,017 shares of common stock at prices of $14.563
to $22.875 per share were outstanding during 2001, but were not included in the computation of diluted earnings
per share because the exercise price of the options was greater than the average market price of the underlying
common stock.
Concentrations of Credit Risk Financial instruments, which potentially subject the Company to concentrations of
credit risk, consist principally of trade receivables. Trade receivables are with a large number of customers, including
municipalities, manufacturers, distributors and contractors, dispersed across a wide geographic base. No accounts
receivable balance accounted for 10% or more of total accounts receivable at December 3 1, 2001 and 2000.
Allowance for Doubtful Accounts The Company maintains allowances for estimated losses resulting from the
inability of our customers to make required payments and contract disputes. At least monthly, the Company reviews
past due balances to identify the reasons for non-payment. If the past due amount results from a specific water
transmission project, a specific allowance is recorded to reduce the related receivable to the expected recovery
amount given all information presently available. A general allowance is recorded for all other customers based on
certain other factors including the length of time the receivables are past due and historical collection experience
with individual customers. The Company believes the reported allowances at December 3 1, 2 0 01 , are adequate. If the
customers’ financial conditions were to deteriorate resulting in their inability to make payments, additional allowances
may need to be recorded, which would result in additional expenses being recorded for the period in which such
determination was made.
Fair Value of Financial Instruments The fair values of financial instruments are the amounts at which the
instrument could be exchanged in a current transaction between willing parties, other than in a forced or liquidation
sale. The carrying amounts reflected in the consolidated balance sheets for cash and cash equivalents, trade
receivables, other current assets and current liabilities approximate fair value because of the short maturity for these
instruments. The fair value approximates the carrying value of the Company's borrowings under its long-term
arrangements based upon interest rates available for the same or similar loans.
Impairment of Long-Lived Assets The Company’s long-lived assets are reviewed for impairment when circumstances
indicate that the carrying amount may not be recoverable. If the sum of the expected future cash flows is less than
the carrying amount of the asset, a loss is recognized.
Use of Estimates The preparation of financial statements in conformity with generally accepted accounting principles
in the United States requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. The Company bases its estimates on
historical experience and on various assumptions that are believed to be reasonable under the circumstances at that
time. On an on-going basis, the Company evaluates its estimates related to revenue recognition and doubtful account
allowances. Actual results could differ from those estimates under different assumptions or conditions.
Stock-based Compensation The Company accounts for stock-based employee compensation arrangements in
accordance with the provisions of Accounting Principles Board Opinion No. 25, “Accounting for Stock Issued to
Employees” (APB No. 25) and complies with the disclosure provisions of Statement of Accounting Standards (SFAS)
No. 123, “Accounting for Stock-Based Compensation.” Under APB No. 25, compensation expense is based on the
difference, if any, on the date of grant, between the fair value of the Company’s stock and the exercise price of the

option. The Company accounts for stock, stock options and warrants issued to non-employees in accordance with
the provisions of Emerging Issues Task Force Consensus on Issue No. 96-18, “Accounting for Equity Instruments that
are Issued to Other than Employees for Acquiring or in Conjunction with Selling, Goods or Services.” Compensation
and services expenses are recognized over the vesting period of the options or warrants or the periods the related
services are rendered, as appropriate.
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Recent Accounting Pronouncements On October 3, 2 0 01 , the FASB issued Statement of Financial Accounting
Standards No. 144 “Accounting for the Impairment or Disposal of Long-Lived Assets” (SFAS 144). SFAS 144 supersedes
SFAS 12 1 “Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed Of.” SFAS
144 applies to all long-lived assets (including discontinued operations) and consequently amends Accounting
Principles Board Opinion No. 30 (APB 30), “Reporting Results of Operations – Reporting the Effects of Disposal of a
Segment of a Business, and Extraordinary, Unusual and Infrequently Occurring Events and Transaction.” SFAS 144
develops one accounting model for long-lived assets that are to be disposed of by sale. SFAS 144 requires that longlived assets that are to be disposed of by sale be measured at the lower of book value or fair value less cost to sell.
Additionally, SFAS 144 expands the scope of discontinued operations to include all components of an entity with
operations that (1) can be distinguished from the rest of the entity and (2) will be eliminated from the ongoing
operations of the entity in a disposal transaction. The provisions of this Statement are effective for financial
statements issued for fiscal years beginning after December 15, 2001 and interim periods within those fiscal years,
with early application encouraged. The Company is in the process of evaluating the effect of SFAS 144 on its financial
statements. It is not expected to have a significant impact because the impairment assessment under SFAS 144 is
largely unchanged from SFAS 12 1.
In July 2001, the Financial Accounting Standards Board issued Statements of Financial Accounting Standards No. 1 41 ,
“Business Combinations” (SFAS 141) and No. 1 4 2 ,“ G o o dwill and Other Intangible Assets” (SFAS 142). SFAS 141 requires
all business combinations initiated after June 30, 2001 to be accounted for using the purchase method. Under SFAS
142, goodwill and intangible assets with indefinite lives are no longer amortized but are reviewed annually or more
frequently if impairment indicators arise for impairment. Separable intangible assets that are not deemed to have
indefinite lives will continue to be amortized over their useful lives, but with no maximum life. The amortization
provisions of SFAS 142 apply to goodwill and intangible assets acquired after June 30, 2 0 01 . With respect to goodwill
and intangible assets acquired prior to July 1, 2 0 01 , the Company is required to adopt SFAS 142 effective January 1,
2002. With the adoption of SFAS No. 1 4 2 ,“ G o o dwill and Other Intangible Assets” (SFAS 142), goodwill will no longer
be amortized. Goodwill amortization for 2001 was $593,000. SFAS No. 142 requires companies to review annually or
more frequently if impairment indicators arise for impairment. The Company completed its initial impairment review
required by SFAS 142 and believes that no impairment of goodwill exists at December 3 1, 2 0 01 .
Effective January 1, 2 0 01 , the Company adopted Statement of Financial Accounting Standards No. 133, “Accounting
for Derivative Instruments and Hedging Activities”, as amended (SFAS 133). This statement establishes accounting and
reporting standards for derivative instruments and hedging activities. Under SFAS 133, all derivatives must be
recognized as assets or liabilities and measured at fair value. If the derivative is designated as a cash flow hedge, the
effective portions of changes in the fair value of the derivative are recorded in other comprehensive income and are
recognized in the income statement when the hedged item affects earnings. Ineffective portions of changes in the fair
value of cash flow hedges are recognized in earnings. The adoption of this statement did not have a significant
impact on the Company's results of operations or financial position.
2. Acquisitions
In June 1999, the Company acquired all of the outstanding common stock of North American Pipe, Inc. of Saginaw,
Texas (“Saginaw”). Saginaw operates two facilities, which produce custom fabricated piping assemblies. The purchase
price of $4.5 million has been allocated to the underlying assets and liabilities, including certain debt, of Saginaw.
The above acquisition was accounted for using the purchase method of accounting, which requires that the purchase
price be allocated to the net assets acquired based upon the relative fair value of assets acquired. The accompanying
consolidated financial statements include the results of operations from the dates of acquisition. The pro forma net
sales and results of operation for the acquisition, had the acquisition occurred at the beginning of 1999, are not
significant, and accordingly, have not been provided.
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3. Costs and Estimated Earnings in Excess of Billings on Uncompleted Contracts
December 31,
2001

Costs incurred on uncompleted contracts

2000

$ 164,237

$ 129,09 1

55,290

39,468

2 19,527

168,559

Estimated earnings
Less billings to date

(163,292)
$

56,235

( 1 21 , 3 0 9 )
$ 47,250

Costs and estimated earnings in excess of billings on uncompleted contracts represents revenue earned under the
percentage of completion method but not billable based on the terms of the contracts. These amounts are billed
based on the terms of the contracts, which include achievement of milestones, partial shipments or completion of
the contracts.
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4. Inventories
December 31,
2001

Finished goods

$

Raw materials

2000

32,273

$

2 0 ,1 8 9

Materials and supplies

35,4 17
22,070

2,037

2,54 1

$ 54,499

$ 60,028

5. Property and Equipment
December 31,
2001

Land and improvements

$

2000

15,708

$

13,706

Buildings

29,076

28,522

Equipment

43,322

76,872

Equipment under capital leases

4,427

4,427

Construction in progress

4,204

3,228

96,737

126,755

( 2 5 , 51 4 )

(35,759)

Less accumulated depreciation and amortization
Property and equipment, net

$

7 1,223

$ 90,996

Depreciation expense was $5,325 and $6,687 for the years ended December 31, 2001 and 2000, respectively.
Accumulated amortization associated with property and equipment under capital leases was $701 and $285 at
December 31, 2001 and 2000, respectively.
6. Goodwill
December 31,
2001

Goodwill

$

Less accumulated amortization
Goodwill, net

$

23,7 17

2000

$

23,7 17

(2,266)

(1,673)

2 1,45 1

$ 22,044

7. Note Payable to Financial Institution
At December 31, 2 0 01 , the Company had a $30.0 million line of credit agreement, under which $2.0 million was
outstanding. This resulted from $5.0 million bearing interest at a weighted average IBOR interest rate of 4.50%, $2.4
million bearing interest at 4.25%, partially offset by $5.4 million of cash receipts that had not been applied to the
line of credit. At December 31, 2 0 01 , the Company had additional net borrowing capacity under the line of credit of
$28.0 million. The credit agreement expires on June 30, 2003 and is without collateral. It bears interest at rates
related to IBOR or LIBOR plus 1.00% to 2.00% (3.38% at December 31, 2 0 01 ) , or at prime less 0.5% (4.25% at
December 31, 2001). The line of credit agreement contains the following covenants; minimum net profit before tax
plus interest (net of capitalized interest expense), depreciation expense and amortization expense (“EBITDA”) coverage
ratio, maximum funded debt to EBITDA, minimum tangible net worth and ratio of unsecured funded debt to asset
coverage. At December 3 1, 2 0 01 , the Company was in compliance with all covenants specified in the line of credit
agreement, as amended.
8. Long-term Debt
December 31,
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2001

Industrial Development Bond, maturing on April 15, 2 01 0 , issued in
accordance with Internal Revenue Code Section 144(a), variable
interest (1.50% at December 3 1, 2001 and 5.00% at December 3 1, 2000)
payable monthly; annual principal payments of $250, collateralized by
property and equipment and guaranteed by an irrevocable letter of
credit from a bank

$

Senior Notes, maturing on November 15, 2007, due in annual payments
of $5.0 million beginning November 15, 2 0 01 , plus interest at 6.87%
paid semi-annually, on May 15 and November 15, without collateral

2,250

2000

$

2,500

30,000

35,000

Series A Senior Notes, maturing on April 1, 2005, due in annual payments
of $1.4 million beginning April 1, 1999, plus interest at 6.63% paid
semi-annually, on April 1 and October 1, without collateral

5 , 71 4

7 ,1 4 3

Series B Senior Notes, maturing on April 1, 2008, due in annual payments
of $4.3 million beginning April 1, 2002, plus interest at 6.9 1% paid
semi-annually, on April 1 and October 1, without collateral

30,000

30,000

—

445

$ 67,964

$ 75,088

$

$

Other
Total long-term debt
Amounts are displayed on the consolidated balance sheet as follows:
Current portion of long-term debt
Long-term debt, less current portion

10,694

7 ,1 2 4

57,000

67,964

$ 67,964

$ 75,088

The Company is required to maintain certain financial ratios under its long-term debt agreements. As of December
3 1, 2 0 01 , the most restrictive of these was a requirement to maintain consolidated indebtedness at or below 58% of
consolidated total capitalization. At December 3 1, 2 0 01 , the Company was in compliance with all financial ratios
specified in its long-term debt agreements.
Future principal payments are as follows:
2002

$

10,964

2003

10,964

2004

10,964

2005

10,964

2006

9,536

Thereafter

14,572
$ 67,964
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Interest expense was $7,989, net of amounts capitalized of $50 in 2001. Interest expense was $10,120, net of amounts
capitalized of $100 in 2000. Interest expense was $8,065, net of amounts capitalized of $163, in 1999.
9.Leases
Capital Leases The Company leases certain hardware and software related to a new company-wide enterprise
resource planning system and other equipment. The future minimum lease payments under these capital leases and
the present value of the minimum lease payments as of December 31, 2001 are as follows:

2002

22

$

1,082

2003

1,082

2004

936

2005

195

Total minimum lease payments

3,295

Less – Amount representing interest

4 18

Present value of minimum lease payments with interest rates of 8.70%

2,877

Current portion of capital lease
Capital lease obligation, less current portion

868
$

2,009

Operating Leases The Company has entered into various equipment leases with terms of seven years or less. Total
rental expense for 2001, 2000 and 1999 was $9,008, $1,886 and $868, respectively. Future minimum payments for
operating leases with initial or remaining terms in excess of one year are:

2002

$

12,925

2003

12,378

2004

1 0 , 41 8

2005

8,482

2006

4,884

Thereafter

1,82 1
$ 50,908

On September 26, 2000, the Company completed a sale-leaseback of certain manufacturing equipment for $14.4
million. The length of the lease is eighty-four months and includes options beginning after the third year to
terminate, purchase or continue to rent through the term length.
On June 29, 2001, the Company completed a sale-leaseback of certain manufacturing equipment for $49.8 million.
The length of the leases are sixty months and includes options beginning after the third year to terminate, purchase
or continue to rent through the term length.
Rental expense is recorded on a straight-line basis over the basic term of the lease. The Company recognized a
deferred gain of $25.5 million as a result of the sale-leaseback transactions. The deferred gain that will be amortized
over the lease term is limited by the guaranteed residual amount.
The Company completed the above sale-leaseback transactions of existing machinery and equipment and completed
$1.9 million on 2001 capital projects. Under the terms of the operating leases we sold the equipment to an unrelated
third party who then leased the equipment to us. These leases, along with the Company’s other debt instruments
already in place, and a new operating line of credit, best meet the Company’s near term financing and operating
capital requirements compared to other available options. The Company continues to evaluate the use of additional
operating leases and other financial instruments to meet its financing strategies, if such sources are available on
satisfactory terms.

10. Retirement Plans
The Company has a defined contribution retirement plan that covers substantially all of its employees and provides
for Company matches of up to 50% of employee contributions to the plan, subject to certain limitations. The
defined contribution retirement plan offers ten investment options and does not include provisions to invest in or
have the Company match in Company stock. The Company has a non-qualified retirement savings plan that covers
the officers and selected highly compensated employees. The non-qualified plan matches up to 50% of employee
contributions to the plan, subject to certain limitations and provides a Company funded program for the officers
that establish a retirement target fund. The Company also has two noncontributory defined benefit plans, which are
frozen and in the process of being terminated. Benefits under the union pension plan are based upon a flat benefit
formula, while benefits under the salaried benefit plan are based upon a final pay formula. The funding policy for each
noncontributory defined benefit plan is based on current plan costs plus amortization of the unfunded plan liability.
All current employees covered by these plans are now covered by the defined contribution retirement plan. Total
expense for all retirement plans in 2001, 2000 and 1999 was $925, $660 and $5 13, respectively.
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11. Stock-based Compensation Plans
Employee Stock Purchase Plan The Company has an Employee Stock Purchase Plan (the “ESPP”), which allows
employees of the Company to purchase shares of the Company’s common stock through accumulated payroll
deductions. Participating employees may elect to contribute up to 10% of their eligible compensation, subject to
certain limitations, during each pay period to the ESPP. The ESPP provides for two semi-annual offering periods
beginning May 1 and November 1 of each year. Participant funds are accumulated during the offering period and used
to automatically purchase shares of the Company’s common stock at 85% of the lower of the fair market value of
such stock at the beginning of the offering period or the fair market value at the purchase date. The Company has
made 300,000 shares of common stock available for sale under the ESPP and had issued 4 1,747 shares as of
December 31, 2 0 01 .
Stock Option Plans The Company has two stock option plans for employees and directors. The Amended 1995
Stock Incentive Plan provides for the grant of incentive options at an exercise price, which is 100 percent of the fair
value of the Company’s stock on the date of grant. The 1995 Stock Option Plan for Nonemployee Directors provides
for the grant of nonqualified options at an exercise price, which is not less than 100 percent of the fair value on the
grant date. The plans provide that options become exercisable according to vesting schedules, which range from
immediate for nonemployee directors to ratably over a 60-month period for all other options. Options terminate 10
years from the date of grant. There were 1,055,860, 1,060,406 and 780,375 shares of common stock reserved for
issuance under the Company’s stock compensation plans at December 3 1, 2 0 01 , 2000 and 1999, respectively.
A summary of status of the Company’s stock options as of December 31, 2 0 01 , 2000 and 1999 and changes during
the year ended on those dates is presented below:
Weighted
Average
Exercise Price
Per Share

Options
Outstanding

Balance, December 3 1, 1998

4 8 4 ,1 3 4

Options granted

176,573

$

12.67
14.74

Options exercised

( 4 , 21 9 )

3.24

Options canceled

(5,697)

16.02

650,79 1

13.27

Options granted

178,25 1

13.56

Options exercised

(19,969)

0.98

Options canceled

(7,053)

16.28

Balance, December 3 1, 1999

Balance, December 3 1, 2000
Options granted

802,020

13.6 1

1 81 , 4 4 9

13.9 1

Options exercised

(4,546)

1 1.44

Options canceled

(15,946)

1 7.38

Balance, December 3 1, 2001

962,977
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The following table summarizes information about stock options outstanding at December 31, 2 0 01 :
Options Outstanding

Range of
Exercise Prices
Per Share

Number of
Options

Weighted
Average
Remaining
Contractual
Life (years)

Options Exercisable
Weighted
Average
Exercise
Number of
Price
Options
Per Share

Weighted
Average
Exercise
Price
Per Share

$1.00 - $4.78

1 76,798

2.96

3.76

1 76,798

$10.63 - $13.56

188,883

8.14

$

13.41

75,623

13.18

$14.00 - $14.56

184,449

9.28

14.02

37,403

14.12

$14.75 - $ 17 . 1 3

17 1,669

6.94

14.91

104,354

15.01

$18.75 - $22.88

2 41 ,178

5.56

19.77

2 14,606

19.67

962,977
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$

3.76

608,784

The following are the options exercisable at the corresponding weighted average exercise price at December 31, 2 0 01 ,
2000 and 1999, respectively: 608,784 at $13.10, 473,904 at $12.36 and 373,259 at $10.78.
In accordance with SFAS 123 “Accounting for Stock Based Compensation”, pro forma disclosures as if the Company
adopted the cost recognition requirements under SFAS 123 are presented below. The fair value of options granted in
2 0 01 , 2000 and 1999 was estimated on the date of grant using the Black-Scholes option-pricing model with the
following assumptions:

Risk-free interest rate
Expected dividend yield
Expected volatility
Expected lives

2001

Year Ended December 31,
2000

4.93%

6.69%

4.9 1- 5.44%

0%

0%

0%

1999

45.9 1%

32.38%

30.73%

five years

five years

five years

The weighted average grant date fair value of options granted during 2001, 2000 and 1999 was $6.48, $3.85 and
$5.67, respectively. The weighted average purchase price and weighted average fair value of shares issued under the
ESPP in 2001 were $9.79 and $1 1 . 51 , respectively.
Had the Company used the fair value methodology for determining compensation expense, the Company’s net income
and earnings per share would approximate the pro forma amounts below (in thousands except per share data):

2001

Net income – as reported
Net income – pro forma

$

1 1, 1 1 1

Year Ended December 31,
2000

$

10,69 1

$

1999

13,285

10,649

10,420

12,887

Diluted earnings per share – as reported

1.67

1.62

2.01

Diluted earnings per share – pro forma

1.60

1.58

1.95

12. Shareholder Rights Plan
In June 1999, the Board of Directors adopted a Shareholder Rights Plan (the “Plan”) designed to ensure fair and equal
treatment for all shareholders in the event of a proposed acquisition of the Company by enhancing the ability of the
Board of Directors to negotiate more effectively with a prospective acquirer, and reserved 150,000 shares of Series A
Junior Participating Preferred Stock (“Preferred Stock”) for purposes of the Plan. In connection with the adoption of
the Plan, the Board of Directors declared a dividend distribution of one preferred stock purchase right (a “Right”) per
share of common stock, payable to shareholders of record on July 9, 2000. Each right represents the right to
purchase one one-hundredth of a share of Preferred Stock at a price of $83.00, subject to adjustment. The Rights
will be exercisable only if a person or group acquires, or commences a tender offer to acquire, 15% or more of the
Company’s outstanding shares of common stock. Subject to the terms of the Plan and upon the occurrence of
certain events, each Right would entitle the holder to purchase common stock of the Company, or of an acquiring
company in certain circumstances, having a market value equal to two times the exercise price of the Right. The
Company may redeem the Rights at a price of $0.01 per Right under certain circumstances.
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13. Commitments and Contingencies
Litigation The Company, and others, are defendants in a suit in the United States District Court for the Northern
District of California in July 2000. The plaintiff has alleged that it represents a class of plaintiffs who purchased certain
sprinkler pipe products manufactured primarily by a predecessor of the Company during the 1990s. The complaint
alleges the products purchased were defective and seeks certification of the proposed class, disgorgement by the
Company of profits from the sale of the allegedly defective products and/or full restitution to the members of the
class, repair or replacement of the allegedly defective products, damages in an amount to be proved at trial, punitive
damages and attorneys’ fees and costs. Ne specific amount of damages has been stated, and we are unable to estimate
the amount of damages, if any, at the present time. A class certification hearing has been scheduled for April 2002, and
a trial date has been scheduled for December 2002. The Company generally maintains insurance coverage against
potential claims. The Company believes it has meritorious defenses against the above claims and intends to vigorously
contest them. We do not know when or on what basis this matter will be resolved.
From time to time, the Company is involved in other litigation and legal matters that are defended and handled in the
normal course of business. The Company maintains insurance coverage against potential claims in amounts that it believes
to be adequate. Management believes that it is not presently a party to any such litigation, the outcome of which would
have a material adverse effect on the Company's business, financial condition, results of operations or cash flows.
Commitments As of December 31, 2 0 01 , the Company had outstanding raw material purchase commitments of
approximately $10.9 million.
14. Income Taxes
The components of the provision for income taxes are as follows:

2001

Year Ended December 31,
2000

1999

Current:
Federal

$

State

6,762

$

1 , 21 5

1,678

$

6,845

749

1,092

4,077

742

Deferred:
Federal

( 71 0 )

State

( 81 )
$

7 ,1 8 6

466
$
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The difference between the effective income tax rate and the statutory U.S. Federal income tax rate is explained
as follows:

2001

Provision at statutory rate

$

State provision, net of federal benefit

6,405

Year Ended December 31,
2000

$

688

Other

7 ,1 8 6

$

7,7 17

569

93
$

6 ,1 8 1

1999

766

220
$

6,970

28 1
$

8,764

The tax effect of temporary differences that give rise to significant portions of deferred tax assets and liabilities are
presented below:
December 31,
2001
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2000

Deferred tax assets:
Trade receivables, net

$

Accrued employee benefits

224

$

35

749

Inventories
Net operating loss carryforwards
Total deferred tax assets

760

87 1

558

1,222

1,358

3,066

2,7 1 1

Deferred tax liabilities:
Property and equipment

(14,290)

(14,726)

Total deferred tax liabilities

(14,290)

(14,726)

Net deferred tax liabilities

$

( 11 , 2 2 4 )

$

( 1 2 , 01 5 )

December 31,
2001

2000

Deferred tax assets and liabilities are included in the
consolidated balance sheets as follows:
Deferred tax assets – current

$

Deferred tax liabilities – noncurrent
Net deferred tax liabilities

1,980

$

(13,204)
$

( 11 , 2 2 4 )

1,489
(13,504)

$

( 1 2 , 01 5 )

As of December 3 1, 2 0 01 , the Company had approximately $3.1 million of net operating loss carryforwards as a
result of the acquisition of Thompson Pipe and Steel which are limited in their use to approximately $348,000 per
year during the 15 year carryforward period which expires in 2010.

15. Segment Information
The Company has adopted SFAS No. 1 31 ,“ D i s c l o s u res about Segments of an Enterprise and Related Information”
which requires disclosure of financial and descriptive information about the Company’s reportable operating
segments. The operating segments reported below are based on the nature of the products sold by the Company and
are the segments of the Company for which separate financial information is available and for which operating results
are regularly evaluated by executive management to make decisions about resources to be allocated to the segment
and assess its performance. Management evaluates segment performance based on segment gross profit. There were
no material transfers between segments in the periods presented.
The Company’s Water Transmission segment manufactures and markets large diameter, high-pressure steel pipe used
primarily for water transmission. Water Transmission products are custom manufactured in accordance with project
specifications and are used primarily for high-pressure water transmission pipelines in the United States and Canada.
Water Transmission products are manufactured in Portland, Oregon; Denver, Colorado; Adelanto and Riverside,
California; Parkersburg, West Virginia and Saginaw, Texas facilities and are sold primarily to public water agencies
either directly or through an installation contractor.
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The Company’s Tubular Products segment manufactures and markets smaller diameter, electric resistance welded steel
pipe for use in a wide range of construction, agricultural, energy and industrial applications. Tubular Products are
manufactured in the Company's Portland, Oregon;Atchison, Kansas; Houston, Texas; Bossier City, Louisiana; and
Monterrey, Mexico facilities. Tubular Products are marketed through a network of direct sales force personnel and
independent distributors throughout the United States and Canada.
Based on the location of the customer, the Company sold products only in the United States and Canada. As of
December 31, 2 0 01 , all material long-lived assets are located in the United States.

2001

Year Ended December 31,
2000

1999

Net sales:
Water transmission

$ 180,295

Tubular products
Total

$ 155,054

$ 1 3 7 , 41 8

96,178

126,355

102,889

$ 276,473

$ 2 81 , 4 0 9

$ 240,307

$ 43,077

$

$

Gross pro fi t :
Water transmission
Tubular products
Total

8,325

33,486

32,348

15,73 1

16,556
$ 48,904

$

5 1,402

$

49,2 17

$

4,296

$

4,286
1 0 ,1 2 0

$

8,065

3,255

$

2,587

Interest expense, net:
Water transmission
Tubular products
Total

3,693

$

5,834

$

7,989

$

$

2,8 1 1

$

3,056
5,009

Depreciation and amortization of Property and Equipment:
Water transmission
Tubular products
Total
Corporate
Total

1,592

2,903

1,750

4,403

6 ,1 5 8

4,337

922
$

5,325

529
$
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Amortization of intangible assets:
Water transmission

$

Tubular products
Total

—

$

593

—

$

593

—
586

$

593

$

593

$

586

$

5,778

$

3 , 31 9

$

5,673

Capital expenditures:
Water transmission
Tubular products
Total
Corporate
Total
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5,654

5,540

2,948

1 1,432

8,859

8,62 1

750
$

1 2 ,1 8 2

2,1 17
$

10,976

5,532
$

1 4 ,1 5 3

Net sales by geographic area:
United States

$ 266,56 1

$ 269,344

$ 232,663

Canada

9 , 91 2

12,065

7,644

Total

$ 276,473

$ 2 81 , 4 0 9

$ 240,307

Year Ended December 31,
2001
2000

Total Assets:
Water transmission
Tubular products
Total
Corporate
Total
No one customer represented more than 10% of total sales in 2001, 2000 or 1999.

$ 153,238

$ 146,039

99,935

1 2 3 , 41 0

253,173

269,449

13,409

13,708

$ 266,582

$ 2 8 3 ,1 5 7

16. Quarterly Data (Unaudited)
Summarized quarterly financial data for 2001 and 2000 is as follows:
First
Quarter

Second
Quarter

Third
Quarter

Fourth
Quarter

2001
Net sales:
Water transmission

$

37,269

2 7 , 21 3

23,625

$

63,546

$

7 5 ,1 3 5

$ 70,865

$

66,927

$

9 ,1 6 5

$

1 1,285

$

1 1,620

$

1 1,007

$

1 1,888

$

14,176

$

13,864

$

1 1,474

$

2,256

$

3 ,1 4 0

$

3,4 1 1

$

2,304

Tubular products
Total net sales

$

26,277

47,922

$ 47,240

$ 47,864
19,063

Gross profit:
Water transmission
Tubular products

29

Total gross pro fi t
Net income

2,723

2,89 1

2,244

467

Earnings per share:
Basic

$

0.35

$

0.48

$

0.52

$

0.35

Diluted

$

0.34

$

0.47

$

0.5 1

$

0.35

3 1,498

$

3 6 ,1 8 4

$

42,3 1 1

$

45,06 1

$

7 1,942

2000
Net sales:
Water transmission

$

Tubular products
Total net sales

32,493

33,306

33,675

$

63,99 1

$ 69,490

$

75,986

$

5,753

$

$

8,942

26,88 1

Gross profit:
Water transmission
Tubular products
Total gross pro fi t

5 , 71 5

8,29 1
4,525

$ 10,500

3,565

1,926

$

1 1,468

$

1 2 , 81 6

$

12,507

$

12,426

$

2,36 1

$

3,065

$

2,64 1

$

2,624

Basic

$

0.37

$

0.47

$

0.4 1

$

0.40

Diluted

$

0.36

$

0.46

$

0.40

$

0.40

Net income
Earnings per share:
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Report of Independent Accountants
To the Board of Directors and
Shareholders of Northwest Pipe Company

30

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of income and
comprehensive income, of changes in stockholders’ equity and of cash flows present fairly, in all material respects, the
financial position of Northwest Pipe Company and its subsidiaries (the Company) at December 31, 2001 and 2000,
and the results of their operations and their cash flows for each of the three years in the period ended December
3 1, 2 0 01 , in conformity with accounting principles generally accepted in the United States of America. These financial
statements are the responsibility of the Company’s management; our responsibility is to express an opinion on these
financial statements based on our audits. We conducted our audits of these statements in accordance with auditing
standards generally accepted in the United States of America, which require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, and evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.
PricewaterhouseCoopers LLP

Portland, Oregon
February 18, 2002

Notes
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Investor Information
Corporate Headquarters
Northwest Pipe Company
200 SW Market Street, Suite 1800
Portland, Oregon 97201
(503) 946-1200
Stock Listing
Northwest Pipe Company’s common stock is traded on the Nasdaq National Market System under the symbol NWPX.
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Common Stock Prices and Dividends
Low
2001
First Quarter
7.016
Second Quarter
1 1.620
Third Quarter
12.900
Fourth Quarter
1 1.500

14.063
17.250
17.170
17.250

2000
First Quarter
Second Quarter
Third Quarter
Fourth Quarter

15.500
14.125
13.500
1 1.563

12.500
1 1.438
10.688
6.531

High

There were 69 shareholders of record and approximately 1704 beneficial shareholders at March 15, 2002. There were no
cash dividends declared or paid in fiscal years 2000 or 2001. The company does not anticipate paying cash dividends in
the foreseeable future.
Transfer Agent & Registrar
The transfer agent and registrar for Northwest Pipe stock is:
Mellon Investor Services LLC
P.O. Box 3315
South Hackensack, New Jersey 07606
(800) 522-6645
Website: www.melloninvestor.com
Public/Shareholder Information
Financial analysts, stockbrokers, interested investors and others can obtain a copy of the company’s 2001 10-K filed with
the Securities and Exchange Commission by contacting:
Diane Campbell
Northwest Pipe Company
200 SW Market Street,Suite 1800
Portland, Oregon 97201
(503) 946-1200
dcampbell@nwpipe.com
Additional information about the company can be obtained by calling the company or by accessing the web site.
Web Site Address
www.nwpipe.com
Annual Meeting
The Annual Meeting of Northwest Pipe shareholders will be:
Thursday, May 23, 2002
9:00 a.m.
Heathman Hotel
1001 S. W. Broadway
Portland, Oregon 97205
(503)-241-4100
Proxy material will be mailed to shareholders of record prior to the meeting.
Independent Public Accountants
PricewaterhouseCoopers LLP
Portland, Oregon
Legal Counsel
Ater Wynne LLP
Portland, Oregon
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