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 PART I

 ITEM 1.    BUSINESS.

(a)   General Description of Business

General

        We are a diversified global producer of fabricated metal products and are a leading producer of steel and aluminum pole, tower and other
structures in our Engineered Infrastructure Products (EIP) segment, steel and concrete pole structures in our Utilities Support Structures (Utility)
segment and are a global producer of mechanized irrigation systems in our Irrigation segment. We also provide metal coating services, including
galvanizing, painting and anodizing in our Coatings segment. Our products sold through the EIP segment include outdoor lighting and traffic
control structures, wireless communication structures and components and roadway safety and industrial access systems. Our pole structures
sold through our Utility segment support electrical transmission and distribution lines and related power distribution equipment. Our Irrigation
segment produces mechanized irrigation equipment that delivers water, chemical fertilizers and pesticides to agricultural crops. Customers and
end-users of our products include state and federal governments, contractors, utility and telecommunications companies, manufacturers of
commercial lighting fixtures and large farms as well as the general manufacturing sector. In 2012, approximately 40% of our total sales were
either sold in markets or produced by our manufacturing plants outside of North America. We were founded in 1946, went public in 1968 and
our shares trade on the New York Stock Exchange (ticker: VMI).

Business Strategy

        Our strategy is to pursue growth opportunities that leverage our existing product portfolio, knowledge of our principal end-markets and
customers and engineering capability to increase our sales, earnings and cash flow, including:

        Increasing the Market Penetration of our Existing Products.    Our strategy is to increase our market penetration by differentiating our
products from our competitors' products through superior customer service, technological innovation and consistently high quality. For example,
in recent years, our Utility segment increased its sales through our engineering capability, effective coordination of our production capacity and
strong customer service to meet our customers' requirements, especially on large, complex projects. Our acquisition of Delta plc in May 2010
was in part intended to improve our market presence and penetration in the Australian lighting, communication and utility structures markets and
the U.S. industrial galvanizing markets.

        Bringing our Existing Products to New Markets.    Our strategy is to expand the sales of our existing products into geographic areas where
we do not currently have a strong presence as well as into applications for which end-users do not currently purchase our type of product. In
recent years, our Utility business successfully expanded into new markets in Africa and we have also expanded our geographic presence in
Europe and North Africa for lighting structures. We have also been successful introducing our pole products to utility and wireless
communication applications where customers have traditionally purchased lattice tower products. Our strategy of building a manufacturing
presence in China was based primarily on expanding our offering of pole structures for lighting, utility and wireless communication to the
Chinese market. During 2011 we established manufacturing operations in India to provide pole structures for lighting, utility and wireless
communications to the Indian market as well as galvanizing services. Our Irrigation segment has a long history of developing new mechanized
irrigation markets in emerging markets. In recent years, these markets include China and Eastern Europe. Our 2012 acquisition of Pure Metal
Galvanizing provides us with presence in the Canadian galvanizing market.
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        Developing New Products for Markets that We Currently Serve.    Our strategy is to grow by developing new products for markets where
we have a comprehensive understanding of end-user requirements and longstanding relationships with key distributors and end-users. For
example, in recent years we developed and sold structures for tramway applications in Europe. The customers for this product line include many
of the state and local governments that purchase our lighting structures. Another example is the development and expansion of decorative
product concepts for lighting applications that have been introduced to our existing customer base.

        Developing New Products for New Markets and Leverage a Core Competency to Further Diversify our Business.    Our strategy is to
increase our sales and diversify our business by developing new products for new markets or to leverage a core competency. For example, we
have been expanding our offering of specialized decorative lighting poles in the U.S. The decorative lighting market has different customers than
our traditional markets and the products to serve that market are different than the poles we manufacture for the transportation and commercial
markets. The acquisition of Delta gives us a presence in highway safety systems and industrial access systems, products that we believe are
complementary to our existing products and provide us with future growth opportunities. The establishment and growth of our Coatings segment
was based on using our expertise in galvanizing to develop what is now a global business segment.

Acquisitions

        We have grown internally and by acquisition. Our significant business expansions during the past five years include the following
(including the segment where the business reports):

2008

�
Acquisition of 70% of the outstanding shares of a lighting structure manufacturer headquartered in Canada (EIP)

�
Acquisition of the assets of a manufacturer of utility and wireless communication poles in Hazelton, Pennsylvania (Utility)

�
Acquisition of the assets of a wireless communication components distributor headquartered on Long Island, New York
(EIP)

�
Acquisition of the assets of a materials analysis, testing and inspection services business in Pittsburgh, Pennsylvania (Utility)

�
Acquisition of the assets of a hot-dipped galvanizing operation located near Louisville, Kentucky (Coatings)

�
Acquisition of Stainton Metals, a steel lighting structure manufacturer located in England (EIP)

2010

�
Acquisition of Delta plc, a publicly-traded company headquartered in the United Kingdom that manufactures and distributes
steel engineered products, provides galvanizing services and manufactures steel forged grinding media and electrolytic
manganese dioxide (EIP, Coatings, Other)

2011

�
Acquisition of the remaining 40% not previously owned of Donhad Pty. Ltd., a forged steel grinding media manufacturer
located in Australia (Other)

�
Acquisition of an irrigation monitoring services company located in Brazil (Irrigation)
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2012

�
Acquisition of a galvanizing business with three locations in Ontario, Canada (Coatings)

        There have been no significant divestitures of businesses in the past five years. In 2011, we exited our structures joint venture in Turkey
(formed in 2008) and ceased our structures sales and distribution operation in Italy. Both of these businesses were in the EIP segment. The
impact of these events on our financial statements was not material.

(b)   Segments

        We have four reportable segments based on our management structure. Each segment is global in nature with a manager responsible for
segment operational performance and allocation of capital within the segment.

        Our reportable segments are as follows:

        Engineered Infrastructure Products:    This segment consists of the manufacture of engineered metal structures and components for the
global lighting and traffic, wireless communication, roadway safety and access systems applications;

        Utility Support Structures:    This segment consists of the manufacture of engineered steel and concrete structures for the global utility
industry;

        Coatings:    This segment consists of galvanizing, anodizing and powder coating services on a global basis; and

        Irrigation:    This segment consists of the manufacture of agricultural irrigation equipment and related parts and services for the global
agricultural industry.

        Other:    In addition to these four reportable segments, we have other operations and activities that individually are not more than 10% of
consolidated sales, operating income or assets. These activities include the manufacture of forged steel grinding media for the mining industry,
tubular products for a variety of industrial customers, electrolytic manganese dioxide for disposable batteries and the distribution of industrial
fasteners.

        Amounts of sales, operating income and total assets attributable to each segment for each of the last three years is set forth in Note 17 of
our consolidated financial statements.

(c)   Narrative Description of Business

        Information concerning the principal products produced and services rendered, markets, competition and distribution methods for each of
our four reportable segments is set forth below.

Engineered Infrastructure Products Segment

        Products Produced�We manufacture steel and aluminum poles and structures to which lighting and traffic control fixtures are attached for a
wide range of outdoor lighting applications, such as streets, highways, parking lots, sports stadiums and commercial and residential
developments. The demand for these products is driven by infrastructure, commercial and residential construction and by consumers' desire for
well-lit streets, highways, parking lots and common areas to help make these areas safer at night and to support trends toward more active
lifestyles and 24-hour convenience. In addition to safety, customers want products that are visually appealing. In Europe, we are a leader in
decorative lighting poles, which are attractive as well as functional. We are leveraging this expertise to expand our decorative product sales in
North America and China. Traffic poles are structures to which traffic signals are attached and aid the orderly flow of automobile traffic. While
standard designs are

5

Edgar Filing: VALMONT INDUSTRIES INC - Form 10-K

7



Table of Contents

available, poles are often engineered to customer specifications to ensure the proper function and safety of the structure. Product engineering
takes into account factors such as weather (e.g. wind, ice) and the products loaded on the structure (e.g. lighting fixtures, traffic signals,
overhead signs) to determine the design of the pole. This product line also includes roadway safety systems, including guard rail barrier systems,
wire rope safety barriers, crash attenuation barriers and other products designed to redirect vehicles when off course and to prevent collisions
between vehicles. Highway safety systems are also designed and engineered to absorb collisions and ultimately reduce roadway fatalities and
injury.

        We also manufacture and distribute a broad range of structures (poles and towers) and components serving the wireless communication
market. A wireless communication cell site mainly consists of a steel pole or tower, shelter (enclosure where the radio equipment is located),
antennas (devices that receive and transmit data and voice information to and from wireless communication devices) and components (items that
are used to mount antennas to the structure and to connect cabling and other parts from the antennas to the shelter). Structures are engineered
and designed to customer specifications, which include factors such as the number of antennas on the structure and wind and soil conditions.
Due to the size of these structures, design is important to ensure each structure meets performance and safety specifications. We do not provide
any significant installation services on the structures we sell.

        The EIP segment also produces and distributes access systems. Access systems are engineered structures and components that allow people
to move safely and effectively in an industrial, infrastructure or commercial facility. Access systems also are used in architectural applications.
Products offered in this product line are usually engineered to specific customer requirements and include floor gratings, handrails, barriers and
sunscreens.

        Markets�The key markets for our lighting, traffic and roadway safety products are the transportation and commercial lighting markets and
public roadway building and improvement. The transportation market includes street and highway lighting and traffic control, much of which is
driven by government spending programs. For example, the U.S. government funds highway and road improvement through the federal highway
program. This program provides funding to improve the nation's roadway system, which includes roadway lighting and traffic control
enhancements. Matching funding from the various states may be required as a condition of federal funding. The current federal highway
program is now operating under a two-year extension that will expire in 2014. In North America, governments desire to improve road and
highway systems by reducing traffic congestion. In the United States, there are approximately 4 million miles of public roadways, with
approximately 24% carrying over 80% of the traffic. Accordingly, the need to improve traffic flow through traffic controls and lighting is a
priority for many communities. Transportation markets in other areas of the world are also heavily funded by local and national governments.
The commercial lighting market is mainly funded privately and includes lighting for applications such as parking lots, shopping centers, sports
stadiums and business parks. The commercial lighting market is driven by macro-economic factors such as general economic growth rates,
interest rates and the commercial construction economy.

        The main markets for our communication products have been the wireless telephone carriers and build-to-suit companies (organizations
that own cell sites and attach antennas from multiple carriers to the pole or tower structure). We also sell products to state and federal
governments for two-way radio communication, radar, broadcasting and security applications. We believe long-term growth should mainly be
driven by increased usage, technologies such as 4G (including applications for smart phones, such as streaming video and internet) and demand
for improved emergency response systems, as part of the U.S. Homeland Security initiatives. Subscriber growth should continue to increase,
although at a lower rate than in the past. In general, as the number of subscribers and usage of wireless communication devices increase, we
believe this will result in demand for communication structures and components.
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        Markets for access systems are typically driven by infrastructure, industrial and commercial construction spending and can be cyclical
depending on economic conditions in the markets in which we compete. Customers consist of construction firms or installers who participate in
infrastructure, industrial and commercial construction projects, resellers such as steel service centers and end users.

        All of the products that we manufacture in this segment are parts of customer investments in basic infrastructure. The total cost of these
investments can be substantial, so access to capital is often important to fund infrastructure needs. Due to the nature of these markets, demand
can be cyclical as projects sometimes can be delayed due to funding or other issues.

        Competition�Our competitive strategy in all of the markets we serve is to provide high value to the customer at a reasonable price. We
compete on the basis of product quality, high levels of customer service, timely, complete and accurate delivery of the product and design
capability to provide the best solutions to our customers. There are numerous competitors in our markets, most of which are relatively small
companies. Companies compete on the basis of price, product quality, reliable delivery and unique product features. Pricing can be very
competitive, especially when demand is weak or when strong local currencies result in increased competition from imported products.

        Distribution Methods�Sales and distribution activities are handled through a combination of a direct sales force and commissioned agents.
Lighting agents represent Valmont as well as lighting fixture companies and sell other related products. Sales are typically to electrical
distributors, who provide the pole, fixtures and other equipment to the end user as a complete package. Commercial lighting and highway safety
sales are normally made through Valmont sales employees, who work on a salary plus incentive, although some sales are made through
independent, commissioned sales agents.

Utility Support Structures Segment

        Products Produced�We manufacture steel and concrete pole structures for electrical transmission, substation and distribution applications.
Our products help move electrical power from where it is produced to where it is used. We produce tapered steel and pre-stressed concrete poles
for high-voltage transmission lines, substations (which transfer high-voltage electricity to low-voltage transmission) and electrical distribution
(which carry electricity from the substation to the end-user). In addition, we produce hybrid structures, which are structures with a concrete base
section and steel upper sections. Utility structures can be very large, so product design engineering is important to the function and safety of the
structure. Our engineering process takes into account weather and loading conditions, such as wind speeds, ice loads and the power lines
attached to the structure, in order to arrive at the final design.

        Markets�Our sales in this segment are mainly in North America, where the key drivers in the utility business are significant upgrades in the
electrical grid to support enhanced reliability standards, policy changes encouraging more generation from renewable energy sources,
interconnection of regional grids to share more efficient generation to the benefit of the consumer and increased electrical consumption which
has outpaced the transmission investment in the past decades. According to the Edison Electric Institute, the electrical transmission grid in the
U.S. requires significant investment in the coming years to respond to the compelling industry drivers and lack of investment over the past
25 years. The expected increase in electrical consumption around the world should also require substantial investment in new electricity
generation capacity which will prompt further international growth in transmission grid development. We expect these factors to result in
increased demand for electrical utility structures to transport electricity from source to user.

        Competition�Our competitive strategy in this segment is to provide high value solutions to the customer at a reasonable price. We compete
on the basis of product quality, engineering expertise, high levels of customer service and reliable, timely delivery of the product. There are
many competitors.
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Companies compete on the basis of price, quality and service. Utility sales are often made through a competitive bid process, whereby the lowest
bidder is awarded the contract, provided the competitor meets all other qualifying criteria. In weak markets, price is a more important criterion in
the bid process.

        Distribution Methods�Products are normally sold through commissioned sales agents or sold directly to electrical utilities.

Coatings Segment

        Services Rendered�We add finishes to metals that inhibit corrosion, extend service lives and enhance physical attractiveness of a wide range
of materials and products. Among the services provided include:

�
Hot-dipped Galvanizing

�
Anodizing

�
Powder Coating

�
E-Coating

        In our Coatings segment, we take unfinished products from our customers and return them with a galvanized, anodized or painted finish.
Galvanizing is a process that protects steel with a zinc coating that is bonded to the product surface to inhibit rust and corrosion. Anodizing is a
process applied to aluminum that oxidizes the surface of the aluminum in a controlled manner, which protects the aluminum from corrosion and
allows the material to be dyed a variety of colors. We also paint products using powder coating and e-coating technology (where paint is applied
through an electrical charge) for a number of industries and markets.

        Markets�Markets for our products are varied and our profitability is not substantially dependent on any one industry or customer. Demand
for coatings services generally follows the local industrial economies. Galvanizing is used in a wide variety of industrial applications where
corrosion protection of steel is desired. While markets are varied, our markets for anodized or painted products are more directly dependent on
consumer markets than industrial markets.

        Competition�The Coatings markets traditionally have been very fragmented, with a large number of competitors. Most of these competitors
are relatively small, privately held companies who compete on the basis of price and personal relationships with their customers. As a result of
ongoing industry consolidation, there are also several (public and private) multi-facility competitors. Our strategy is to compete on the basis of
quality of the coating finish and timely delivery of the coated product to the customer. We also use the production capacity at our network of
plants to assure that the customer receives quality, timely service.

        Distribution Methods�Due to freight costs, a galvanizing location has an effective service area of an approximate 300 to 500 mile radius.
While we believe that we are globally one of the largest custom galvanizers, our sales are a small percentage of the total market. Sales and
customer service are provided directly to the user by a direct sales force, generally assigned to each specific location.

Irrigation Segment

        Products Produced�We manufacture and distribute mechanical irrigation equipment and related service parts under the "Valley" brand
name. A Valley irrigation machine usually is powered by electricity and propels itself over a farm field and applies water and chemicals to
crops. Water and, in some instances, chemicals are applied through sprinklers attached to a pipeline that is supported by a series of towers, each
of which is propelled via a drive train and tires. A standard mechanized irrigation
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machine (also known as a "center pivot") rotates in a circle, although we also manufacture and distribute center pivot extensions that can irrigate
corners of square and rectangular farm fields as well as conform to irregular field boundaries (referred to as a "corner" machine). Our irrigation
machines can also irrigate fields by moving up and down the field as opposed to rotating in a circle (referred to as a "linear" machine). Irrigation
machines can be configured to irrigate fields in size from 4 acres to over 500 acres, with a standard size in the U.S. configured for a 160-acre
tract of ground. One of the key components of our irrigation machine is the control system. This is the part of the machine that allows the
machine to be operated in the manner preferred by the grower, offering control of such factors as on/off timing, individual field sector control,
rate and depth of water and chemical application. We also offer growers options to control multiple irrigation machines through centralized
computer control or mobile remote control. The irrigation machine used in international markets is substantially the same as the one produced
for the North American market.

        There are other forms of irrigation available to farmers, two of the most prevalent being flood irrigation and drip irrigation. In flood
irrigation, water is applied through a pipe or canal at the top of the field and allowed to run down the field by gravity. Drip irrigation involves
plastic pipe or tape resting on the surface of the field or buried a few inches below ground level, with water being applied gradually. We estimate
that center pivot and linear irrigation comprises 45% of the irrigated acreage in North America. International markets use predominantly flood
irrigation, although all forms are used to some extent.

        Markets�Market drivers in North American and international markets are essentially the same. Since the purchase of an irrigation machine is
a capital expenditure, the purchase decision is based on the expected return on investment. The benefits a grower may realize through investment
in mechanical irrigation include improved yields through better irrigation, cost savings through reduced labor and lower water and energy usage.
The purchase decision is also affected by current and expected net farm income, commodity prices, interest rates, the status of government
support programs and water regulations in local areas. In many international markets, the relative strength or weakness of local currencies as
compared with the U.S. dollar may affect net farm income, since export markets are generally denominated in U.S. dollars.

        The demand for mechanized irrigation comes from the following sources:

�
Conversion from flood irrigation

�
Replacement of existing mechanized irrigation machines

�
Converting land that is not irrigated to mechanized irrigation

        One of the key drivers in our Irrigation segment worldwide is that the usable water supply is limited. We estimate that:

�
Only 2.5% of total worldwide water supply is freshwater

�
Of that 2.5%, only 30% of freshwater is available to humans

�
The largest user of that freshwater is agriculture

        We believe these factors, along with the trend of a growing worldwide population and improving diets, reflect the need to use water more
efficiently while increasing food production to feed this growing population. We believe that mechanized irrigation can improve water
application efficiency by 40-90% compared with traditional irrigation methods by applying water uniformly near the root zone and reducing
water runoff. Furthermore, reduced water runoff improves water quality in nearby rivers, aquifers and streams, thereby providing environmental
benefits in addition to conservation of water.

        Competition�In North America, there are a number of entities that provide irrigation products and services to agricultural customers. We
believe we are the leader of the four main participants in
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the mechanized irrigation business. Participants compete for sales on the basis of price, product innovation and features, product durability and
reliability, quality and service capabilities of the local dealer. Pricing can become very competitive, especially in periods when market demand is
low. In international markets, our competitors are a combination of our major U.S. competitors and privately-owned local companies.
Competitive factors are similar to those in North America, although pricing tends to be a more prevalent competitive strategy in international
markets. Since competition in international markets is local, we believe local manufacturing capability is important to competing effectively in
international markets and we have that capability in key regions.

        Distribution Methods�We market our irrigation machines and service parts through independent dealers. There are approximately 265 dealer
locations in North America, with another approximately 190 dealers serving international markets. The dealer determines the grower's
requirements, designs the configuration of the machine, installs the machine (including providing ancillary products that deliver water and
electrical power to the machine) and provides after-sales service. Our dealer network is supported and trained by our technical and sales teams.
Our international dealers are supported through our regional headquarters in South America, South Africa, Western Europe, Australia, China and
the United Arab Emirates as well as the home office in Valley, Nebraska.

General

        Certain information generally applicable to each of our four reportable segments is set forth below.

Suppliers and Availability of Raw Materials.

        Hot rolled steel coil and plate, zinc and other carbon steel products are the primary raw materials utilized in the manufacture of finished
products for all segments. We purchase these essential items from steel mills, zinc producers and steel service centers and are usually readily
available. While we may experience increased lead times to acquire materials and volatility in our purchase costs, we do not believe that key raw
materials would be unavailable for extended periods. We have not experienced extended or wide-spread shortages of steel during this time, due
to what we believe are strong relationships with some of the major steel producers. In the past several years, we experienced volatility in zinc
and natural gas prices, but we did not experience any disruptions to our operations due to availability.

Patents, Licenses, Franchises and Concessions.

        We have a number of patents for our manufacturing machinery, poles and irrigation designs. We also have a number of registered
trademarks. We do not believe the loss of any individual patent would have a material adverse effect on our financial condition, results of
operations or liquidity.

Seasonal Factors in Business.

        Sales can be somewhat seasonal based upon the agricultural growing season and the infrastructure construction season. Sales of
mechanized irrigation equipment to farmers are traditionally higher during the spring and fall and lower in the summer. Sales of infrastructure
products are traditionally higher summer and fall and lower in the winter.

Customers.

        We are not dependent for a material part of any segment's business upon a single customer or upon very few customers. The loss of any one
customer would not have a material adverse effect on our financial condition, results of operations or liquidity.
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Backlog.

        The backlog of orders for the principal products manufactured and marketed was $902.5 million at the end of the 2012 fiscal year and
$703.0 million at the end of the 2011 fiscal year. We anticipate that most of the 2012 backlog of orders will be filled during fiscal year 2013. At
year-end, the segments with backlog were as follows (dollar amounts in millions):

12/29/2012 12/31/2011
Engineered Infrastructure Products $ 211.9 $ 207.5
Utility Support Structures 434.0 382.6
Irrigation 230.6 97.5
Coatings 1.4 �
Other 24.6 15.4

$ 902.5 $ 703.0

Research Activities.

        The information called for by this item is included in Note 1 of our consolidated financial statements.

Environmental Disclosure.

        We are subject to various federal, state and local laws and regulations pertaining to environmental protection and the discharge of materials
into the environment. Although we continually incur expenses and make capital expenditures related to environmental protection, we do not
anticipate that future expenditures should materially impact our financial condition, results of operations, or liquidity.

Number of Employees.

        At December 29, 2012, we had 10,543 employees.

(d)   Financial Information About Geographic Areas

        Our international sales activities encompass over 100 foreign countries. The information called for by this item is included in Note 17 of
our consolidated financial statements. While Australia accounted for approximately 16% of our net sales in 2012, no other foreign country
accounted for more than 5% of our net sales. Net sales for purposes of Note 17 include sales to outside customers.

(e)   Available Information

        We make available, free of charge through our Internet web site at http://www.valmont.com, our annual report on Form 10-K, quarterly
reports on Form 10-Q, current reports on Form 8-K, and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the
Securities Exchange Act of 1934, as soon as reasonably practicable after such material is electronically filed with or furnished to the Securities
and Exchange Commission.

11

Edgar Filing: VALMONT INDUSTRIES INC - Form 10-K

13



Table of Contents

 ITEM 1A.    RISK FACTORS.

        The following risk factors describe various risks that may affect our business, financial condition and operations.

Increases in prices and reduced availability of key raw materials such as steel, aluminum and zinc will increase our operating costs and
likely reduce our profitability.

        Hot rolled steel coil and other carbon steel products have historically constituted approximately one-third of the cost of manufacturing our
products. We also use large quantities of aluminum for lighting structures and zinc for the galvanization of most of our steel products. The
markets for the commodities that we use in our manufacturing processes can be volatile. The following factors increase the cost and reduce the
availability of steel, aluminum and zinc for us:

�
increased demand, which occurs when other industries purchase greater quantities of these commodities at times when we
require more steel, aluminum and zinc for manufacturing, which can result in higher prices and lengthen the time it takes to
receive material from suppliers;

�
increased freight costs, because our manufacturing sites are usually not located near the major steel, aluminum and zinc
manufacturers;

�
lower production levels of these commodities, due to reduced production capacities or shortages of materials needed to
produce these commodities (such as coke and scrap steel for the production of steel) which could result in reduced supplies
of these commodities, higher costs for us and increased lead times to acquire material;

�
lower inventory levels at suppliers when major steel users, such as the automobile manufacturers, increase their orders,
which can reduce available inventory for us to meet our requirements;

�
increased cost of major inputs, such as scrap steel, coke, iron ore and energy;

�
fluctuations in foreign exchange rates can impact the relative cost of these commodities, which may affect the cost
effectiveness of imported materials and limit our options in acquiring these commodities; and

�
international trade disputes, import duties and quotas, since we import some steel for our domestic and foreign
manufacturing facilities.

        Increases in the selling prices of our products may not fully recover additional steel, aluminum and zinc costs and generally lag increases in
our costs of these commodities. Consequently, an increase in steel, aluminum and zinc prices will increase our operating costs and likely reduce
our profitability.

        Rising steel prices in 2010 and 2011 put pressure on gross profit margins, especially in our Engineered Infrastructure Products and Utility
Support Structures segments. In both of these segments, the elapsed time between the quotation of a sales order and the manufacturing of the
product ordered can be several months. As some of these sales are fixed price contracts, rapid increases in steel costs likely will result in lower
operating income in these businesses. We believe the volatility over the past several years was due to significant increases in global steel
production and consumption (especially in rapidly growing economies, such as China and India). The strong global demand for steel led to
rapidly rising costs in key steel-making materials (such as coke, iron ore and scrap steel), thereby raising prices to companies that manufacture
products from steel. Under such circumstances, steel supplies may become tighter and impact our ability to acquire steel and meet customer
requirements on a timely basis. The speed with which steel suppliers impose price increases on us may prevent us from fully recovering these
price increases and result in reduced operating margins, particularly in our lighting and traffic and utility businesses.
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Increases in energy prices will increase our operating costs and likely reduce our profitability.

        We use energy to manufacture and transport our products. Our costs of transportation and heating will increase if energy costs rise, which
may occur due to additional energy usage caused by severe winter weather conditions and higher oil, gasoline and natural gas prices. Our
galvanizing operations are susceptible to fluctuations in natural gas prices because we heat our processing tanks with natural gas. During periods
of higher energy costs, we may not be able to recover our increased operating costs through sales price increases without reducing demand for
our products. While we hedge a portion of our exposure to higher prices via energy futures contracts, increases in energy prices will increase our
operating costs and likely reduce our profitability.

The ultimate consumers of our products operate in cyclical industries that have been subject to significant downturns which have adversely
impacted our sales in the past and may again in the future.

        Our sales are sensitive to the market conditions present in the industries in which the ultimate consumers of our products operate, which in
some cases have been highly cyclical and subject to substantial downturns. For example, a significant portion of our sales of support structures is
to the electric utility industry. Our sales to the U.S. electric utility industry were over $850 million in 2012. Purchases of our products are
deferrable to the extent that utilities may reduce capital expenditures for reasons such as unfavorable regulatory environments, a slow U.S.
economy or financing constraints. In the event of weakness in the demand for utility structures due to reduced or delayed spending for electrical
generation and transmission projects, our sales and operating income likely will decrease.

        The end users of our mechanized irrigation equipment are farmers and, as a result, sales of those products are affected by economic changes
within the agriculture industry, particularly the level of farm income. From time to time, lower levels of farm income resulted in reduced
demand for our mechanized irrigation and tubing products. Farm income decreases when commodity prices, acreage planted, crop yields,
government subsidies and export levels decrease. In addition, weather conditions, such as extreme drought may result in reduced availability of
water for irrigation, and can affect farmers' buying decisions. Farm income can also decrease as farmers' operating costs increase. Increases in
oil and natural gas prices result in higher costs of energy and nitrogen-based fertilizer (which uses natural gas as a major ingredient).
Furthermore, uncertainty as to future government agricultural policies may cause indecision on the part of farmers. The status and trend of
government farm supports, financing aids and policies regarding the ability to use water for agricultural irrigation can affect the demand for our
irrigation equipment. In the United States, certain parts of the country are considering policies that would restrict usage of water for irrigation.
All of these factors may cause farmers to delay capital expenditures for farm equipment. Consequently, downturns in the agricultural industry
will likely result in a slower, and possibly a negative, rate of growth in irrigation equipment and tubing sales.

        We have also experienced cyclical demand for those of our products that we sell to the wireless communications industry. Sales of wireless
structures to wireless carriers and build-to-suit companies that serve the wireless communications industry have historically been cyclical. These
customers may elect to curtail spending on new structures to focus on cash flow and capital management. Weak market conditions have led to
competitive pricing in recent years, putting pressure on our profit margins on sales to this industry. Changes in the competitive structure of the
wireless industry, due to industry consolidation or reorganization, may interrupt capital plans of the wireless carriers as they assess their
networks.

        As a result of the cyclical nature of these markets, we have experienced, and in the future we may experience, significant fluctuations in our
sales and operating income with respect to a substantial portion of our total product offering, and such fluctuations could be material and adverse
to our overall financial condition, results of operations and liquidity.
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Demand for our infrastructure products and coating services is highly dependent upon the overall level of infrastructure spending.

        We manufacture and distribute engineered infrastructure products for lighting and traffic, utility and other specialty applications. Our
Coatings segments serve many construction-related industries. Because these products are used primarily in infrastructure construction, sales in
these businesses are highly correlated with the level of construction activity, which historically has been cyclical. Construction activity by our
private and government customers is affected by and can decline because of, a number of factors, including (but not limited to):

�
weakness in the general economy, which may negatively affect tax revenues, resulting in reduced funds available for
construction;

�
interest rate increases, which increase the cost of construction financing; and

�
adverse weather conditions which slow construction activity.

        The current economic uncertainty and slowness in the United States and Europe will have some negative effect on our business. In our
North American lighting product line, some of our lighting structure sales are for new residential and commercial areas. As residential and
commercial construction remains weak, we have experienced some negative impact on our light pole sales to these markets. In a broader sense,
in the event of an overall downturn in the economies in Europe, Australia or China, we may experience decreased demand if our customers have
difficulty securing credit for their purchases from us.

        In addition, sales in our Engineered Infrastructure Products segment, particularly our lighting, traffic and highway safety products, are
highly dependent upon federal, state, local and foreign government spending on infrastructure development projects, such as the U.S. federal
highway program. The level of spending on such projects may decline for a number of reasons beyond our control, including, among other
things, budgetary constraints affecting government spending generally or transportation agencies in particular, decreases in tax revenues and
changes in the political climate, including legislative delays, with respect to infrastructure appropriations. For instance, the lack of long-term
U.S. federal highway spending legislation has had a negative impact on our sales in this market. A substantial reduction in the level of
government appropriations for infrastructure projects could have a material adverse effect on our results of operations or liquidity.

We may lose some of our foreign investment or our foreign sales and profits may be reduced because of risks of doing business in foreign
markets.

        We are an international manufacturing company with operations around the world. At December 29, 2012, we operated over 90
manufacturing plants, located on six continents, and sold our products in more than 100 countries. In 2012, approximately 40% of our total sales
were either sold in markets or produced by our manufacturing plants outside of North America. We have operations in geographic markets that
have recently experienced political instability, such as the Middle East, and economic uncertainty, such as Western Europe. We also have a
significant manufacturing presence in Australia, Europe and China. We expect that international sales will continue to account for a significant
percentage of our net sales into the foreseeable future. Accordingly, our foreign business operations and our foreign sales and profits are subject
to the following potential risks:

�
political and economic instability where we have foreign business operations, resulting in the reduction of the value of, or
the loss of, our investment;

�
recessions in economies of countries in which we have business operations, decreasing our international sales;
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�
difficulties and costs of staffing and managing our foreign operations, increasing our foreign operating costs and decreasing
profits;

�
difficulties in enforcing our rights outside the United States for patents on our manufacturing machinery, poles and irrigation
designs;

�
increases in tariffs, export controls, taxes and other trade barriers reducing our international sales and our profit on these
sales; and

�
acts of war or terrorism.

        As a result, we may lose some of our foreign investment or our foreign sales and profits may be materially reduced because of risks of
doing business in foreign markets.

We are subject to currency fluctuations from our international sales, which can negatively impact our reported earnings.

        We sell our products in many countries around the world. Approximately 40% of our fiscal 2012 sales were generated by export demand or
foreign markets and are often made in foreign currencies, mainly the Australian dollar, euro, Brazilian real, Canadian dollar, Chinese renminbi
and South African rand. Because our financial statements are denominated in U.S. dollars, fluctuations in currency exchange rates between the
U.S. dollar and other currencies have had and will continue to have an impact on our reported earnings. If the U.S. dollar weakens or strengthens
versus the foreign currencies mentioned above, the result will be an increase or decrease in our reported sales and earnings, respectively.
Currency fluctuations have affected our financial performance in the past and may affect our financial performance in any given period. In cases
where local currencies are strong, the relative cost of goods imported from outside our country of operation becomes lower and affects our
ability to compete profitably in our home markets. We experienced increased pricing competition in our access systems product line in Australia
in 2011 and 2012, due in part to the strong Australian dollar and resulting competition from companies outside of Australia.

        We also face risks arising from the imposition of foreign exchange controls and currency devaluations. Exchange controls may limit our
ability to convert foreign currencies into U.S. dollars or to remit dividends and other payments by our foreign subsidiaries or businesses located
in or conducted within a country imposing controls. Currency devaluations result in a diminished value of funds denominated in the currency of
the country instituting the devaluation. Actions of this nature could have a material adverse effect on our results of operations and financial
condition in any given period.

We face strong competition in our markets.

        We face competitive pressures from a variety of companies in each of the markets we serve. Our competitors include companies who
provide the technologies that we provide as well as companies who provide competing technologies, such as drip irrigation. Our competitors
include international, national, and local manufacturers, some of whom may have greater financial, manufacturing, marketing and technical
resources than we do, or greater penetration in or familiarity with a particular geographic market than we have. In addition, certain of our
competitors, particularly with respect to our utility and wireless communication product lines, have sought bankruptcy protection in recent years,
and may emerge with reduced debt service obligations, which could allow them to operate at pricing levels that put pressures on our margins.
Some of our customers have moved manufacturing operations or product sourcing overseas, which can negatively impact our sales of
galvanizing and anodizing services. To remain competitive, we will need to invest continuously in manufacturing, product development and
customer service, and we may need to reduce our prices, particularly with respect to customers in industries that are experiencing downturns. We
cannot provide assurance that we will be able to maintain our competitive position in each of the markets that we serve.
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We could incur substantial costs as the result of violations of, or liabilities under, environmental laws.

        Our facilities and operations are subject to U.S. and foreign laws and regulations relating to the protection of the environment, including
those governing the discharge of pollutants into the air and water, the management and disposal of hazardous substances and wastes, and the
cleanup of contamination. Failure to comply with these laws and regulations, or with the permits required for our operations, could result in fines
or civil or criminal sanctions, third party claims for property damage or personal injury, and investigation and cleanup costs. Potentially
significant expenditures could be required in order to comply with environmental laws that may be adopted or imposed in the future.

        Certain of our facilities have been in operation for many years and, over time, we and other predecessor operators of these facilities have
generated, used, handled and disposed of hazardous and other regulated wastes. Contaminants have been detected at some of our present and
former sites, principally in connection with historical operations. In addition, from time to time we have been named as a potentially responsible
party under Superfund or similar state laws. While we are not aware of any contaminated sites that are not provided for in our financial
statements, including third-party sites, at which we may have material obligations, the discovery of additional contaminants or the imposition of
additional cleanup obligations at these sites could result in significant liability beyond amounts provided for in our financial statements.

We may not realize the improved operating results that we anticipate from acquisitions we may make in the future, and we may experience
difficulties in integrating the acquired businesses or may inherit significant liabilities related to such businesses.

        We explore opportunities to acquire businesses that we believe are related to our core competencies from time to time, some of which may
be material to us. We expect such acquisitions will produce operating results better than those historically experienced or presently expected to
be experienced in the future by us in the absence of the acquisition. We cannot provide assurance that this assumption will prove correct with
respect to any acquisition.

        Any future acquisitions may present significant challenges for our management due to the time and resources required to properly integrate
management, employees, information systems, accounting controls, personnel and administrative functions of the acquired business with those
of Valmont and to manage the combined company on a going forward basis. We may not be able to completely integrate and streamline
overlapping functions or, if such activities are successfully accomplished, such integration may be more costly to accomplish than presently
contemplated. We may also have difficulty in successfully integrating the product offerings of Valmont and acquired businesses to improve our
collective product offering. Our efforts to integrate acquired businesses could be affected by a number of factors beyond our control, including
general economic conditions. In addition, the process of integrating acquired businesses could cause the interruption of, or loss of momentum in,
the activities of our existing business. The diversion of management's attention and any delays or difficulties encountered in connection with the
integration acquired businesses could adversely impact our business, results of operations and liquidity, and the benefits we anticipate may never
materialize. These factors are relevant to any acquisition we undertake.

        In addition, although we conduct reviews of businesses we acquire, we may be subject to unexpected claims or liabilities, including
environmental cleanup costs, as a result of these acquisitions. Such claims or liabilities could be costly to defend or resolve and be material in
amount, and thus could materially and adversely affect our business and results of operations and liquidity.
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We have, from time to time, maintained a substantial amount of outstanding indebtedness, which could impair our ability to operate our
business and react to changes in our business, remain in compliance with debt covenants and make payments on our debt.

        As of December 29, 2012, we had approximately $486 million of total indebtedness outstanding. We had $385 million of additional
borrowing capacity under our revolving credit facility at December 29, 2012. We normally borrow money to make business acquisitions and
major capital expenditures. From time to time, our borrowings have been significant. Our level of indebtedness could have important
consequences, including:

�
our ability to satisfy our obligations under our debt agreements could be affected and any failure to comply with the
requirements, including significant financial and other restrictive covenants, of any of our debt agreements could result in an
event of default under the agreements governing our indebtedness;

�
a substantial portion of our cash flow from operations will be required to make interest and principal payments and will not
be available for operations, working capital, capital expenditures, expansion, or general corporate and other purposes,
including possible future acquisitions that we believe would be beneficial to our business;

�
our ability to obtain additional financing in the future may be impaired;

�
we may be more highly leveraged than our competitors, which may place us at a competitive disadvantage;

�
our flexibility in planning for, or reacting to, changes in our business and industry may be limited; and

�
our degree of leverage may make us more vulnerable in the event of a downturn in our business, our industry or the
economy in general.

        Any of these factors could have a material adverse effect on our business, financial condition, results of operations, cash flows and business
prospects.

        The restrictions and covenants in our debt agreements could limit our ability to obtain future financings, make needed capital expenditures,
withstand a future downturn in our business, or the economy in general, or otherwise conduct necessary corporate activities. These covenants
may prevent us from taking advantage of business opportunities that arise.

        A large share of our consolidated cash balances are outside the United States and most of our interest-bearing debt is carried by U.S.
entities. In the event that we would have to repatriate cash from international operations to meet cash needs in the U.S., we are likely to incur
significant income tax expenses to repatriate that cash.

        A breach of any of these covenants would result in a default under the applicable debt agreement. A default, if not waived, could result in
acceleration of the debt outstanding under the agreement and in a default with respect to, and acceleration of, the debt outstanding under our
other debt agreements. The accelerated debt would become immediately due and payable. If that should occur, we may not be able to pay all
such debt or to borrow sufficient funds to refinance it. Even if new financing were then available, it may not be on terms that are favorable to us.

We assumed an underfunded pension liability as part of the Delta acquisition and the combined company may be required to increase
funding of the plan and/or be subject to restrictions on the use of excess cash.

        Delta is the sponsor of a defined benefit pension plan that, as of December 29, 2012, covered approximately 7,000 members in the United
Kingdom. All of these members are inactive or retired former Delta employees. At December 29, 2012, this plan was, for accounting purposes,
underfunded
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by approximately £69.5 million ($112.0 million). Although this underfunded position and the current agreement with the trustees of the pension
plan for annual funding was approximately £6.3 million ($10.2 million) in respect of the funding shortfall and approximately £1.0 million
($1.6 million) in respect of administrative expenses were considered in determining the offer price for Delta shares, the underfunded position
may adversely affect the combined company as follows:

�
Laws and regulations normally require a new funding plan to be agreed every three years. The new funding plan is being
developed and is to be agreed with the plan trus
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