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The information called for by Part Il isciorporated by reference to the definitive Proxat&nent for the Annual Meeting of
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This document contains forwatdeking statements, based on numerous assumpti@hsubject to risks and uncertainties. Although
Company believes that the forward-looking statesarg reasonable, it does not and cannot give asui@nce that its beliefs and
expectations will prove to be correct. Many factoosild significantly affect the Company's operasiamd cause the Company's actual res
to be substantially different from the Company[seexations. Those factors include, but are nottéohio: (i) general economic and
construction business conditions; (ii) customeregtance of the Company's products; (iii) materatsl manufacturing costs; (iv) the
financial condition of customers, competitors anggiers; (v technological developments; (vi) increased contipeti (vii) changes in
capital market conditions; (viii) governmental ahdsiness conditions in countries where the Compgamgducts are manufactured and sold;
(ix) changes in trade regulations; (x) the effecaoquisition activity; (xi) changes in the Companylans, strategies, objectives, expectations
or intentions; and (xii) other risks and uncerta@# indicated from time to time in the Companyiisgs with the Securities and Exchange
Commission. Actual results might differ materiditym results suggested by any forward-looking stetets in this report. The Company does
not have an obligation to publicly update any fordiooking statements, whether as a result of theipt@d new information, the occurren
of future events or otherwise.

PART I
Iltem 1. Business.
Background

Simpson Manufacturing Co., Inc. (the "Comg?, through its subsidiary, Simpson Strong-Tien@any Inc. ("Simpson Strong-Tie" or
"SST"), designs, engineers and is a leading matwiarcof wood-to-wood, wood-to-concrete and woodrasonry connectors and
shearwalls. SST also offers a full line of adhesjyeechanical anchors and powder actuated tootfwrete, masonry and steel. The
Company's subsidiary, Simpson Dura-Vent Comparyy, (Ilsimpson Dura-Vent" or "SDV"), designs, engirseend manufactures venting
systems for gas and wood burning appliances. Timep@ay markets its products to the residential cansbn, light industrial and
commercial construction, remodeling and do-it-yelifr§' DIY") markets. The Company believes that S&hefits from strong brand name
recognition among architects and engineers whaifrstly specify in building plans the use of SSTduats, and that SDV benefits from
strong brand name recognition among contractoeded® distributors and original equipment manufeats ("OEMs") to which SDV marke
its products. The Company has continuously manufadtstructural connectors since 1956. See Note flZe Company's consolidated
financial statements for information regarding tiee sales, income from operations, depreciationeamaltization, capital expenditures and
acquisitions and total assets for the Company'sonivoary segments.

Connectors produced by Simpson Strongyipeally are steel devices that are used to sthemmgtsupport and connect joints in
residential and commercial construction and DIYjgets. SST's Anchor Systems product line is inallidethe connector product segment.
These products enhance the safety and durabilitiysotructures in which they are installed andszare time and labor costs for the
contractor. SST's connector products increasetataldntegrity and improve structural resistaneaseismic, wind and other forces.
Applications range from commercial and resideriiglding, to deck construction, to DIY projects. Sfoduces and markets over 5,000
standard and custom products.

Simpson Dura-Vent's venting systems ard tseent gas furnaces and water heaters, gasdiepand stoves, wood burning stoves and
pellet stoves. SDV's metal vents, chimneys and ehininer systems exhaust the products of combustidhe exterior of the building, and
some products also introduce outside air into tiiance for more efficient combustion. SDV desigagroducts for ease of assembly and
safe operation and to achieve a high level of parémce. SDV produces and markets approximately02gif@erent venting products.
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The Company emphasizes continuous new ptathyelopment and often obtains patent protedtioits new products. The Company's
products are marketed in all 50 states of the driitiates and in Europe, Canada, Japan, Austraia,Z¢aland and several countries in
Central and South America. Both Simpson Strongahié Simpson Dura-Vent products are distributedutiinca contractor and dealer
distributor network, home centers and OEMs.

The Company has developed and uses autdmeteufacturing processes. Its innovative manufamgjisystems and techniques have
allowed it to control manufacturing costs, evenlakieveloping both new products and products thettraustomized requirements and
specifications. The Company's development of spizethmanufacturing processes has also permit@ased operating flexibility and
enhanced product design innovation. The Companyléasloped a quality management system that emplaygerous quality-control
procedures. Since 1996, SST's quality managemstdrayhas been registered under ISO 9001. The Coni@enl4 manufacturing locations
in the United States, Canada, France, Denmark agthd.

The Company is a Delaware corporation aagahand merged with its predecessor company i8.1B8e Company serves as a holding
company for Simpson Strong-Tie, and its subsidsa@ed for Simpson Dura-Vent.

Industry and Market Trends

Based on trade periodicals, participatiotrade and professional associations and commiionisawith governmental and quasi-
governmental organizations and with customers apglgers, the Company believes that a variety einév and trends have resulted in
significant developments in the markets that thenBany serves. The Company's products are desigredpond to increasing demand
resulting from these trends. Some of these everttdrands are discussed below.

Natural disasters throughout the world himegised attention on safety concerns relatin@péostructural integrity of homes and other
buildings. The 1995 earthquake in Kobe, Japanl1®® earthquake in Northridge, California, the 188#ha Prieta earthquake in Northern
California, Hurricanes Hugo in 1989 and Andrew @92 in the Southeast, and other less cataclysmiralalisasters damaged and destroyed
innumerable homes and other buildings, resultingeightened consciousness of the fragility of sofrthose structures.

In recent years, architects, engineers,ahoade agencies, contractors, building inspe@adslegislators have continued efforts to
improve structural integrity and safety of homed ather buildings in the face of disasters of vasitypes, including seismic events, storms
and fires. Based on ongoing participation in tradd professional associations and communicatiotisgeivernmental and quasi-
governmental regulatory agencies, the Company\esithat building codes, such as the InternatiBnétling Code ("IBC"), are being more
uniformly applied around the country and their eoément is becoming more rigorous. Recently, thasebeen consolidation among several
of the Company's customer groups. The industrisis experiencing increased complexity in home deaigd builders are more aggressively
trying to reduce their costs. The Company is redpunto these trends by marketing its productsyatems solutions rather than as individual
parts. In some cases, systems marketing is fdetlitay the use of sophisticated design and spatiiit software.

The requirements of the Endangered Spéagghe Federal Lands Policy Management Act ard\htional Forest Management Act
have reduced the amount of timber available fovdstrfrom public lands. Over the past several yeghis and other factors have led to the
increased use of engineered wood products. Engideeood products, which substitute for strong, retgained lumber historically obtained
from logging older, large-diameter trees, have mreloped to conserve lumber. Engineered wooduetsdrequently require specialized
connectors. Sales of Simpson Strong-Tie's engidago®d connector products increased significantlyrdahe past several years.
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Concerns about energy conservation angluaility have led to increasing recognition of tdeantages of natural gas as a heating fuel,
including its clean burning characteristics. Usaatural gas for home heating has been increasittgeiUnited States over a number of ye
although increases in prices have made alternatieegy sources more attractive. In 2000 and teeHalf of 2001, the high cost of home
heating oil, natural gas, and electricity resultethcreased demand for wood burning appliancespafidt stoves, although this trend appears
to have slowed more recently as energy prices Haereased.

The Company continues to develop its distion through home centers throughout the UnitatieS. The Company's sales to home
centers increased significantly in 2000 and 20@& '&em 7—Management's Discussion and Analysimdncial Condition and Results of
Operations."

Business Strategy

The Company designs, manufactures and@@thicts that are of high quality and performaeesy to use and cost-effective for
customers. The Company provides rapid deliverysopioducts and prompt engineering and sales sugmsed on its communications with
customers, engineers, architects, contractors et mdustry participants, the Company believes its products have strong brand name
recognition, and the Company seeks to continueteldp the value of its brand names through a tyaoiecustome-driven strategies



Information provided by customers has led to thesttppment of many of the Company's products, ardbmpany expects that customer
needs will continue to shape the Company's prodien¢lopment, marketing and services.

Specification in architects' and enginegleshs and drawings influences which products béllused for particular purposes and therefore
is key to the use of the Company's products intcoaon projects. The Company encourages architutl engineers to specify the
installation of the Company's products in projebtsy design and supervise, and encourages accepitite Company's products by
construction contractors. The Company maintaingueat contacts with architects, engineers and aotars, as well as private organizations
that provide information to building code officiatsoth to inform them regarding the quality, propestallation, capabilities and value of the
Company's products and to update them about pradodifications and new products that may be usafuleeded. The Company sponsors
seminars to inform architects, engineers, contra@ad building officials on appropriate use angper installation of the Company's
products.

The Company seeks to expand its productastdbution coverage through several channels:

Distributors. The Company regularly evaluates its distributtoverage and service levels provided by itsitistors and from time to
time modifies its distribution strategy and implertsechanges to address weaknesses and opportufifi€ompany has various program
evaluate distributor product mix and conducts priboms to encourage distributors to add Company yeetsdthat complement their mix of
product offerings in their markets.

Through its efforts to increase specificasi by architects and engineers, and through istrgéhe number of products sold to particular
contractors, the Company seeks to increase satgmtmels that serve building contractors. The Gomgontinuously seeks to expand the
number of contractors served by each distributarugh such sales efforts as demonstrations of ptamhst-effectiveness and information
programs.

Home Centers. The Company intends to continue to increasefpation of the DIY markets by solicitation of homenters. The
Company's Sales Representatives and Retail Sgsialaintain omgoing contact with home centers to provide timelyduct availability an
product knowledge training. To satisfy specializequirements of the home center market, the Compasyleveloped extensive bar coding
and merchandising aids and has concentrated @apatiits research efforts on the development of products.
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OEM Relationships. The Company works closely with manufacturersrmineered wood products and OEMs in developimg an
expanding the application and sales of Simpsom§tiide's engineered wood connector products angg&mDura-Vent's gas, wood and
pellet stove venting products. SST has relatiorshiiph several of the largest manufacturers of megfied wood products, and SDV has O
relationships with several major gas fireplace gasl stove manufacturers.

The Company is expanding its establisheilitias outside California to increase its presaad sales in markets east of the Rocky
Mountains. During the last five years, the Comphayg expanded or has plans to expand many of itsfactaring and warehouse facilities.
As a result of the high sales growth in Caliform&000, sales in the 37 states east of the Roabyrithins, while continuing to grow, have
declined as a percentage of domestic sales fromoxzippately 47% in 1999 to approximately 44% in 208ihce 1993, the Company has
established operations in the United Kingdom, odemarehouse and distribution facilities in West€anada, the Northeastern United Ste
purchased anchor products manufacturers in lllinos Eastern Canada, connector product manufastur&rance and Denmark, and
acquired the shares of the German company that itat already own. The Company has also estaldidistribution in Chile, Japan,
Australia and New Zealand. The European investmemeténtended to establish a presence in the Earofemmunity through companies
with existing customer bases and through servitirg-based customers operating there. The Compderyds to continue to pursue and
expand operations both inside and outside of theedstates (see Note 14 to the Company's consetidanancial statements).

A Company goal is to manufacture and wamekats products in geographic proximity to its keds to provide availability and rapid
delivery of products to customers and prompt respda customer requests for specially designedustedind services. With respect to the
DIY and dealer markets, the Company's strategy keép the customer's retail stores continuousigketd with adequate supplies of the full
line of the Company's products that those storay.cBhe Company manages its inventory to helprassontinuous product availability.
Most customer orders are filled within a few daygyh levels of manufacturing automation and flekipiallow the Company to maintain its
quality standards while continuing to provide prardelivery.

The Company's product research and devedapis based largely on needs that customers coioatarto the Company. The Company
typically has developed 10 to 20 new products alty@ome of which may be produced in a range pés). The Company's strategy is to
develop new products on a proprietary basis, pabemh where possible, and to seek trade secretqiimn for others.

The Company's long-term strategy is to tgyeacquire or invest in product lines or busiessthat (a) complement the Company's
existing product lines, (b) can be marketed throitgkxisting distribution channels, (¢) might bfineom use of the Simpson Strong-Tie and
Simpson Dur-Vent brand names, (d) are responsive to neededftimpany's customers and (e) expand its marketgaghically.



Simpson Strong-Tie
Overview

Connectors produced by Simpson Strongyfieally are steel devices that are used to sthamgtsupport and connect joints in
residential and commercial construction and DIYjgets. These products enhance the safety and dityrabithe structures in which they are
installed and can save time and labor costs foctimractor. SST's connector products increasetstial integrity and improve structural
resistance to seismic, wind and other forces. Apfilbns range from building framing to deck constian to DIY projects. SST produces and
markets over 5,000 standard and custom products.

In the United States, connector usage deeel faster in the West than elsewhere due tothedst and abundance of timber and to
local construction practices. Increasingly, the ketthas been influenced both by a growing awarethedshe devastation caused by seismic,
wind and other disasters can be reduced througloiweg building codes and construction practicestanénvironmental concerns that
contribute to the increasing cost and reduced aviditly of wood. Most Simpson Strong-Tie products hsted by recognized building
standards agencies as complying with model buildodes and are specified by architects and engirieeuse in projects they are designing
or supervising. The engineered wood products imgusideveloping in response to concerns abouatadability of wood, and the Company
believes that SST is the leading supplier of cotorsdor use with engineered wood products.

Products

Simpson Strong-Tie is a recognized brandena the markets it serves. SST manufactures amllets products that strengthen the three
types of connections found in residential and conerakconstruction: wood-to-wood, wood-to-concratel wood-to-masonry. The
Company's products are installed on the continlmac path from the foundation to the roof syste®T &lso markets specialty screws and
nails for proper installation of certain of its cmttor products. These products have seismic fitedral remodeling applications for both new
construction and DIY markets. SST also offers hliiné of adhesives, mechanical anchors and poaderated tools for numerous anchoring
applications in concrete, masonry and steel.

Almost all of Simpson Strong-Tie's produats listed by recognized model building code aggnd o achieve such listings, SST
conducts extensive product testing, which is wieedsand certified by independent testing enginddrs tests also provide the basis for
publication of load ratings for SST structural ceators, and this information is used by architestgjineers, contractors and homeowners.
The information is useful across the range of appilbns of SST's products, from the deck constdubtea homeowner to a multi-story
structure designed by an architect or engineeniaaathquake zone.

Simpson Strong-Tie also manufactures caongroducts specifically designed for use withiaegred wood products, such as wood I-
joists. With increased timber costs and reducedability of trees suitable for making traditionsdlid sawn lumber, construction wi
engineered wood products has increased substgritidhe last several years. Over the same pe8i&d,s net sales of engineered wood
connectors through dealer and contractor distrilstdod engineered wood product manufacturers Hagarereased significantly.

New Product Developme

Simpson Strong-Tie commits substantial weses to engineering and new product developmehtremajority of its products have
been developed through SST's internal researcllewelopment program. SST typically has developetb D new products each year.
SST's research and development expense for theyhegs ended December 31, 2001, 2000 and 199%243(9,000, $1,771,000 and
$1,376,000, respectively. In 2002, SST expect®inptete construction of its state-of-tha-testing facility in Stockton, California. Asmpaf
the new product development process, SST enginearspperation with sales and marketing staff, tnegularly with architects, engineers,
building inspectors, code officials and custom&esveral new products derived from existing prodinets are developed annually. SST
developed and introduced a pre-fabricated shedrpr@dluct for the new construction market and hgmaded its line of chemical and
mechanical Anchor products. The Company believasdkisting distribution channels are receptivprimduct line extensions, thereby
enhancing SST's ability to enter new markets.

Sales and Marketing

Simpson Strong-Tie's sales and marketiognams are implemented through SST's branch sy&8m currently maintains branches in
Northern and Southern California, Texas, Ohio, @an&ngland, France and Denmark. Each branchvsdéy its own sales force, as w
as manufacturing, warehouse and office facilitiesch branch is responsible for a broad geograpba. 8ranch managers have signific



autonomy in managing their operations. Each isaesiple for setting and executing sales and marfjetirategies that are consistent with the
markets that the branch serves and the goals @dngpany. Each domestic branch is an independefit penter with a cash profit sharing
bonus program based on its own performance. Asdnee time, the domestic branches closely inte¢inate manufacturing activities to
enhance product availability. Branch sales foroghé U.S. are supported by marketing managetsiiméme office in Dublin, California.

The sales force maintains close working relatignskiith customers, develops new business, cal&dhritects, engineers and building
officials and participates in a range of educatiGeminars.

Simpson Strongie sells its products through an extensive digtidn system comprising dealer distributors supmythousands of ret:
locations nationwide, contractor distributors, hareaters, manufacturers of engineered wood prodactsspecialized contractors such as
roof framers. In recent years, sales to home cehi@re been one of the Company's fastest growstghiition channels. A large part of that
growth was sales to The Home Depot which excee@&tl df the Company's consolidated net sales in ehttte last three years (see Note 14
to the Company's consolidated financial statemamds"ltem 7—Management's Discussion and Analysis of Financoaidition and Results
Operations."). SST's DIY and dealer products aeel s build projects such as decks, patio covedssarlf and bench systems. The Comy
believes that SST's increasing diversification imov and growing markets has reduced its vulnétalbil construction industry cycles.

Simpson Strong-Tie dedicates substantsdurces to customer service. SST produces humptdilisations and point-afale marketin
aids to serve specifiers, distributors, retailerd asers for the various markets that it servess&lpublications include general catalogs, as
well as various specific catalogs, such as thosggdnchor System products and the engineeredivenal plated truss industries. The
catalogs and publications describe the productpamdde load and installation information. SSToatsaintains several linked websites
centered on www.strongtie.com, which include caslgroduct and technical information, code repanis other general information related
to SST's product lines and promotional programs.

Simpson Strong-Tie's engineers not onlygeand test products, but also provide engineesupport for customers. This support might
range from the discussion of a load value in alegtto testing a unique application for an existongduct. SST's sales force communicates
with customers in each of its marketing channéisiugh its publications, seminars and frequenscall

Based on its communications with custom@ispson Strong-Tie believes that its productseasential to its customers' businesses, and
it is SST's policy to ship products within a fewydaf receiving the order. Many of SST's custonserye contractors that require rapid
delivery of needed products. Home centers and dealgo require superior service, because of faictg demand. To satisfy these
requirements, SST maintains high inventory leveds, redundant manufacturing capability and soméipieilies to produce the same parts.
SST also maintains information systems that prosales and inventory control and forecasting cdipalsithroughout its network of factori
and warehouses. SST also has special programeritnactors intended to ensure the prompt and telimanufacture and delivery of custom
products.

Simpson Strong-Tie believes that dealertaomde center sales of SST products are significgnéater when the bins and racks at large
dealer and home center locations are adequateligestavith appropriate products. Various retailensycvarying numbers of SST products,
and SST's Retail Specialists are engaged in ongdfogs to inform retailers about other SST praduhat can be
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used in their specific markets and to encourage tteeadd these products to better meet their cust®meeds. Achieving these objectives
requires teamwork and significant inventory comneitits between SST and the distributors and retafReil Specialists play a significant
role in keeping the racks full and extending thedpict lines at the large dealer and home centet.l&hey help retailers order product, set up
merchandising systems, stock shelves, hold praskmtnars and provide SST with daily informationt fisaised to improve service and
product mix.

Simpson Dura-Vent
Overview

Simpson Dura-Vent's venting systems ard tseent gas furnaces and water heaters, gasdiepand stoves, wood burning stoves and
pellet stoves. SDV's metal vents, chimneys and ehininer systems exhaust the products of combustidhe exterior of the building and
have been designed for ease of assembly and safatiom and to achieve a high level of performa®igV produces and markets nearly
2,400 different venting products.

The clean burning characteristics of ndtgas have gained public recognition, resultinghcreased market share for gas appliances in
the new construction and the appliance replacemaniets. As a result, Simpson Dura-Vent has deeelaenting systems, such as Direct-
Vent, to address changes in appliance technologyeses in the cost of natural gas during 200Gten€rst half of 2001, however, reduced
the demand for gas appliances and increased deimaaliernative energy sources. Historically, salfwood burning stoves, considered an
alternative energy source, have increased durieggtberiods of high oil and natural gas pricesearelgy shortages. SDV manufactures
venting systems for use with wood burning stoveselsas other types of appliances. With lower ratgas prices in the later half of 2001,
demand for gas appliances appears to be increagaig.



Simpson Dura-Vent's objective is to exparadket share in all of its distribution channelg eimtering expanding markets that address
energy and environmental concerns. SDV's strategfy ¢apitalize on its strengths in new productettgyment and its established distribution
network and to continue its commitment to high gualnd service. SDV operates manufacturing ancethause facilities in California and
Mississippi.

Products

Simpson Dura-Vent is a leading suppliedofible-wall Type B Gas Vent systems, used for wengias furnaces, water heaters, boilers
and decorative gas fireplaces. SDV's Type B Gag perduct line features heavy-duty quality conginrcand a twist-lock design that
provides for fast and easy job-site assembly coetpar conventional snap together designs. The-taékt design has broader applications
and has been incorporated into SDV's gas, peltttaect vent product lines. SDV also markets @piztd flexible vent connector,
Dura/Connect, for use between the gas applianeeoiliiet and the connection to the Type B Gas Wfetalled in the ceiling. Dura/Connect
offers a simple twist, bend and connect instaltafar water heaters and gas furnaces.

Increases in the price of natural gas, hbeating oil, and electricity have generally resdlin increases in sales of wood burning
appliances. Simpson Dura-Vent's DuraTech and Dlwshimney systems are intended to capitalizéhesd recent energy trends. In
addition to wood burning appliances, demand folepstoves may also be affected by higher energiscén 2001, SDV saw a substantial
increase in sales of its pellet venting productse §rowing gas fireplace market has evolved ini basic types of fireplace: top-vent
fireplaces that are vented with the standard Tyg@&aB Vent and direct-vent fireplaces that use aiapgouble-wall venting system. SDV's
direct-vent system is designed not only to exhthesflue products, but also to draw in outsidd@ircombustion, an important feature in
modern energy-efficient home construction. Thedlixent gas fireplace systems
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provide ease of installation, permitting horizorttabugh-the-wall venting or standard vertical thgb-the-roof venting. SDV has established
relationships with several large manufacturersas gfoves and gas fireplaces to supply directwemting products. In 1996, SDV expanded
its direct-vent product line to include both coaband co-linear direct vent systems for venting gfaves and gas inserts into existing
masonry chimneys or existing factory-built metahcheys.

New Product Developme

Simpson Dura-Vent has gained industry ragam by offering innovative new products that rheleanging needs of customers. SDV
representatives serve on industry committees cordewith issues such as new appliance standardgasednment regulations. SDV's
research and development expense for the three gaded December 31, 2001, 2000 and 1999, was@RB&455,000 and $433,000,
respectively. SDV also maintains working relatiapstwith research and development departments fdrrappliance manufacturers,
providing prototypes for field testing and conduogtiests in SDV's testing laboratory. SDV beliethegt such relationships provide
competitive advantages. For example, SDV introdubedirst direct vent system for direct vent gpplances. In 1999, SDV introduced
DuraTech, a twin-walled insulated chimney systenufse on wood burning stoves, fireplaces and @tifiappliances. This product line has
been designed and manufactured to a new standascteflence. It is constructed from stainless sdadlincorporates blanket insulation for
enhanced safety and efficiency.

Sales and Marketing

Simpson Dura-Vent's sales organization istsisf a director of sales and marketing, a mamgetommunications manager, regional
sales managers, and independent representativeiage®DV markets venting systems for both gaswesamt burning appliances through
wholesale distributors in the United States, CarsathAustralia to the HVAC (heating, ventilatingdaair conditioning) and PHC (plumbing,
heating and cooling) contractor markets, and &pface specialty shop distributors. These custos®iso contractor and DIY markets. SDV
also markets venting products to home center argtiNfzae store chains. SDV has established OEM osigliips with several major gas
fireplace and gas stove manufacturers, which SOM\aes are leaders in the direct-vent gas appliamaeket.

Simpson Dura-Vent responds to technologibahges occurring in the industry through new pebdevelopment and has developed a
reputation for quality and service to its custom@isreinforce the image of quality, SDV producegeasive sales support literature and
advertising materials. Recognizing the difficultyat customers and users may have in understandimgaomplex venting requirements, S
publishes a venting handbook to assist contradmiitding officials and retail outlets with the ence of proper venting. Advertising and
promotional literature has been designed to be hgatistributors and their customers, as well asdcenters and hardware chains.

To enhance its marketing effort, SDV hagatigped a website (www.duravent.com) that incluystesluct descriptions, catalogs and
installation instructions, as well as a direct ItokSDV's customer service and engineering depatsne

Manufacturing Process

The Company has concentrated on makingdtsufacturing processes as efficient as possititeowi compromising quality or flexibilit



necessary to serve the needs of its customersCoimpany has developed and uses automated manirfgguwocesses. The Company's
innovative manufacturing systems and techniques h#owed it to control manufacturing costs, evérlevdeveloping both new products
and products that meet customized requirementspedifications. The Company's
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development of specialized manufacturing proceaksshas permitted increased operating flexibditg enhanced product design innova

The Company is committed to helping pedqpligd safer structures economically through thdgiesengineering and manufacturing of
structural connectors and related products. Toahds the Company has developed a quality managesystem that employs numerous
quality-control procedures, such as computer-geéednaork orders, constant review of parts as theypeoduced and frequent quality testing.
Since 1996, Simpson Strong-Tie's quality managemsystem has been registered under ISO 9001, amati@nally recognized set of quality-
assurance standards. SST is currently working wegistration under the new ISO 9001-2000 standdrd Company believes that ISO
registration is becoming increasingly importantt&. companies.

Simpson Strong-Tie operates manufacturimwarehouse facilities in California, Texas, Olitmrida, Connecticut, lllinois,
Washington, British Columbia, Ontario, England,rié@®, Denmark and Poland. SST also stocks its ptedu&cotland and Chile. Most of
SST's products are produced with a high level tdraation, using progressive dies run in automatsges making parts from coiled sheet
steel at rates that often exceed 100 strokes parteiSST produces over 500 million product pigmasyear. Most of SST's products (SKUs)
are bar coded with UPC numbers for easy identiioatand nearly all of the products sold to hometers are labeled with bar codes. SST
significant press capacity and has multiple digsstome of its high volume products because of #exirio produce these products close to the
customer and to provide backup capacity. The balahproduction is accomplished through a combamatif manual, blanking and
numerically controlled (NC) processes which includieotic welders, lasers and turret punches. Téygbility allows SST to produce
products with little redesign or sep time, facilitating rapid turnaround for customeXew tooling is also highly automated. Dies asignes
and produced using computer aided design (CAD)cantputer aided machining (CAM) systems. CAD/CAM &laifity enables SST to
create multiple dies rapidly and design them tdlstandards. The Company is constantly reviewsgribduct line to reduce manufacturing
costs, increase automation, and take advantagevofypes of materials. For example, over the pestytears SST has introduced three new
products made from an engineered composite plalsécAnchorMate, the StrapMate and the Anchor Badbilizer.

Simpson Dura-Vent operates manufacturirdjwearehouse facilities in California and Missis$il@DV produces component parts for
venting systems using NC-controlled punch presgagped with high-speed progressive and compouoithth SDV's vent pipe and elbow
assembly lines are automated, to produce finisheduets efficiently from large coils of steel adrainum. UPC bar coding and computer
tracking systems provide SDV's industrial enginegrd production supervisors with real-time prodtigtitools to measure and evaluate
current production rates, methods and equipment.

Most of the Company's current and plannadurfecturing facilities are located in geograpkigions that have experienced major nat
disasters, such as earthquakes, floods and huesc&or example, the 1989 Loma Prieta earthquakieithern California destroyed a
freeway and caused other major damage within anfédes of the Company's facilities in San LeandralifGrnia, and the earthquakes in
Northridge, California, in January 1994, destrogeueral freeways and numerous buildings in theoremi which the Company's facilities
Brea are located. The Company has developed aelisasovery plan, but it does not carry earthquagaerance. Other insurance that it
carries is limited and not likely to be adequatedwer all of the Company's resulting costs, bussrieterruption and lost profits in the ever
a major natural disaster in the future. If a ndtdisaster were to render one or more of the Corylpananufacturing facilities totally or
partially unusable, whether or not covered by iasae, the Company's business and financial conditald be materially and adversely
affected.

Regulation

The design, capacity and quality of moghef Company's products and manufacturing processesubject to numerous and extensive
regulations and standards promulgated by goverrahentasi-governmental and industry organizati@ueh regulations and standards are
highly technical and complex and are subject tquest revision. The failure of the Company's praslwc manufacturing processes to con
with any of such regulations and standards coufshinthe Company's ability to manufacture and miaitkgproducts profitably and could
materially and adversely affect the Company's lssirand financial condition.

Simpson Strong-Tie's product lines areetttjp Federal, state, county, municipal and ogieeernmental and quasi-governmental
regulations that affect product design, developitesting, applications, marketing, sales, instiallaand use. Most SST products are
recognized by building code and standards agen&gencies that recognize Company products inclbddrternational Conference of
Building Officials ("ICBQ"), Building Officials andCode Administrators International ("BOCA"), South@uilding Code Congress
International ("SBCCI"), The National Evaluationr@iee, the City of Los Angeles, Dade County, Flaridnd the California Division «



Architecture. These and other code agencies adwojmus testing and design standards and incorptirate into their related building codes.
With the adoption of the International Residen@Galde 2000 section of the IBC, these standards Ibeseme more uniformly applied and are
recognized throughout the country, rather tharhieyjarisdiction covered by the various agencied. 8&hsiders this recognition to be a
significant marketing tool and devotes consideraiffiert to obtaining and maintaining appropriat@myals for its products. SST believes
that architects, engineers, contractors and otlstomers are less likely to purchase structuralywts that lack the appropriate code
acceptance if code-accepted competitive produetaiaailable. SST's management actively participateslustry related professional
associations to keep abreast of regulatory chasuggso provide information to regulatory agencies.

Simpson Dura-Vent operates under a comgulatory environment that includes appliance atting performance standards related
to safety, energy efficiency and air quality. Gasting regulations are contained in the Nationall&as Code ("NFGC"), while safety and
performance regulations for wood burning appliarares chimney systems are contained in a NatiomalFiotection Association standard
("NFPA 211"). Standards for testing gas vents drichneys are developed by testing laboratories asdinderwriter's Laboratories ("UL")
compliance with the American National Standardsitute. Clean air standards for both gas and waodihg appliances are regulated by the
Environmental Protection Agency ("EPA"). Energyi@éncy standards are regulated by the Departniegbergy ("DOE") under the
authority of the National Appliance Energy ConséinraAct. Under this act, the DOE periodically rewis the necessity for increased
efficiency standards with respect to gas furnacelsgas water heaters. A substantial percentag®¥WfsSType B Gas Vent sales are for gas
furnaces and gas water heaters. Minimum appliafiicéeacy standards might be adopted that couldatiggly affect sales of Type B Gas
Vents, which could materially and adversely affbet Company's operating results and financial d@iThe standards and regulations
contained in the NFGC and NFPA 211 are ultimatelgpded by national building code organizations sasthCBO, BOCA and SBCCI. In
turn, the various building codes are adopted bgllownicipalities, resulting in enforcement through building permit process. Safety, air
quality and energy efficiency requirements are ex@d by local air quality districts and municipig# by requiring proper UL, EPA and DOE
labels on appliances and venting systems.

Competition

The Company faces a variety of competitioall of the markets in which it participates. $ltompetition ranges from subsidiaries of
large national or international corporations to Bmegjional manufacturers. While price is an impottfactor, the Company competes
primarily on the basis of
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quality, breadth of product line, technical suppsetrvice, field support and product innovation.aA®sult of differences in structural design
and building practices and codes, Simpson Stroefs Tinarkets tend to differ by region. Within thesgions, SST competes with companies
of varying size, several of which also distributeit products nationally.

The venting industry is highly competitivany of Simpson Dura-Vent's competitors have grefahancial and other resources than
SDV. SDV's principal competitors include the Sekkiletalbestos Division of U.S. Industries, Inc.,rt& Cooley, Inc. and American Metal
Products, Inc. (both now owned by Tomkins PLC), &iétab, Inc. and the Air Jet Division of GenerabdRicts Co. The Company believes
that Metal-Fab, Inc. and Air Jet tend to be moggaral than SDV, and that they have smaller shafréise national market than SDV.

Raw Materials

The principal raw material used by the Campis steel, including stainless steel, and isgaly ordered to specific American Society
of Testing and Materials ("ASTM") standards. Other materials include aluminum, aluminum alloys aedamic and other insulation
materials, which are used by Simpson Dura-Vent,camtbns, which are used by both SST and SDV. Tdragainy purchases raw materials
from a variety of commercial sources. The Compapsastice is to seek cost savings and enhanceiygbglpurchasing from a limited
number of suppliers.

The steel industry is highly cyclical amitps for the Company's raw materials are infludnme numerous factors beyond the Comps:
control, including general economic conditions, peitition, labor costs, import duties and other éregstrictions. In March 2002, the United
States imposed a tariff on several types of imglsteel which in turn could increase the cost eélsto the Company. The Company might
not be able to increase its product prices in artsotlmat correspond to increases in raw materigtepmwithout materially and adversely
affecting its sales and profits. See "ltem 7—Mamaget's Discussion and Analysis of Financial Conditatnd Results of Operations." The
Company historically has not attempted to hedgénagehanges in prices of steel or other raw malteri

Patents and Proprietary Rights

The Company's subsidiaries have U.S. areigo patents, the majority of which cover produbes they currently manufacture and
market. These patents, and applications for neengstcover various design aspects of the submdigaroducts, as well as processes used in
their manufacture. The Company's subsidiaries anéruing to develop new potentially patentabledorets, product enhancements and
product designs. Although the Company's subsidiat@not intend to apply for additional foreigngrets covering existing products, the
Company has developed an international patent anogo protect new products that its subsidiarieg develop.



The Company's ability to compete effectweith other companies depends in part on its fgtiiti maintain the proprietary nature of its
technology. There can be no assurance, howevay,the degree of protection afforded by these patenthe likelihood that patents will iss
pursuant to pending patent applications. Furtheemttiere can be no assurance that others willhaiepiendently develop the same or similar
technology, develop around the patented aspeetsyobf the Company's products or proposed prodacistherwise obtain access to the
Company's proprietary technology.

In addition to seeking patent protectidre €Company also relies on unpatented proprietahn@ogy to maintain its competitive
position. Nevertheless, there can be no assuraatéhie Company will be able to protect its knowvtar other proprietary information.

In attempting to protect its proprietarjoirmation, the Company expects that it may someditreenecessary to initiate lawsuits against
competitors and others that the Company believes ha
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infringed or are infringing the Company's rights.such an event, the defendant may assert cowasitascto complicate or delay the litigation
or for other reasons. If the Company were to bélen@ maintain the proprietary nature of its sfigaint products, the Company's business
and financial condition could be materially and excbely affected.

Acquisitions and Expansion into New Markets

The Company's future growth, if any, mapeted to some extent on its ability to penetrate mawkets, both domestically and
internationally. See "Industry and Market Trendstl 8Business Strategy." Therefore, the Company imalye future pursue acquisitions of
product lines or businesses. Acquisitions involuenarous risks, including difficulties in the asdation of the operations and products of the
acquired companies, the diversion of managemei¢'stion from other business concerns, risks oégmg markets in which the Company
has little or no direct prior experience, and theéeptial loss of key employees of the acquired camypIn addition, future acquisitions by the
Company may result in potentially dilutive issuanoé equity securities, the incurring of additiodabt, and impairment and amortization
expenses related to goodwill and other intangiblets, all of which could adversely affect the Camys profitability. If an acquisition
occurs, no assurance can be given as to its effettte Company's business or operating results'|®ee 7—Management's Discussion and
Analysis of Financial Condition and Results of Cgiems."

Construction customs, standards, technigndsmethods in international markets differ frdrose in the United States. Laws and
regulations applicable in new markets for the Comypare unfamiliar to the Company and compliance begubstantially more costly than
the Company anticipates. As a result, it may beconewessary for the Company to redesign produdis iovent or design new products in
order to compete effectively and profitably outsile United States or in markets that are newedCtbmpany in the United States. The
Company expects that significant time will be regdifor it to generate substantial sales or prafitsew markets.

Other significant challenges to conductiginess in foreign countries include, among othetors, local acceptance of the Company's
products, political instability, currency controtdhianges in import and export regulations, chamg&iff and freight rates, and fluctuations
foreign exchange rates. There can be no assuraatcthe Company will be able to penetrate thes&etsior that any such market penetra
can be achieved on a timely basis or profitablyhé&f Company is not successful in penetrating thesdets within a reasonable time, it will
be unable to recoup part or all of the significanestments it will have made in attempting to doSee "Business Strategy” and "Industry
and Market Trends."

In January 2001, Simpson Strong-Tie Intéonal, Inc. ("SSTI"), a subsidiary of the Compaaggquired 100% of the shares of BMF
Bygningsbeslag A/S ("BMF") of Denmark for $13.6 loih in cash. BMF manufactures and distributes emtor products in northern and
central Europe. In August 2001, the German subsidibBBMF purchased the remaining 51% stake in dd-Simpson GmbH for
approximately $0.6 million in cash. In December @0BST purchased the assets of Masterset Fastepstgms, Inc. ("Masterset") for
approximately $2.3 million in cash plus an earmofutip to $0.3 million. Masterset sells a systensécially designed powder actuated
fasteners and installation tools. In July 2000, [&on Strong-Tie purchased the assets of AnchoowWirdBystems, Inc. ("ATS"). ATS
manufactures and distributes the MBR product liseduto anchor multi-story buildings with a threaded hold down system. The purchase
price was approximately $4.6 million in cash. Ie third quarter of 1999, SSTI purchased the asddiarfix Products Limited and Easy
Arches Limited (together, "Furfix"), which manufaog a line of structural connectors for the wood arasonry construction markets in the
United Kingdom and Europe. The purchase price wasoximately $7.8 million in cash plus an earncasdxd on future operating
performance. Included in the purchase price westsaassociated with the closure of Furfix's exgstarcility and integration into
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SSTI's facility in Tamworth, England. See "ltem 7-ahvigement's Discussion and Analysis of Financiald@ion and Results of
Operation—Liquidity and Sources of Capital



Seasonality and Cyclicality

The Company's sales are seasonal, wittatipgrresults varying from quarter to quarter. Witime exceptions, the Company's sales and
income have historically been lower in the firstldaurth quarters and higher in the second and turarters of the year, as retailers and
contractors purchase construction materials inateespring and summer months for the construceason. In addition, demand for the
Company's products and the Company's results gatipes are significantly affected by weather ctinds, such as unseasonably warm,
or wet weather, which affect, and sometimes defegcoelerate, installation of certain of the Conmysproducts. Political and economic
events can also affect the Company's revenuesCohgany has little control over the timing of custr purchases, and sales anticipated in
one quarter may occur in another quarter, theréflegtang both quarters' results. In addition, then@any incurs significant expenses as it
develops, produces and markets its products igipation of future orders. Products typically angpped as orders are received, and
accordingly the Company operates with little bagklas a result, net sales in any quarter genedapend on orders booked and shipped in
that quarter. A significant portion of the Compangperating expenses are fixed, and planned expeasliare based primarily on sales
forecasts. If sales fall below the Company's exqieis, operating results would be adversely afféor the relevant quarters, as expenses
based on those expectations will already have beemred. See "ltem 7—Management's Discussion amalyais of Financial Condition and
Results of Operations."

The Company's principal markets are intthiédding construction industry. That industry ibfect to significant volatility as a result of
fluctuations in interest rates, the availabilityopédit to builders and developers, inflation ratesather and other factors and trends, none of
which is within the Company's control. Declinecommercial and residential construction may be etqueto reduce the demand for the
Company's products. The Company cannot provideagayrance that its business will not be adverdédgtad by future negative economic
or construction industry performance or that futdeelines in construction activity or the demandtfee Company's products will not have
material adverse effects on the Company and itméss and financial condition. See "ltem 7—Managafadiscussion and Analysis of
Financial Condition and Results of Operations."
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Product Liability

The Company designs and manufactures nfidtst standard products and expects that it wilitewe to do so. The Company employs
engineers and designers to design and test itspi®dnder development. In addition, the Companytaias a quality control system. The
Company has on occasion found manufacturing flamtsiproducts. In addition, the Company purchdses third party suppliers raw
materials, principally steel, and finished goods thre produced and processed by other manufagtdiee Company also has on occasion
found flaws in raw materials and finished goodsdpiced by others, some of which flaws have not laggarent until after the products were
installed by customers. Many of the Company's petslare integral to the structural soundness ersfifety of the buildings in which they :
used. As a result, if any flaws exist in the Compaproducts (as a result of design, raw materiah@nufacturing flaws) and such flaws are
not discovered and corrected before the Compangthupts are incorporated into structures, the siras could suffer severe damage (suc
collapse or fire) and personal injury could restiti.the extent that such damage or injury is netoed by the Company's product liability
insurance, and if the Company were to be foundatelbeen negligent or otherwise culpable, the Compad its business and financial
condition could be materially and adversely affddig the necessity to correct such damage andmpensate persons who might have
suffered injury.

Furthermore, in the event that a flaw scdivered after installation but before any damagejory occurs, it may be necessary for the
Company to recall products, and the Company mdiabke for any costs necessary to retrofit the @#d structures. Any such recall or
retrofit could entail substantial costs and advgra#fect the Company's reputation, sales and firrcondition. The Company does not carry
insurance against recall costs, and its produlsiiitiainsurance may not cover retrofit costs.

No assurance can be given that claimsnatlloe made against the Company with regard to daraadestruction of structures
incorporating Company products resulting from airatdisaster. Any such claims, if asserted, coudderially and adversely affect the
Company.

Environmental, Health and Safety Matters

The Company is subject to environmentaklawd regulations governing emissions into thedéscharges into water, and generation,
handling, storage, transportation, treatment asgatial of waste materials. The Company is alscestib) other Federal and state laws and
regulations regarding health and safety matters.Jompany's manufacturing operations involve tleaisolvents, chemicals, oils and ot
materials that are regarded as hazardous or togithe use of complex and heavy machinery and ewgnipthat can pose severe safety
hazards (especially if not properly and carefulbed). Some of the Company's products also incotgomnaterials that are hazardous or toxic
in some forms (such as zinc and lead, which ard ilssome steel galvanizing processes) or expldsiveh as the powder used in its powder
actuated tools). The Company believes that it ldaimed all material licenses and permits requingénvironmental, health and safety laws
and regulations in connection with the Company&ratons and that its policies and procedures cpinphll material respects with existing
environmental, health and safety laws and regulatit is possible that additional licenses or permay be required, that the Company's
policies and procedures might not comply in alpezds with all such laws and regulations or, e¥éney do, that employees might fail or
neglect to follow them in all respects, and that @ompany's generation, handling, use, storagesgoatation, treatment or disposal



hazardous or toxic materials, machinery and equipmméght cause injury to persons or to the envirenimin addition, properties occupied
the Company may be contaminated by hazardous @r $akstances and remedial action may be requirednae time in the future. It is also
possible that materials in certain of the Compapsgslucts could cause injury or sickness. Relelaam$ and regulations could also be
changed or new ones could be adopted that redu@r€dmpany to obtain additional licenses and peraritl cause the Company to incur
substantial
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expense. Any such event or contamination could bawvaterial adverse effect on the Company andhjigdity, results of operations and
financial condition. See "Regulation."”

Employees and Labor Relations

As of March 1, 2002 the Company had 1,88ktime employees, of whom 1,257 were hourly ergpkes and 638 were salaried
employees. The Company believes that its overafipgnsation and benefits for the most part exceshasiiny averages and that its relations
with its employees are good.

The Company is dependent on certain keyagament and technical personnel, including Thontyers, Michael J. Herbert,
Stephen B. Lamson, Barclay Simpson and Donald MurBend. The loss of one or more key employees duatd a material adverse effect
on the Company. The Company's success will alserttepn its ability to attract and retain additiohiglhly qualified technical, marketing
and management personnel necessary for the manteaad expansion of the Company's activities.Jtmpany faces strong competition
for such personnel and there can be no assuraatcthéhCompany will be able to attract or retaichspersonnel.

A significant number of the Company's engpkes at two of the Company's major manufacturicgifi@s are represented by labor uni
and are covered by collective bargaining agreem@mis of the Company's collective bargaining agreets cover the Company's sheetmetal
workers and its tool and die craftsmen in Brea.seEh&vo contracts expire in June 2004 and Febru@d$,2espectively. Two other contracts,
covering tool and die personnel and sheetmetal @rerin San Leandro, expire in June 2003 and JW3 2@spectively. Simpson Strofige's
Manteca, California, facility was also recently amized. The collective bargaining agreement thelleewpire in September 2007. A work
stoppage or interruption by a significant numbethef Company's employees could have a materiahdwerse effect on the Company and its
business and financial condition.
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Item 2. Properties.
Properties

The Company maintains its home office irbliny California, and other offices, manufacturiugd warehouse facilities elsewhere in
California and in Texas, Ohio, Florida, Mississigfiinois, Connecticut, Washington, British ColurapOntario, England, Scotland, France,
Denmark, Germany and Poland. As of March 15, 2682 Company's facilities were as follows:

Approximate

Square Owned or Lease

Location Footage Leased Lessee Expires Function

Dublin, California 35,40( Leaser Company 2007 Office

San Leandro, California 47,10( Ownec(1) Office, Manufacturing and
Warehoust

San Leandro, California 71,00( Ownec Office, Manufacturing and
Warehoust

San Leandro, Californi 57,00( Lease(2) SST 200¢ Manufacturing and Warehou

San Leandro, Californi 48,00( Ownec Office and Warehous

San Leandro, Californi 27,00( Ownec Manufacturing and Warehou

San Leandro, Californi 61,80( Leaser SST 200z Warehoust

Brea, California 50,70( Ownec Office, Manufacturing and
Warehoust

Brea, Californie 78,00( Ownec Office and Warehous

Brea, California 30,50( Ownec Office, Manufacturing and
Warehoust

Brea, Californic 42,90( Ownec Warehoust



Brea, Californic 19,20( Ownec Warehoust

McKinney, Texas 84,30( Ownec Office, Manufacturing and
Warehoust

McKinney, Texas 117,10( Ownec Office and Warehous

Columbus, Ohio 153,50( Lease(3) SST 200t Office, Manufacturing and
Warehoust

Jacksonwville, Floridi 74,60( Leaser SST 200¢ Office and Warehous

Addison, lllinois 52,40( Leaser SST 200z Office, Manufacturing and
Warehoust

Enfield, Connecticu 55,10( Leaser SST 200: Office and Warehous

Kent, Washington 24,00( Lease: SST 200¢ Office, Manufacturing and
Warehoust

Manteca, California 135,70( Lease: SST 200t  Office, Manufacturing and
Warehoust

Visalia, California 50,00( Ownec Warehoust

Tamworth, England 78,10( Leaser SST(4) 201z Office, Manufacturing and
Warehoust

Glasgow, Scotlan 3,00( Leaser SST(4) 200z Warehoust

Vacaville, California 125,00( Leasei(5) SDV 2007 Office, Manufacturing and
Warehoust

Vacaville, California 120,30( Ownec Office, Manufacturing and
Warehoust

Vicksburg, Mississippi 302,00t Ownec Office, Manufacturing and
Warehoust

Fontana, Californii 17,90( Leaser SDV 200z Warehous:t

Langley, British Columbi 19,70( Leaser SST(6) 201C Warehoust

Brampton, Ontario 104,00( Leaser SST(6) 200¢ Office, Manufacturing and
Warehoust

Odder, Denmark 162,50( Ownec Office, Manufacturing and
Warehoust

Syke, German 10,30¢( Ownec Office and Warehous

Warsaw, Polan 8,30( Leaser SST(7) 200z Office and Warehous

St. Gemme La Plaine, 99,00( Ownec Office, Manufacturing and

France Warehoust

(1) The Company purchased this property from Simpswadtment Company, a related party, in 2001 for agprately $1.7 million. Se
Note 9 and Note 12 to the Consolidated FinancileBtents contained
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elsewhere herein.

2 Lessor is Doolittle Investors, a related party. Se¢e 9 to the Consolidated Financial Statementsatoed elsewhere herein.

3) Lessor is Columbus Westbelt Investment Compangladed party. See Note 9 to the Consolidated FiahS8tatements contained
elsewhere herein.

4) Lessee is Simpson Strong-Tie International, Inevhally-owned subsidiary of SST.
(5) Lessor is Vacaville Investors, a related party. Sete 9 to the Consolidated Financial Statementsaioed elsewhere herein.
(6) Lessee is Simpson Strong-Tie Canada, Ltd., a wimliged subsidiary of SST.

@) Lessee is BMF Bygningsbeslag A/S, a wholly-ownedokatiary of SST.

The Company owns approximately 47 acredtatkton, California, and has commenced constmaiioresearch and development,
manufacturing and warehousing facilities. The nauilities are expected to be completed and occupi2802. The Company also owns 63
acres of undeveloped land in McKinney, Texas.

The Company has vacated facilities thitased in Vicksburg, Mississippi, and is attemptimgublease these facilities. The Lessor of
this Vicksburg facility is Vicksburg Investors, elated party. See Note 9 to the Consolidated FinhBtatements contained elsewhere herein.
The Company has also vacated its facility in Indf@alis, Indiana



The Company's manufacturing facilities egeipped with specialized equipment and use extersitomation. The Company considers
its existing and planned facilities to be suitadohel adequate for its operations as currently carduand as planned through 2002. The
manufacturing facilities currently are being opedatvith one full shift and at most plants witheddt a partial second or third shift. The
Company anticipates that it may require additidaailities to accommodate possible future growth.

Item 3. Legal Proceedings.

From time to time, the Company is invohmditigation that it considers to be in the nornsalrse of its business. No such litigation
within the last five years resulted in any matelgak. The Company is not engaged in any legalgeaiogs as of the date hereof, which the
Company expects individually or in the aggregatkaee a material adverse effect on the Compameasiial condition or results of
operations.

Item 4. Submission of Matters to a Vote of Securityolders.
No matters were submitted to a vote of gcholders during the fourth quarter of the fisgaar covered by this report.
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PART Il
Item 5. Market for Registrant's Common Equity and Related Stockholder Matters.

The Company's Common Stock is listed on\te York Stock Exchange ("NYSE") under the symi&$D." The following table shov
the range of high and low closing sale prices pare of the Common Stock as reported by the NY$Ehocalendar quarters indicated:

Market Price

Quarter High Low
2001
Fourth $ 57.300C $ 49.090(
Third 59.900( 47.000(
Second 60.500( 47.200(
First 54.812! 49.300(
2000
Fourth $ 51.0000 $ 41.750(
Third 50.875( 44.562!
Second 53.000( 39.312!
First 45.625( 38.875(

The Company estimates that as of Marct2@@2, approximately 3,350 persons owned shardseafbmpany's Common Stock either
directly or through nominees.

The Company currently intends to retairflitsire earnings, if any, to finance operations fumd internal growth and does not anticipate
paying cash dividends on the Company's Common Stwdke foreseeable future. Future dividendsnif,awill be determined by the
Company's Board of Directors, based on the Compaarnings, cash flow, financial condition and ofaetors deemed relevant by the
Board of Directors. In addition, existing loan agments require the Company to maintain TangibleWetth of $180.0 million plus 50% of
net profit after taxes for each fiscal year endiftgr December 31, 2001. This requirement may lihdtamount that the Company may pay
out as dividends on the common stock. As of Decer@be2001, the Company had a Tangible Net Wort®2577.1 million.

In February 2002, the Board of Directorthatized the Company, for a period of one yeahup back up to $35 million of the
Company's common stock. In the second half of 28@Company repurchased 134,280 shares of its constock at an average price of
approximately $43.95 per share.
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Item 6. Selected Financial Data.

The following table sets forth selectedsaitated financial information with respect to thempany for each of the five years ended
December 31, 2001, 2000, 1999, 1998 and 1997,atbfrom the audited Consolidated Financial Statésneithe Company (restated for the
effect of the accounting change for inventory vabrafrom the last-in, first-out method to the fiig, first-out), the most recent three years of

which appear elsewhere herein. The data preseeted ishould be read in conjunction with the Cordattied Financial Statements and rel:
Notes thereto and "lten—Management's Discussion and Analysis of Finar@aldition and Results of Operations" included elsens

herein.

(Dollars in thousands, except

Year Ended December 31,

per share data 2001 2000 1999 1998 1997
Statement of Operations Data
Net sales $ 415,86 $ 369,08 $ 328,44( $ 279,08. $ 246,07
Cost of sale: 257,78! 225,62¢ 197,70: 170,53¢ 149,61:
Gross profit 158,07¢ 143,45¢ 130,73¢ 108,54: 96,46
Selling expens 42,23( 37,41( 32,20: 24,70¢ 23,11:
General and administrative expel 50,03: 44,63¢ 37,84t 33,10( 30,35¢
Income from operatior 65,81¢ 61,41¢ 60,68¢ 50,737 42,99(
Interest income, ne 1,587 3,01( 1,66¢ 94( 42¢
Income before income tax 67,40 64,42t 62,35¢ 51,67 43,41¢
Provision for income taxe 27,61¢ 26,29¢ 25,02: 20,83 17,63¢
Minority interest (734) (1,24¢) — — I
Net income $ 40,51¢  $ 39,37t $ 37,337 $ 30,84 $ 25,78:

————— —— —— —— —
Diluted net income per share of common st $ 32¢ $ 32C $ 3.0t % 25¢ $ 2.1t

As of December 31,
(Dollars in thousands) 2001 2000 1999 1998 1997
Balance Sheet Data
Working capital $ 194,26. $ 168,00 $ 141,14 $ 105,86( $ 83,81
Property, plant and equipment, | 81,41( 63,820 61,14 54,96¢ 42,92¢
Total asset 329,61: 279,57( 246,34: 191,81° 151,28:
Total debt 6,67 2,40t 2,76¢ 2,89¢ 30
Total liabilities 41,49t 35,13« 36,66¢ 30,31: 21,81«
Total stockholders' equi 288,11° 243,68: 209,67¢ 161,49¢ 129,46°
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Selected Quarterly Financial Data (Unaudited)

2001 2000
(Dollars in thousands, Fourth Third Second First Fourth Third Second First



except per share data) Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter

Net sales $ 93,53t $ 111,66: $ 115,84: $ 94,82 $ 85,59¢ $ 101,04¢ $ 97,82¢ $ 84,61
Cost of sales 60,79¢ 68,92( 70,38: 57,68¢ 56,35t 60,02¢ 58,46¢ 50,77¢
Gross profit 32,74( 42,741 45,46: 37,13¢ 29,24+ 41,02( 39,36( 33,83¢
Selling expense 10,85¢ 10,42% 10,17: 10,77¢ 9,32 9,80¢€ 9,72¢ 8,55%
General and administrative expens 11,28¢ 12,47¢ 14,37¢ 11,89« 9,68: 12,65¢ 11,647 10,64¢
Income from operations 10,60( 19,84( 20,91 14,46: 10,23¢ 18,55¢ 17,98¢ 14,63¢
Interest income, net 38t 44¢ 29t 46C 91€ 827 623 644
Income before income taxes 10,98¢ 20,28¢ 21,20¢ 14,92 11,15¢ 19,38¢ 18,607 15,27¢
Provision for income taxes 4,18¢ 8,191 9,001 6,241 4,46¢ 7,987 7,65t 6,18¢
Minority interest (5) (20) (412) (29¢) (28)) (274 (495) (19€)
Net income $ 6,80z $ 12,117 $ 12,61¢ $ 8,98( $ 6,967 $ 11,67 $ 11,447  $ 9,28¢

IEEEE——" IS SN S S S S S
Diluted net income per share of

common stock $ 05t $ 0.9¢ $ 1.0 % 0.7  $ 057 $ 09 $ 09z $ 0.7¢€
IEEEEEES IS IS LSS NN B N

The Company's results of operations fluetdisom quarter to quarter. The fluctuations anesea by various factors, primarily the
increase in construction activity during warmer tianof the year.
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Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operations.

This document contains forwatdeking statements, based on numerous assumptimhsubject to risks and uncertainties. Although
Company believes that the forward-looking statesiant reasonable, it does not and cannot give asyi@nce that its beliefs and
expectations will prove to be correct. Many factoosild significantly affect the Company's operasiamd cause the Company's actual res
to be substantially different from the Company[seexations. Those factors include, but are nottéohio: (i) general economic and
construction business conditions; (ii) customeregtance of the Company's products; (iii) materatsl manufacturing costs; (iv) the
financial condition of customers, competitors anggiers; (v) technological developments; (vi) ieased competition; (vii) changes
capital market conditions; (viii) governmental ahdsiness conditions in countries where the Compgamgducts are manufactured and sold;
(ix) changes in trade regulations; (x) the effetaoquisition activity; (xi) changes in the Companylans, strategies, objectives, expectations
or intentions; and (xii) other risks and uncertag# indicated from time to time in the Companyiisgs with the Securities and Exchange
Commission. Actual results might differ materidittym results suggested by any forward-looking stetets in this report. The Company does
not have an obligation to publicly update any fordiooking statements, whether as a result of theipt@d new information, the occurren
of future events or otherwise.

The following is a discussion and analydithe consolidated financial condition and resafteperations for the Company for the years
ended December 31, 2001, 2000 and 1999, and aficéactors that may affect the Company's prospedinancial condition and results of
operations. The following should be read in conjiomcwith the Consolidated Financial Statements restated Notes appearing elsewhere
herein.

Overview

Annual net sales of the Company increa$e@%2 to $415.9 million in 2001 from $328.4 milliom1999. The increase in net sales
resulted primarily from increased geographic disttion and a broadening of the Company's customse hnd product lines, both internally
and through acquisitions. Net sales increased @1 2m 1999 in all regions of the United Stateghwabove average rates of growth in
California, although the net sales growth rate a@tifGrnia from 2000 to 2001 was below average elcent years, sales to home centers have
been one of the Company's fastest growing distohuthannels. A large part of that growth were séaeThe Home Depot which exceeded
10% of the Company's consolidated net sales in efttte last three years. (see Note 14 to the Cagipaonsolidated financial statements
and "ltem 1. Business. Simpson Strong-8ales and Marketing. Expansion into overseas markets also contribtaghe net sales growth
over the last three years, primarily due to theugition of BMF in January 2001. Gross profit mardiecreased to 38.0% in 2001 from 39.
in 1999. The decrease was primarily due to lowengma at BMF. In March 2002, the United States isgaba tariff on several types of
imported steel which in turn could increase the cbsteel to the Company. See "ltem 1. Busineasv Rlaterials." Income from operations
as a percentage of net sales decreased to 15.890infrom 16.6% in 2000 and 18.5% in 1999.
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Results of Operations

The following table sets forth, for the y®andicated, the percentage of net sales of ceitexins in the Company's consolidated
statements of operations.

Years Ended December 31,

2001 2000 1999
Net sales 100.(% 100.(% 100.(%
Cost of sale! 62.(% 61.1% 60.2%
Gross profit 38.(% 38.9% 39.&8%
Selling expens 10.2% 10.1% 9.8%
General and administrative expel 12.(% 12.1% 11.5%
Income from operatior 15.8% 16.€% 18.5%
Interest income, ne 0.4% 0.8% 0.5%
Income before income tax 16.2% 17.5% 19.(%
Provision for income taxe 6.€% 7.1% 7.6%
Minority interest (0.2%) (0.2%) —
Net income 9.7% 10.7% 11.4%
| | |

Comparison of the Years Ended December 31, 2001 a2800
Net Sale:

Net sales increased 12.7% to $415.9 miitioR001 from $369.1 million in 2000. Net salesSifipson Strong-Tie's products increased
13.8% to $345.8 million in 2001 from $303.8 million2000, while net sales of Simpson Dura-Ventxlpcts increased by 7.3% to
$70.1 million in 2001 from $65.3 million in 2000D¥ accounted for approximately 16.9% of the Compmitgtal net sales in 2001, a
decrease from 17.7% in 2000. The increase in he$ s& SST resulted from an increase in sales wlifset by a small decrease in average
prices, while the increase in net sales at SDVItedirom an increase in sales volume. The majarfitthe Company's sales growth occurred
domestically, although international sales contebito the annual increase, due almost entireBM®&, which was acquired in the
January 2001. See "ltem 1. Business. AcquisitiomisExpansion into New Markets." Home centers wasdbktest growing connector sales
channel. The sales increase was broad-based acoss®f SST's major product lines. SST's Anchotedys product lines had the highest
percentage growth rate in sales. SDV's chimneypafidt vent product lines had the highest sales/tiroates while the Direct-Vent product
line declined as compared to sales in 2000.

Gross Profit

Gross profit increased 10.2% to $158.1iamlin 2001 from $143.5 million in 2000. As a partage of net sales, gross profit decreased
to 38.0% in 2001 from 38.9% in 2000. This decreaas primarily due to lower gross profit margin®8aF.

Selling Expense

Selling expense increased 12.9% to $42limin 2001 from $37.4 million in 2000. The inege was primarily due to higher personnel
costs related to the increase in the number o sald merchandising personnel as well as increasadissions to sales agents who
represent SST's Anchor Systems product line. Priomadtexpenses also contributed to the increasellmg expenses.
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General and Administrative Expense

General and administrative expenses ineck&8.1% to $50.0 million in 2001 from $44.6 miflimm 2000, but decreased slightly as a
percentage of net sales to 12.0% in 2001 from 12m2000. The increase was primarily due to andase in the bad debt reserve related to &
significant customer, to higher costs related titawhal administrative personnel, including thesdMF, and to nc-cash charges related



the amortization of intangible assets including Klesbuilder.com LLC software license and the godidefiacquired businesses. Partially
offsetting this increase was a decrease in cadii pharing.

European Operation

For its combined European operations, the@any recorded an after-tax net loss of $2.1 onilin 2001, including approximately
$0.5 million in nondeductible goodwill amortizatiassociated with BMF, compared to after-tax nesdasof $1.7 million in 2000. These
losses are primarily associated with the Compddisand Denmark operations. Lower gross marginsaamdrtization of the intangible ass
associated with the acquisitions of Furfix and BME well as depreciation, selling and administeatiosts incurred related to the growing
operations, contributed significantly to the losSdse Company expects the losses in Europe toragmthrough at least 2003.

Other Information

In December 2001, Keybuilder.com, LLC wéssdlved. The Company continues to hold a 30%éstdn Keymark Enterprises, LLC
("Keymark") which is continuing to develop the Kegrk software. Keymark has not and is not expeaeagkherate significant revenues or
profits. The Company hopes that the software thdeiveloped by Keymark will also benefit SST's fetconnector sales through continued
specification of its products.

Comparison of the Years Ended December 31, 2000 ai899
Net Sale:

Net sales increased 12.4% to $369.1 miilio2000 from $328.4 million in 1999. Net salesSiinpson Strong-Tie's products increased
16.4% to $303.8 million in 2000 from $260.9 millian1999, while net sales of Simpson Dura-Ventsprts decreased by 3.2% to
$65.3 million in 2000 from $67.5 million in 1999D¥ accounted for approximately 17.7% of the Compmitgtal net sales in 2000, a
decrease from 20.6% in 1999. The increase in hes$ s& SST resulted from an increase in sales volamd a small increase in average pri
while the decrease in net sales at SDV resulted &alecrease in sales volume, offset slightly binarease in average prices. The decree
sales volume at SDV may have resulted, at legsaiig from a reduction in demand for venting praddor natural gas burning appliances as
a result of higher natural gas prices. Most ofGloenpany's sales growth occurred domestically, @aetly in California. International sales
contributed to the annual increase, due in patteccquisition of Furfix in the third quarter 3#99. See "ltem 1. Business. Acquisitions and
Expansion into New Markets." Contractor distribstand home centers were the fastest growing coomeales channels. The sales increase
was broad-based across most of SST's major prtidast SST's Strong-Wall and Anchor Systems protines had the highest growth rates.
With the exception of pellet vent products, sale2000 of all of SDV's major product lines declirmanpared to sales in 1999.

Gross Profit

Gross profit increased 9.7% to $143.5 wnillin 2000 from $130.7 million in 1999. As a perigye of net sales, gross profit decreased to
38.9% in 2000 from 39.8% in 1999. This decrease pvasarily
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due to increased costs related to slow moving itorgmeserves as a result of excess inventory e€ifipally identified stock items.
Selling Expense

Selling expense increased 16.2% to $37lkbmin 2000 from $32.2 million in 1999. The inage was primarily due to higher personnel
costs related to the increase in the number of sald merchandising personnel, particularly thesedated with selling the Anchor Systems
product line, as well as increased promotional agps.

General and Administrative Expense

General and administrative expenses inerk&.9% to $44.6 million in 2000 from $37.8 mitli;m 1999, and increased as a percentage
of net sales to 12.1% in 2000 from 11.5% in 199% ihcrease was primarily due to higher personnélather administrative overhead costs,
including costs associated with the operation oftglder.com and the acquisitions of Furfix in 1988 ATS and Masterset in 2000. See
"ltem 1. Business. Acquisitions and Expansion ieaw Markets." Cash profit sharing expenses alseased relative to 1999 as a result of
higher operating income through the first nine rhgraf 2000.

European Operation

For its combined European operations, then@any recorded an after-tax net loss of $1.7 onilin 2000 compared to afteax net losse
of $1.8 million in 1999. These losses were prinyaagsociated with the Company's UK operations. Aization of the intangible asse



associated with the acquisition of Furfix as welldepreciation on capital equipment and other adinéive overhead costs incurred related
to the growing operations contributed significantythe losses.

Other Information

In July 2000, Simpson Strong-Tie purchabedassets of ATS which manufactures and distribtite MBR product line used to anchor
multi-story buildings with a threaded rod hold dosystem. The purchase price was approximately i®dlion in cash. In December 2000,
SST purchased the assets of Masterset for appreedyr®2.3 million in cash plus an earnout of uB@3 million. Masterset sells a quality
system of specially designed powder actuated fasteand installation tools.

In the first quarter of 2000, Simpson Sg-drie and Keymark Enterprises, Inc., formed Keytbetilcom, LLC to develop software and
services that can link designers, engineers andibgimaterial suppliers and assist engineersendésign and construction of residential
structures. Effective January 1, 2001, the Comptimppugh the exercise of an option, acquired 30%eyfmark,

Liquidity and Sources of Capital

The Company's liquidity needs arise priatlipfrom working capital requirements, capital ergitures and asset acquisitions. During
three years ended December 31, 2001, the Compameled primarily on internally generated fundgit@nce these needs. The Company's
working capital requirements are seasonal witthigaest working capital needs typically occurringhie second and third quarters of the
year. Cash and cash equivalents were $95.9 méiieh$59.4 million at December 31, 2001 and 200fheetively. Working capital we
$194.3 million and $168.0 million at December 3202 and 2000, respectively. As of December 31, 20@L.Company had approximately
$6.7 million in debt outstanding and had availablé unused credit facilities of approximately $23nillion.
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The Company had cash flows from operatttiyigies of $73.3 million, $30.9 million and $36mGillion for 2001, 2000 and 1999,
respectively. In 2001, cash was provided by netrime, before removing Keymark's share of the lolsdae to the Keybuilder.com, LLC joint
venture, of $39.8 million and noncash expensed) asdepreciation and amortization, of $15.6 nrlli@perating cash flows were also
increased by decreases in inventories and tradmiatreceivable of approximately $12.1 millionftie aggregate, and an increase in inc
taxes payable of approximately $6.3 million. Thé&ahae of the cash used in 2001 resulted from claimgether asset and liability accounts,
none of which was material on a standalone basis.

Cash used in investing activities was $38illion, $20.5 million and $23.3 million for 2002000 and 1999, respectively. Asset
acquisitions, primarily related to the purchas@bfF, and capital expenditures increased to $39llfomin 2001 from $20.7 million in 2000.
Approximately $14.1 million of the capital expendits was used to purchase or improve the Compeaeal'estate.

Financing activities provided net cash »f33million and $4.4 million in 2001 and 1999, restively, and used $5.3 million 2000. In
2001, approximately $2.8 million in cash was preddy the issuance of Common Stock through theceseeof stock options by employees
and directors of the Company.

The Company believes that cash generategbbsations, borrowings available under its exgstiredit agreements, the majority of which
have been renewed through at least September 2082ther available financing will be sufficient the Company's working capital needs
and planned capital expenditures through at 16232 2

Inflation

The Company believes that the effect datidn on the Company has not been material inmegears, as inflation rates have remained
low.

ltem 7A. Quantitative and Qualitative Disclosures Aout Market Risk
Not applicable.

25

Item 8. Financial Statements and Supplementary Data



SIMPSON MANUFACTURING CO., INC.
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS

Financial Statemen

Report of Independent Accountai 27
Consolidated Balance Sheets at December 31, 2@D2G00 28
Consolidated Statements of Operations for the yeragded December 31, 2001, 2000 and 1 29
Consolidated Statements of Stockholders' Equitytferyears ended December 31, 1999, 2000 and 30
Consolidated Statements of Cash Flows for the yeradled December 31, 2001, 2000 and 1 31
Notes to the Consolidated Financial Statem 32

Financial Statement Sched\
Schedule —Valuation and Qualifying Accoun 45

26

Report of Independent Accountants
To the Board of Directors and Stockholders of Siampslanufacturing Co., Inc.:

In our opinion, the accompanying consobddinancial statements listed in the index on Egef this Form 10-K present fairly, in all
material respects, the financial position of Simpbtanufacturing Co., Inc. (the "Company") and itbsidiaries at December 31, 2001 and
2000, and the results of their operations and ttash flows for each of the three years in theggeended December 31, 2001, in conformity
with accounting principles generally accepted m tmited States of America. In addition, in ourropn, the financial statement schedule
listed in the accompanying index presents fairyali material respects, the information set fdndrein when read in conjunction with the
related consolidated financial statements. Thewmntial statements and the financial statemendstéare the responsibility of the
Company's management; our responsibility is to@sgean opinion on these financial statements anfirthncial statement schedule base«
our audits. We conducted our audits of these firsustatements in accordance with auditing starglgesherally accepted in the United States
of America which require that we plan and perfohm audit to obtain reasonable assurance about eihtid financial statements are free of
material misstatement. An audit includes examingrga test basis, evidence supporting the amouttsliaclosures in the financial
statements, assessing the accounting principlesarsg significant estimates made by managementeaadating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

As discussed in Note 1 to the consolidéitehcial statements, the Company changed its ndetf@aluing inventories from the last-in,
first-out method to the first-in, first-out method.

/sl PricewaterhouseCoopers LLP

San Francisco, California
February 4, 2002
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Simpson Manufacturing Co., Inc. and Subsidiaries
Consolidated Balance Sheets

December 31,

2001 2000

ASSETS
Current assel

Cash and cash equivalel $ 95,871,95 $ 59,417,65
Trade accounts receivable, | 42,614,41 45,584,18



Inventories
Deferred income taxe
Other current asse

Total current asse

Property, plant and equipment, |
Investment:
Other noncurrent asse

Total asset

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities

Notes payable and current portion of I-term debt
Trade accounts payak

Accrued liabilities

Accrued profit sharing trust contributio

Accrued cash profit sharing and commissi
Accrued workers' compensati

Income taxes payab

Total current liabilities

Long-term debt, net of current portic
Long-term liabilities

Total liabilities

Minority interest in consolidated subsidiar

Commitments and contingencies (Note

Stockholders' equit
Preferred Stock, par value $0.01; authorized sh&r880,000; issued and outstanc
shares, non
Common Stock, par value $0.01; authorized shafE60R,000; issued and
outstanding shares, 12,167,696 and 11,966,732cdrBteer 31, 2001 and 2000,
respectively
Retained earninc

Accumulated other comprehensive inca
Total stockholders' equi

Total liabilities and stockholders' equ

82,476,29 85,269,69

6,476,50: 5,420,09:

2,529,59! 5,040,01

229,968,76 200,731,64
81,410,30 63,822,51

— 354,41

18,232,98 14,660,97

$ 329,612,05 $ 279,569,55

$ 986,44 $ 335,75
15,738,65 14,630,94

10,182,61 9,373,00:

4,706,93. 3,929,04:

1,987,99: 2,979,06(

1,245,76. 1,475,76.

859,53 —

35,707,95 32,723,57

5,686,99! 2,069,02:

100,00( 341,60

41,494,94 35,134,19

— 754,27

46,868,90 40,968,50
245,419,66 204,901,53
(4,171,46)) (2,188,96)
288,117,10 243,681,07

$ 329,612,05 $ 279,569,55

The accompanying notes are an integral part oktheasolidated financial statements.
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Simpson Manufacturing Co., Inc. and Subsidiaries
Consolidated Statements of Operations

Years Ended December 31,

2001

2000

1999



Net sales $ 415,862,60 $ 369,087,81 $ 328,439,89
Cost of sale: 257,784,58 225,628,48 197,701,26

Gross profit 158,078,01 143,459,32 130,738,63

Operating expenst

Selling 42,230,21 37,409,95 32,204,00
General and administrative 50,031,66 44,633,96 37,845,48
92,261,87 82,043,92 70,049,48

Income from operation 65,816,14 61,415,40 60,689,14
Interest income, ne 1,587,23: 3,009,97. 1,669,24.
Income before income tax 67,403,37 64,425,38 62,358,39
Provision for income taxe 27,619,57 26,296,36 25,021,23
Minority interest (734,326 (1,245,72) —
Net income $ 40,518,12 $ 39,374,714 $ 37,337,15

Net income per common she

Basic $ 33 % 328 % 3.1t
Diluted $ 32¢ % 320 $ 3.0¢
Weighted average number of shares outstar
Basic 12,108,24 12,022,70 11,837,31
Diluted 12,315,85 12,294,92 12,233,86
The accompanying notes are an integral part oktheasolidated financial statements.
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Simpson Manufacturing Co., Inc. and Subsidiaries
Consolidated Statements of Stockholders' Equity
for the years ended December 31, 1999, 2000 and 200
Common Stock Accumulated
Other
Retained Comprehensive
Shares Amount Earnings Income Total
Balance, January 1, 19! 11,579,36 $ 33,723,84 $ 128,189,63 $ (431,69) $ 161,481,79
Comprehensive incom
Net income — — 37,337,15 — 37,337,15
Other comprehensive
income:

Translation adjustmel — — — (153,23) (153,23)
Comprehensive incorr 37,183,92
Options exercise 436,27¢ 4,568,97! — — 4,568,97!
Tax benefit of options
exercisec — 6,303,87. — — 6,303,87.

Common stock issued at
$37.4375 per shai 3,20( 119,80( — — 119,80(



Balance, December 31, 19
Comprehensive incom

Net income
Other comprehensive
income:

Translation adjustmel

Comprehensive incorr
Options exercise

Tax benefit of options
exercisec

Buyback of common stoc
Common stock issued at
$43.75 per shai

Balance, December 31, 20
Comprehensive incom

Net income
Other comprehensive
income:

Translation adjustmel

Comprehensive incorr
Options exercise

Tax benefit of options
exercisec

Common stock issued at
$51.00 per shat

Balance, December 31, 20

12,018,83 44,716,48 165,526,79 (584,92;) 209,658,36
— — 39,374,74 — 39,374,74

— — — (1,604,04) (1,604,04)
37,770,70

77,67: 902,89 — — 902,89
— 1,054,23 — — 1,054,23i
(134,28 (5,901,99) — — (5,901,99)
4,50 196,87 — — 196,87
11,966,73 40,968,50 204,901,53 (2,188,96) 243,681,07
— — 40,518,12 — 40,518,12

— — — (1,982,501 (1,982,50)
38,535,62

198,26« 2,750,04! — — 2,750,04!
— 3,012,65! — — 3,012,65!

2,70( 137,70 — — 137,70
12,167,69 $  46,86890 $ 24541966 $ (4,171,46) $  288,117,10

The accompanying notes are an integral part oktheasolidated financial statements.
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Simpson Manufacturing Co., Inc. and Subsidiaries
Consolidated Statements of Cash Flows

Years Ended December 31,

2001 2000 1999
Cash flows from operating activities
Net income $ 40,518,12 $ 39,374,74  $ 37,337,15
Adjustments to reconcile net income to net caskigea by
operating activities
Gain on sale of capital equipme (83,677 (55,969 (44,649
Depreciation and amortizatic 15,649,65 13,135,98 10,861,92
Minority interest (734,326 (1,245,72) —
Deferred income taxes and other |-term liabilities (879,609 (705,529 (1,702,06)
Equity in loss (income) of affiliate (256,419 (23,19Y 107,27:
Noncash compensation related to stock p 137,70( 196,87" 119,80(
Changes in operating assets and liabilities, neffetts of
acquisitions
Trade accounts receivable, | 4,025,94. (2,510,32i) (8,331,10)
Inventories 8,043,15! (13,251,44) (13,701,76)



Other current asse 1,170,04! (1,233,19) (40,40)
Other noncurrent asse 953,12¢ (738,50¢) (1,322,85)
Trade accounts payat (1,339,51) 2,023,78 1,019,38
Accrued liabilities 222,70! 1,620,19: 2,227,86:
Accrued profit sharing trust contributio 788,15: 431,91¢ 330,92
Accrued cash profit sharing and commissi (990,739 (1,552,52) 512,05!
Accrued workers' compensati (230,000 130,00( 466,49:
Income taxes payab 6,306,50 (4,726,70) 8,200,74
Total adjustment 32,782,71 (8,504,36) (1,296,37)
Net cash provided by operating activit 73,300,84 30,870,37 36,040,78

Cash flows from investing activities
Capital expenditure (25,571,46) (14,421,67) (15,305,22)
Proceeds from sale of capital equipm 919,71! 188,80¢ 263,15¢

Asset acquisitions, net of cash acquired and edpii¢yest already

owned (14,083,80) (6,250,78) (8,266,40))
Net cash used in investing activiti (38,735,55) (20,483,64) (23,308,47)

Cash flows from financing activities
Issuance of det 1,276,62! 148,31( 266,70(
Repayment of det (1,690,56%) (495,83) (398,48
Buyback of common stoc — (5,901,99) —
Issuance of Company's common st 2,750,04! 902,89¢ 4,568,97!
Net cash provided by (used in) financing activi 2,336,101 (5,346,62) 4,437,18
Effect of exchange rate changes on ¢ (447,109 (132,06) (62,339
Net increase in cash and cash equival 36,454,29 4,908,04 17,107,16
Cash and cash equivalents at beginning of p¢ 59,417,65 54,509,61 37,402,45
Cash and cash equivalents at end of pe $ 95,871,95 $ 59,417,65 $ 54,509,61

Supplemental Disclosure of Cash Flow Information

Cash paid during the year for

Interest, net of amounts capitalized $ 441.27¢  $ 23558: $ 268,18«
| | |
Income taxes $ 23,820,69 $ 31,321,52 $ 18,964,73

The accompanying notes are an integral part oktheasolidated financial statements.
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Simpson Manufacturing Co., Inc. and Subsidiaries
Notes to Consolidated Financial Statement



1. Operations and Summary of Significant Accountingjdres
Nature of Operation

Simpson Manufacturing Co., Inc., throughsitibsidiaries Simpson Strong-Tie Company Incnf{ion Strong-Tie") and Simpson Dura-
Vent Company, Inc. and its other subsidiaries émively, the "Company"), designs, engineers andufectures wood-to-wood, wood-to-
concrete and wood-toxasonry connectors and shearwalls and ventingragsiar gas and wood burning appliances and maitsgpsoducts t
the residential construction, light industrial amammercial construction, remodeling and do-it-yelfrmarkets. Simpson Strong-Tie also
offers a line of adhesives, mechanical anchorspameter actuated tools for concrete, masonry arel.ste

The Company operates exclusively in théding products industry. The Company's productssatd primarily throughout the United
States of America. Revenues have some geographi@tncentration on the West Coast. A portiothefCompany's business is therefore
dependent upon economic activity within this regama market.

Use of Estimates

The preparation of financial statementsdnformity with accounting principles generally apted in the United States requires
management to make estimates and assumptiondfeztttae reported amounts of assets and liatsliied disclosure of contingent assets
liabilities at the date of the financial statemeams! the reported amounts of revenues and expduoseg the reporting period. Actual results
could differ from those estimates.

Revenue Recognitic

The Company recognizes revenue as tiffedducts is transferred to customers or servioeseaardered, net of applicable provision for
discounts, returns and allowances.

Principles of Consolidatiol

The consolidated financial statements ithelthe accounts of Simpson Manufacturing Co.,dnd. its subsidiaries. Investments in less
than 50% owned affiliates are accounted for udiegetquity method. All significant intercompany santions have been eliminated.

Cash Equivalents
The Company considers all highly liquidéstments with an original maturity of three mordhgess to be cash equivalents.
Inventory Valuatior

Inventories are valued at the lower of argharket. Effective January 1, 2001, the Comparanged its method of valuing inventories
from the last-in, first-out ("LIFO") method to tHiest-in, first-out ("FIFO") method. The Companylisves that the new method is preferable
because the FIFO method more effectively alloctitesl overhead costs in times of increased prodaaind, therefore more closely matches
current costs and revenues. In addition, the adiomti the FIFO method will enhance the comparabditthe Company's financial statements
by changing to the predominant method used imitastry and conforms all of the Company's invee®tod the same accounting method.
Company has applied this change retroactively btating its financial statements as required byodating Principles Board No. 20,
"Accounting Changes," which has resulted in an
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increase (decrease) in previously reported retadaedings of $89,836, ($930,804) and $199,430 &ecémber 31, 2000, 1999 and 1998,
respectively. The effect on net income of the cleaingaccounting principle was an increase (decjezs&l,020,640 and ($1,130,234) for the
years ended December 31, 2000 and 1999, respgc

Property, Plant and Equipme

Property, plant and equipment is carriecoat. Major renewals and betterments are capgi@limaintenance and repairs are expensed ol
a current basis. When assets are sold or rethet,dosts and accumulated depreciation are remipgadthe accounts; the resulting gains or
losses are reflected in the consolidated statenoémigerations.

Depreciation and Amortizatio

Depreciation of property, plant and equiptrie provided for using accelerated methods dverfallowing estimated useful live



Factory machinery and equipme 5to 10 year:

Automobiles, trucks and other equipm 3 to 10 year:
Office equipmen 3 to 8 year:
Buildings and site improvemer 20 to 45 year

Leasehold improvements are amortized usiagtraight-line method over the shorter of theeexed life or the remaining term of the
lease. Amortization of intangible assets is computging the straight-line method over the estimatgsful lives of the asset.

Product Research and Development Ci

Product research and development costghadre included in cost of sales, were chargechagaicome as incurred and approximated
$2,747,000, $2,226,000 and $1,809,000 in 2001, 20001999, respectively.

Tooling Costs
Tool and die costs are included in prodwdtts in the year incurred.
Income Taxe

Income taxes are calculated using an asskliability approach. The provision for incomgea includes federal and state taxes curre
payable and deferred taxes, due to temporary diffas between the financial statement and tax lodsesets and liabilities. In addition, the
future tax benefits are recognized to the extest thalization of such benefits is more likely threot.

Foreign Currency Translatio

The local currency is the functional cungief the Company's operations in Europe and Canfsslets and liabilities denominated in
foreign currencies are translated using the exahaaig on the balance sheet date. Revenues andsespare translated using average
exchange rates prevailing during the year. Thestadion adjustment resulting from this proceshimsn separately as a component of
stockholders' equity. Foreign currency transacgjaims or losses are included in the determinatfarebincome.
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Common Stock

Subject to the rights of holders of anyf®med Stock that may be issued in the future, érsldf Common Stock are entitled to receive
such dividends, if any, as may be declared frone tiontime by the Board of Directors (the "Boardt} of legally available funds and in the
event of liquidation, dissolution or winding-upthie Company, to share ratably in all assets availa distribution. The holders of Common
Stock have no preemptive or conversion rights. &ithp the rights of any Preferred Stock that maysbued in the future, the holders of
Common Stock are entitled to one vote per shamngmatter submitted to a vote of the stockholdexsept that, on giving notice as requ
by law and subject to compliance with other stautmnditions, stockholders may cumulate their satean election of directors, and each
stockholder may give one candidate a number ofsvetgial to the number of directors to be electeltipliad by the number of shares held
by such stockholder or may distribute such stoakéits votes on the same principle among as mardidates as such stockholder thinks fit.
There are no redemption or sinking fund provisiapglicable to the Common Stock.

In 1999, the Company declared a dividemstritution of one Right to purchase Series A Pigrdiing Preferred Stock per share of
Common Stock. The Rights will be exercisable, untesieemed earlier by the Company, if a persomarmgacquires, or obtains the right to
acquire, 15% or more of the outstanding sharesoofif@on Stock or commences a tender or exchangetbéewould result in it acquiring
15% or more of the outstanding shares of CommookS&ither event occurring without the prior cortsafithe Company. The amount of
Series A Participating Preferred Stock that theléobf a Right is entitled to receive and the pasehprice payable on exercise of a Right are
both subject to adjustment. Any person or groupdbguires 15% or more of the outstanding shar€xafimon Stock without the prior
consent of the Company would not be entitled te thirchase. Any stockholder who holds 25% or méteeoCompany's Common Stock on
the date of the Rights distribution would not lEated as having acquired 15% or more of the ouistgrshares unless such stockholder's
ownership is increased to more than 40% of thetautiing shares.

The Rights will expire on July 29, 2009 tleey may be redeemed by the Company at one ceRiglt prior to that date. The Rights do
not have voting or dividend rights and, until tHiscome exercisable, have no dilutive effect oretimaings of the Company. One million
shares of the Company's Preferred Stock have esigriited Series A Participating Preferred Stockraserved for issuance on exercise of
the Rights. No event during 2001 made the Righ¢saisable.

Preferred Stocl



The Board has the authority to issue tlikaized and unissued Preferred Stock in one oerseries with such designations, rights and
preferences as may be determined from time to tiynthe Board. Accordingly, the Board is empowereithout stockholder approval, to
issue Preferred Stock with dividend, liquidatioaneersion, voting or other rights that could adegraffect the voting power or other rights
of the holders of the Company's Common Stock.

Net Income per Common Shi

Basic net income per common share is coetpbiised upon the weighted average number of corshaes outstanding. Common
equivalent shares, using the treasury stock metmedncluded in the diluted per-share calculatifmnsll periods when the effect of their
inclusion is dilutive.
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The following is a reconciliation of bagiarnings per share ("EPS") to diluted EPS:

2001 2000 1999
Weighted Weighted Weighted
Net Average Per Net Average Per Net Average Per
Income Shares Share Income Shares Share Income Shares Share
Basic EPS
Income available to common
stockholder: $ 40,518,12 12,108,24 $ 3.3 $ 39,374,74 12,022,70. $ 326 $ 37,337,15 11,837,311 $ 3.1
Effect of Dilutive Securities
Stock options — 207,60: (0.0€) — 272,21¢ (0.0¢) — 396,55( (0.10
Diluted EPS
Income available to common
stockholder: $ 40,518,12 12,315,85 $ 3.2¢ $ 39,374,74 12,294,92 $ 320 $ 37,337,15 12,233,86: $ 3.0t

Comprehensive Income

Comprehensive income, which is includethinconsolidated statement of stockholders' eqgityefined as net income plus other
comprehensive income. Other comprehensive incorladas changes in foreign currency translationstdjents recorded directly into
stockholders' equity.

Concentration of Credit Risk

Financial instruments which potentially gdb the Company to concentrations of credit risksist of cash in banks, short-term
investments in U.S. Treasury instruments and temgeunts receivable. The Company maintains its icedemand deposit and money mal
accounts held primarily by four banks.

Adoption of Statements of Financial Accounting 8sads

In June 2000, Financial Accounting Standd@dard ("FASB") statement No. 138, "Accounting @artain Derivative Instruments and
Certain Hedging Activities—an amendment of FASBastzent No. 133" was issued. FASB statement Nowl&3amended by FASB
statement No. 137, which deferred the effective @himplementation to the first quarter of fisgakrs beginning after June 15, 2000. FASB
statement No. 133 requires companies to recordatere financial instruments on the balance sheeissets or liabilities, as appropriate, at
fair value. Gains or losses resulting from charigehle fair value of those derivatives are accodifice depending on the use of the derivative
and whether it qualifies for hedge accounting. Teenpany does not hold or issue any hedge instrian€&herefore, the adoption of this
standard by the Company has not had a materiaiteffeits financial position as of December 31, 2Qf¥ results of operations for the period
then ended.

In July 2001, the FASB issued SFAS No. IBlisiness Combinations" which requires all bussnesmbinations initiated after June 30,
2001, to be accounted for using the purchase mathadcounting. As a result, use of the poolingrtérests method is prohibited for
business combinations initiated thereafter. SFABdl4o establishes criteria for the separate rattogrof intangible assets acquired in a
business combination. The adoption of this stantgrthe Company is not expected to have a mateffiatt on its financial position or rest
of operations.

In July 2001, the FASB issued SFAS No. I'@odwill and Other Intangible Assets" which regsithat goodwill and certain ot



intangible assets having indefinite lives no lonigeramortized to earnings, but instead be subjguetiodic testing for impairment. Intangit
assets determined to have definitive lives willtoaure to be amortized over their useful lives. SA¥G 142 is effective for the Company's
fiscal year beginning January 1, 2002. Howeverdgalb and intangible assets acquired after June280;1, are subject immediately to the
non-amortization and amortization provisions o§thi
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Statement. The amount of amortization related twgdll for the years ended December 31, 2001 ar) 2@as approximately $1,672,000
and $946,000, respectively. The Company has nadgtermined the effect of the adoption of SFAS &A2ts financial position and its rest
of operations for fiscal year 2002.

Reclassification:

Certain prior year amounts have been rsifiad to conform to the 2001 presentation withefilect on net income or retained earning
previously reported.

2. Acquisitions

In January 2001, Simpson Strong-Tie Intéonal, Inc. ("SSTI"), a subsidiary of the Compaaggquired 100% of the shares of BMF
Bygningsbeslag A/S ("BMF") of Denmark for approximig $13.6 million in cash. BMF manufactures anstritbutes connector products in
northern and central Europe. In August 2001, then@e subsidiary of BMF purchased the remaining 518ke in Bulldog-Simpson GmbH
("Bulldog") for approximately $0.6 million in cash.

In July 2000, Simpson Strong-Tie purchabedassets of Anchor Tiedown Systems, Inc. ("TATATS manufactures and distributes a
product line used to anchor multi-story buildingshva threaded rod hold down system. The purchese was approximately $4.6 million in
cash. In December 2000, Simpson Strong-Tie purchiheeassets of Masterset Fastening Systems,"Masterset") for approximately
$2.3 million in cash plus an earnout of up to $DiBion. Masterset sells a system of specially destd powder actuated fasteners and
installation tools.

In August 1999, SSTI purchased the asdefsidix Products Limited and Easy Arches Limitéddether, "Furfix"), which manufacture
line of structural connectors for the wood and magaonstruction markets in the United Kingdom &ndope. The purchase price was
approximately $7.8 million in cash plus an earrimaged on future operating performance. Includgderpurchase price were costs associ
with the closure of Furfix's existing facility amttegration into SSTI's facility in Tamworth, Ength

3. Trade Accounts Receivable

Trade accounts receivable consist of theviing:

December 31,

2001 2000
Trade accounts receivat $ 46,706,22 $ 47,119,34
Allowance for doubtful accoun (3,736,09) (1,201,28)
Allowance for sales discoun (355,719 (333,86

$ 42,614,41 $ 45,584,18

The Company sells product on credit ancegaly does not require collateral.
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4, Inventories

The components of inventories consist efftilowing:

December 31,




2001 2000

Raw material $ 2593332 $ 26,979,86
In-process produc! 13,419,63 10,882,72
Finished product 43,123,33 47,407,10

$ 82,476,29 $ 85,269,69

| . |
5. Property, Plant and Equipment, net
Property, plant and equipment consisthefftllowing:

December 31,

2001 2000
Land $ 10,558,24 $ 4,454,32.
Buildings and site improvemer 37,438,42 27,634,84
Leasehold improvemen 5,774,16! 4,042,06:
Machinery and equipme 101,774,55 88,221,55
155,545,38 124,352,78
Less accumulated depreciation and amortize (80,501,48) (69,293,15)
75,043,89 55,059,63
Capital projects in progre: 6,366,40! 8,762,87!
$ 81,410,30 $ 63,822,51

Included in property, plant and equipmériDacember 31, 2001 and 2000, are fully depreciagseéts with an original cost of
approximately $34,873,000 and $26,475,000, respygtiThese fully depreciated assets are stillse i the Company's operations.

6. Investments

The Company has a 30% investment in Keyratierprises, LLC ("Keymark") which it accounts fesing the equity method. The
Company's equity in the earnings or losses ofitiviestment or its initial 49% investment in Bulld¢gee Note 2) has not been material in any
of the three years in the period ended Decembe2(®11.

7. Accrued Liabilities
Accrued liabilities consist of the follovgn

December 31,

2001 2000

Sales incentive and advertising allowan $ 5,67591: $ 4,372,47.
Vacation liability 2,004,82! 1,713,401
Other 2,501,87 3,287,13!

$ 10,182,61 $ 9,373,00i
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8. Debt

The outstanding debt at December 31, 20@12800, and the available credit at December 301 2consisted of the following:



Debt Outstanding

Available on at December 31,

Credit Facility
at December 31,
2001 2001 2000

Revolving line of credit, interest at bank's baate tess 0.5% (at

December 31, 2001, the bank's base rate less 0&&/4\25%),

matures November 2002, commitment fees are pdteainnual

rate of 0.125% on the unused portion of the fac $ 11,786,38 $ — $ =

Revolving term commitment, interest at bank's priate less

0.5% (at December 31, 2001, the bank's prime ezt 0.5% was

4.25%), matures September 2002, commitment feegsaddeat the

annual rate of 0.125% on the unused portion ofahiity 8,213,67. — —
Revolving line of credit, interest rate at 5.75%atares June 20C 2,750,21! 545,50: —
Revolving line of credit, interest rate at the bartlase rate of

interest plus 2% (at December 31, 2001, this rae 6/0%),

matures July 2002, has an annual commission clodi@&5% 362,75( — —

Term loan, interest at LIBOR plus 1.375% (at Deceni, 2001
LIBOR plus 1.375% was 3.605%), expires May 2! — 1,950,00! 2,250,001

Term loans, interest rates between 5.25% and 6.28%urities
between 2006 and 20: — 4,177,941 119,02¢

Standby letter of credit facilitie 2,999,94. — —

Other notes payab — 35,75¢

26,112,96 6,673,44. 2,404,78.

Less current portio (986,449 (335,75¢)

$ 5,686,99' $ 2,069,02

Less standby letters of credit issued and outsiay (2,999,94)

Net credit availabl $ 23,113,02

The revolving lines of credit are guaradteg the Company and its subsidiaries. At Decerfitte2001, the Company had four
outstanding standby letters of credit. Two of thiesers of credit, in the aggregate amount of $2,823, were used to support the Company's
self-insured workers' compensation insurance requénts. The other two, in the amounts of $681,9i80%262,550, respectively, were used
to guarantee performance on the Company's leas#ityfin the UK and on public improvements cosssaciated with the construction of the
Company's facilities in Stockton, California. Thésters of credit mature between September 2082\Navember 2002.
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9. Commitments and Contingencies

Leases



Certain properties occupied by the Compameyleased. The leases expire at various datasgini2012 and generally require the
Company to assume the obligations for insuranapesty taxes, and maintenance of the facilities.

Some of the properties were leased frormpeships formed by certain current and former Camypstockholders, directors, officers and
employees. Rental expenses under these relatgdigases were as follows:

Years Ended December 31,

2001 2000 1999

Simpson Investment Compa $ 82,33. % 197,59: $ 185,10(
Doolittle Investors 253,08( 253,08( 253,08(
Vacawville Investor: 438,89t 437,64( 437,64(
Vicksburg Investor: 368,54: 367,01 354,86¢
Columbus Westbelt Investment C 626,32¢ 592,38: 581,06:
$ 1,769,188 $ 1,847,700 $ 1,811,75;

| |

In June 2001, the Company purchased theeptpthat was subject to the lease with Simpserdtment Company for approximately
$1.7 million (See Note 12). Rental expense for 2@Q0D0 and 1999 with respect to all other leaseggnty was approximately $3,790,000,
$2,658,000 and $2,362,000, respectively.

At December 31, 2001, minimum rental comnmeitts under all noncancelable leases are as follows

2002 $ 5,637,19i
2003 5,194,62.
2004 4,568,06!
2005 4,411,08;
2006 3,201,25!
Thereaftel 7,033,26:

$ 30,045,47

Some of these minimum rental commitmerds itvolve the related parties described aboveatomenewal options and provide for
periodic rental adjustments based on changes ioadhsumer price index or current market rentalstate

The nominal term of SSTI's lease in theteéthKingdom is 25 years but includes an optioretminate without penalty in either the
fifteenth or twentieth year upon one year writtetice by SSTI. Future minimum rental payments assed with the first 15 years of this
lease are included in minimum rental commitmenthé@table above.

Environmenta

The Company's policy with regard to envimamtal liabilities is to accrue for future enviroental assessments and remediation costs as
they are discovered and become estimable.

At two of the Company's operating facikti@vidence of contamination resulting from adegitof prior occupants was discovered. The
Company took certain remedial actions at one tgdii 1990 and continues to monitor the conditiéthis property. The Company does not
believe that any further
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action will be required. The Company has been méa by the lessor of the other facility, Vicksbimgestors, that appropriate remedial
action has been taken. The Company does not bahaveither of these matters will have a matexiblerse effect on its financial condition
or results of operations.

Litigation

From time to time, the Company is invohmeditigation that it considers to be in the nornsalrse of its business. No such litigation
within the last five years resulted in any mateloak. The Company is not engaged in any legalgaiags as of the date hereof, which



Company expects individually or in the aggregatkawee a material adverse effect on the Compamgsdial condition or results of
operations.

10. Income Taxes

The provision for income taxes consisttheffollowing:

Years Ended December 31,

2001 2000 1999
Current
Federal $ 24,700,000 $ 21,885,000 $ 22,509,00
State 4,196,001 4,901,001 4,354,001
Foreign 234,00( 4,00( 97,00(
Deferred (1,510,42) (493,64() (1,938,761
$ 27,61957 $ 26,296,360 $ 25,021,23

Reconciliations between the statutory fatliercome tax rates and the Company's effectivenrectax rates as a percentage of income
before income taxes are as follows:

Years Ended December 31,

2001 2000 1999
Federal tax rat 35.(% 35.(% 35.(%
State taxes, net of federal ben 4.3% 4.6% 4.2%
Other 1.2% 0.5% 0.8%

Effective income tax rate 40.5% 40.1% 40.1%
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The tax effects of the significant tempwgrdifferences that constitute the deferred taxtasaed liabilities at December 31, 2001, 2000
and 1999, were as follows:

Years Ended December 31,

2001 2000 1999

Current deferred tax asst
State tax $ 1,451,47. $ 1,680,19 $ 1,488,90.

Compensation related to stock plans 82,73: 83,37t 46,72¢
Workers' compensation 489,94 584,91: 298,80t
Health claims 325,95 486,66! 604,58(
Vacation 556,61 642,63 555,42(
Accounts receivable allowance 1,451,45 567,57 600,43
Inventory allowance 1,312,19! 1,252,00! 874,72t
Sales incentive and advertising allowances 176,70¢ 87,48¢ 125,27
Rental reserve 293,53t — —
LIFO to FIFO restatement — (67,167) 590,19
Other 335,87¢ 102,40: 150,65:

$ 6,476,50. $ 5,420,09. $ 5,335,73.

I I I

Long-term deferred tax assets (liabilitie



Depreciation $ 1,681,76 $ 1,377,29. $ 1,161,55:

Goodwill amortization 870,28 715,99: 560,47¢
Other (758,44 (484,59 (419,829
$ 1,793,60. $ 1,608,68 $ 1,302,20;
.| .|

No valuation allowance has been recordedédferred tax assets for the years ended Dece®ib@001, 2000 and 1999, due to the
Company's taxable income in 2001 and prior years.

11. Retirement Plans

The Company has six retirement plans cagesubstantially all salaried employees and normuhaurly employees. Two of the plans,
covering U.S. employees, provide for annual contrdns in amounts that the Board of Directors matharize, subject to certain limitations,
but in no event more than the amounts permittecutite Internal Revenue Code as deductible exp@&hseother four plans, covering the
Company's European and Canadian employees, rahei@ompany to make contributions ranging from 8%5% of the employees'
compensation. The total cost for these profit stgaglans for the years ended December 31, 200D, 206 1999, was approximately
$4,769,000, $4,009,000 and $3,360,000, respectively

The Company also contributes to variousigtigy-wide, union-sponsored defined benefit penfimials for union, hourly employees.
Payments to these funds aggregated approximatedy $000, $1,149,000 and $977,000 for the yearsdeBécember 31, 2001, 2000 and
1999, respectively.

12. Related Party Transactions

In 2001, the Company paid $800,000 to Keysnaf which it has a 30% ownership interest. Thgments were related to the
development of specified features in the Keymaftnsare. Also in 2001, the Company purchased theenty that was subject to the lease
with Simpson Investment Company for approximately7dmillion (See Note 9).

The Chairman and the President and Chietétive Officer of the Company, who are directard aignificant stockholders of the
Company, served as directors and officers of thepSon PSB Fund
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(a charitable organization) until October 1997 amile reappointed as directors and officers of ihgpSon PSB Fund in January 1999. The
Company contributed $75,496 to this organizatioh988.

Refer to Note 9 regarding related partpdextions involving Company leases.
13.  Stock Bonus and Stock Option Plans

The Company applies Accounting Principleai Opinion 25, Accounting for Stock Issued to Eogpes, and related interpretations in
accounting for its stock option plans. Accordingip, compensation cost has been recognized fooitgnalified stock option plan as stock
options granted under this plan have an exercise pgual to 100% of the market price on the dagrant. If the compensation cost for this
plan had been determined based on the fair valtheagrant dates for awards consistent with thénatkof SFAS No. 123, the pro forma
effect on the Company's net income and earningshpe in 2001, 2000 and 1999 would have been:

Years Ended December 31,

2001 2000 1999

Net income, as reporte $ 40,518,12 $ 39,374,74  $ 37,337,15
Pro forma 39,890,64 38,538,06 36,328,13
Diluted earnings per share, as repo 3.2¢ 3.2C 3.0t
Pro forma 3.2¢4 3.13 2.97

The fair value of each option granted watsreated on the date of grant using the Black-Zhojgtion-pricing model with the following
assumptions for 2001, 2000 and 1999, respectiviskxfree interest rate of 4.46%, 4.86% and 4.60¢2001, 2000 and 1999, respectively;
no dividend yield for all years; expected livessa? years for options committed to be granted if¥12and 6.3 years and 6.2 years for options
granted for 2000 and 1999, respectively; and Jaiatf 29.8% for 2001, 29.7% for 2000 and 30.4% 1899. The weighted average f



value per share of options granted during 2001020@ 1999 was $22.35, $21.78 and $17.49, respéctiv

The Company currently has two stock opptams. The first is principally for the Companyspoyees and the second is for the
Company's independent directors. Participants enetgd options only if the compamyide and/or profit center operating goals, estaklisby
the Compensation Committee of the Board of Direxcadrthe beginning of the year, are met. In 2084 Gompany met some of the operating
goals established for one of its stock option pkamg$ has committed to grant options to purchasg0%hares. During 2000, the Company met
some of the operating goals established for ories stock option plans and during 1999, the Comparymost of the operating goals
established for both of its stock option plans, aodordingly, granted options to purchase 7,0001&3J250 shares for 2000 and 1999,
respectively. These options have an exercise pfi§&7.30 per share for 2001, and exercise pricgbaf00 for 2000 and an exercise price
range of $38.94 to $48.13 per share for 1999.
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The following table summarizes the Compasyock option activity for the years ended Decan3fie 2001, 2000 and 1999:

2001 2000 1999
Weighted- Weighted- Weighted-
Average Average Average
Exercise Exercise Exercise
Non-Qualified Stock Options Shares Price Shares Price Shares Price
Outstanding at beginning of ye 662,64 $ 27.9¢ 738,99 $ 26.0¢ 1,033,011 $ 17.0t
Granted 9,50( 57.3( 7,00(C 51.0C 143,25( 43.6%
Exercised (198,264 13.8¢ (77,679 11.6: (436,279 10.4¢
Forfeited (309 43.7¢ (5,670) 37.9¢ (1,000 33.9(
Outstanding at end of ye 473,58 33.9¢ 662,64 27.9¢ 738,99( 26.0¢
.| .| |

The number of stock options exercisabkatnd of 2001, 2000 and 1999 was 349,860, 44&0880114,817, respectively.

The following table summarizes informateisout the Company's stock options outstanding aeiéer 31, 2001:

Options Outstanding Options Exercisable
Weighted-
Number Average Weighted- Number Weighted-
Outstanding at Remaining Average Outstanding at Average
December 31, Contractual Exercise December 31, Exercise
Range of Exercise Prices 2001 Life Price 2001 Price
$ 10.00 to $11.2 6,50( 0.1 year $ 10.2¢ 6,50( $ 10.2¢
$ 13.5(C 40,79¢ 1.0 year 13.5(C 40,79¢ 13.5C
$ 23.00 to $29.2 71,047 2.0 year 23.0¢ 71,04 23.0¢
$ 33.31 to $37.3 96,17¢ 3.0 year 33.3i 91,06¢ 33.31
$ 36.63 to $41.1 107,66: 4.0 year 37.4% 74,65¢ 37.44
$ 38.94 to $48.1 134,89° 5.0 year 43.6¢ 64,03¢ 43.5]
$ 51.0(C 7,00( 6.0 year 51.0(C 1,75(C 51.0C
$ 57.3( 9,50( 7.0 year 57.3( — —
$ 10.00 to $57.3 473,58( 3.4 year 33.2¢ 349,86( 23.3¢

The tax benefit to the Company from thereise of stock options, a reduction of the Compaimc¢ome tax payable, was $3,012,659,
$1,054,238 and $6,303,873 for 2001, 2000 and 1i@39ectively.

The Company also maintains a Stock Bonas Rhereby, for each ten years of continuous enmpdmy with the Company, each
employee who does not participate in one of the @amy's stock option plans receives 100 sharesrofram stock. In 2001, 2000 and 1999,
the Company committed to issue 2,500, 2,700 an@4sBares, respectively, which resulted in compersaharges of $254,611, $210,359
and $353,149, respectively. These employees arpemsated so that the value of the shares is eqjtiair net pay after income taxes. The
shares are issued in the year following the yearhith they are earned.

14.  Segment Information



The Company is organized into two primagraents. The segments are defined by types of pt®duwanufactured, marketed and
distributed to the Company's customers. The twdycbsegments are construction connector prodacty@nting products. These segments
are differentiated in several ways, including tyyges of materials used, the production procesgjiftgbution channels used and the
applications in which the products are used. Tretitsas between the two segments were immateriaddoh of the years presented.
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The following table illustrates certain mesements used by management to assess the paerterothe segments described above
December 31, 2001, 2000 and 1999, or for the ybarsended:

Connector Venting

2001 Products Products All Other Total

Net sales $ 345,785,00 $ 70,078,000 $ — $ 415,863,00
Income from operatior 57,082,000 8,734,001 — 65,816,00
Depreciation and amortizatic 13,518,00 2,043,001 89,00( 15,650,00
Capital expenditures and acquisitic 38,569,000 1,086,00! — 39,655,000
Total asset 189,756,00 39,675,00 100,181,00 329,612,00

Connector Venting

2000 Products Products All Other Total

Net sales $ 303,774,00 $ 65,314,00 — $ 369,088,00
Income from operatior 52,257,00 9,165,001 (7,000 61,415,00
Depreciation and amortizatic 10,951,00 2,063,001 122,00( 13,136,00
Capital expenditures and acquisitic 18,277,00 2,226,001 169,00( 20,672,00
Total asset 171,151,00 44,071,00 64,348,00 279,570,00

Connector Venting

1999 Products Products All Other Total

Net sales $ 260,943,00 67,497,00 — 3 328,440,00
Income from operatior 50,244,00 10,424,00 21,00( 60,689,00
Depreciation and amortizatic 8,895,001 1,867,001 100,00( 10,862,00
Capital expenditures and acquisitic 21,642,00 1,930,001 — 23,572,00
Total asset 146,309,00 39,344,00 60,688,00 246,341,00

Cash collected by the Company's subsidiasieoutinely transferred into the Company's gashagement accounts, and therefore has
been included in the total assets of the segmditleeh’All Other." Cash balances in this segmeetavapproximately $91,647,000,
$54,183,000 and $53,682,000 as of December 31, 200D and 1999, respectively.

The following table illustrates how the Quamy's net sales and long-lived assets are digtdlgeographically as of December 31, 2001,
2000 and 1999, or for the years then ended.

2001 2000 1999
Net Long-Lived Net Long-Lived Net Long-Lived
Sales Assets Sales Assets Sales Assets
United State: $ 371,068,00 $ 73,971,00 $ 347,516,00 $ 64,615,000 $ 310,300,00 $ 55,097,00
Other countrie: 44,795,00 23,879,00 21,572,00 12,615,00 18,140,00 15,105,00
$ 415,863,00 $ 97,850,00 $ 369,088,00 $ 77,230,00 $ 328,440,00 $ 70,202,00

Net sales and long-lived assets are atailde to the country where the operations are éatat

Net sales of approximately 12%, 12% and 112001, 2000 and 1999, respectively, were toaustomer and were attributable mostly
to the Connector segment.
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SCHEDULE Il



Simpson Manufacturing Co., Inc. and Subsidiaries

VALUATION AND QUALIFYING ACCOUNTS
for the years ended December 31, 2001, 2000 and 299

Column A Column B Column C Column D Column E
Additions
Charged Charged
Balance at to Costs to Other Balance
Beginning and Accounts at End
Classification of Year Expenses Write-offs Deductions of Year

Year Ended December 31, 200

Allowance for doubtful accounts $ 1,201,28° $ 3,181,120 $ — 3 646,31 $ 3,736,09:

Allowance for obsolete inventory 3,000,79: 1,763,48. — 1,216,94. 3,547,33l
Year Ended December 31, 200

Allowance for doubtful accounts 1,203,14 684,35¢ — 686,21 1,201,28!

Allowance for obsolete inventory 1,641,741 2,439,78 — 1,080,74. 3,000,79:
Year Ended December 31, 1999

Allowance for doubtful accounts 1,173,65! 646,23t — 616,74 1,203,14

Allowance for obsolete inventory 944,33 967,07 — 269,65¢ 1,641,741
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Item 9. Changes in and Disagreements with Account&on Accounting and Financial Disclosures.

None.

PART Il
Item 10. Directors and Executive Officers of the Rgistrant.

Information required by this Item will ber@tained in the Registrant's proxy statement ferathnual meeting of stockholders to be held
on May 13, 2002, to be filed not later than 120gd@jlowing the end of the Registrant's fiscal yeaded December 31, 2001, which will set
forth certain information with respect to the diars and executive officers of the Registrant anici¢orporated herein by reference.

Item 11. Executive Compensation.

Information required by this Item will ber@tained in the Registrant's proxy statement ferathnual meeting of stockholders to be held
on May 13, 2002, to be filed not later than 120gdfflowing the end of the Registrant's fiscal yeaded December 31, 2001, which will set
forth certain information with respect to executoe@mmpensation of the Registrant and is incorporhatzdin by reference.

Item 12. Security Ownership of Certain Beneficial Qvners and Management.

Information required by this Item will berttained in the Registrant's proxy statement ferahnual meeting of stockholders to be held
on May 13, 2002, to be filed not later than 120sd@jlowing the end of the Registrant's fiscal yeaded December 31, 2001, which will set
forth certain information with respect to secuniynership of certain beneficial owners and managemithe Registrant and is incorporated
herein by reference.

Item 13. Certain Relationships and Related Transaans.



Information required by this Item will ber@tained in the Registrant's proxy statement ferathnual meeting of stockholders to be held
on May 13, 2002, to be filed not later than 120gd@jlowing the end of the Registrant's fiscal yeaded December 31, 2001, which will set
forth certain information with respect to certagtationships and related transactions of the Regisaind is incorporated herein by reference.

PART IV
Item 14. Exhibits, Financial Statement Schedulesnal Reports on Form 8-K.
a. Exhibits
10.1 Loan Agreement, dated November 6, 2001, betweeps&RimManufacturing Co., Inc. and Union Bank of foatiia,
10.2 lIQIL.J'Ar::hase and Sale Agreement, dated February 26, B8@veen Carl D. Panattoni and Simpson ManufexguZo.,
11 ISnt(z::{tement re computation of earnings per st

21: List of Subsidiaries of the Registra
23.  Consent of Independent Accountal

b. Reports on Form 8-K
No reports on Form 8-K were filed during the lagader of the period for which this report is filed
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SIGNATURES

Pursuant to the requirements Section 115¢a) of the Securities Exchange Act of 1934, tegiBtrant has duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

Dated: March 29, 2002 Simpson Manufacturing Co., Inc.

(Registrant)

By /s/ MICHAEL J. HERBERT

Michael J. Herbert
Chief Financial Officer
and Duly Authorized Officer
of the Registran

Pursuant to the requirements of the SeesrExchange Act of 1934, this report has beeresidrelow by the following persons on bel
of the Registrant and in the capacities and ord#ties indicated below.

Signature Title Date

Chief Executive Officer:

/sl THOMAS J FITZMYERS

E:reesclzttjoernt’ Chief Executive Officer and March 29, 2002
(Thomas J Fitzmyer:
Chief Financial Officer:
/s/ MICHAEL J. HERBERT Chief Financial Officer, Treasurer and March 29 2002

Secretary




(Michael J. Herbert

Directors:

/s/ BARCLAY SIMPSON

Chairman of the Board March 29, 2002
(Barclay Simpson
/sl EARL F. CHEIT
Director March 29, 2002
(Earl F. Cheit
/sl STEPHEN B. LAMSON
Director March 29, 2002
(Stephen B. Lamsor
/s/ PETER N. LOURAS
Director March 29, 2002
(Peter N. Louras
/s/ SUNNE WRIGHT MCPEAK
Director March 29, 2002
(Sunne Wright McPealt
/s/ BARRY LAWSON WILLIAMS
Director March 29, 2002
(Barry Lawson Williams
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EXHIBIT 10.1
LOAN AGREEMENT

THIS AMENDED AND RESTATED LOAN AGREEMENT Rgreement”) is made and entered into as of Nover@p2001, by and
between Simpson Manufacturing Co., Inc. a Calif@corporation ("Borrower"), and UNION BANK OF CALGRNIA, N.A., a national
banking association ("Bank"). This Agreement ameat$ restates in its entirety that certain loaragrent dated as of November 10, 2000
by and between Borrower and Bards amended.

SECTION 1. THE CREDIT
1.1 CREDIT FACILITIES

1.1.1 The Revolving-To-Term Loan. Bank will loan to Borrower an amount not to e&d Thirteen Million Eight Hundred
Thousand Dollars ($13,800,000) outstanding in tigregate at any one time (the "Revolving-To-Terrarn'9. The proceeds of the
Revolving-To-Term Loan shall be used for Borrowgesieral working capital purposes. Borrower mayday repay and reborrow all or part
of the Revolving-To-Term Loan in accordance with tarms of the Revolving-To-Term Note (defined BgloAll borrowings of the
Revolving Loan must be made before November 1, 280&hich time all unpaid principal and interestl®e Revolving Loan shall be due
and payable. The Revolving-To-Term Loan shall bdenced by Bank's standard form of commercial pssory note (the "Revolving-To-
Term Note"). Bank shall enter each amount borroamdirepaid in Bank's records and such entries bhaleemed correct. Omission of Bank
to make any such entries shall not discharge Barafits obligation to repay in full with intereagi amounts borrowed.

As of the date of this Agreement, the gpatamount outstanding under Borrower's revoiman with Bank evidenced by the
promissory note dated November 10, 2000 ("Old Natball be deemed the initial principal amount tarntding under the Revolving Loan,
and the Old Note is hereby cancelled and superdeyi¢iie Revolving Note.

1.1.1.a The Standby L/C Sublimit. As a sublimit under the Revolving Loan, Banklstssue, for the account of Borrower, one or
more irrevocable standby letters of credit (indiatly, a "Standby L/C"). The aggregate amount add to be drawn under all Standby L/Cs
and the aggregate amount of unpaid reimbursemdigatibns under drawn Standby L/Cs shall not exdeéaar Million Dollars ($4,000,000)
and shall reduce, dollar for dollar, the maximunoant available under the Revolving-To-Term Loar.$tandby L/Cs shall be drawn on
terms and conditions acceptable to Bank and skajldverned by the terms of (and Borrower agreesé¢gute) Bank's standard form of
standby letter of credit application and reimbursahagreement. No Standby L/C shall expire mora thalve (12) months from the date of
its issuance, and in no event later than Novemp20Q3. At Borrower's request, Bank will issue L&Psbehalf of Borrower's subsidiaries,
including but not limited to: 1) Simpson Strong-TGempany Inc.; 2) Simpson Dura-Vent Company, land 3) Simpson Strong-Tie,
International Inc., so long as the Borrower exestite Bank's standard form for L/C applications echbursement agreement.

1.2 Terminology. The following words and phrases, whether usdtieir singular or plural form, shall have the miegs set forth
below:

"GAAP" means generally accepted accountimgciples and practices consistently applied. Agting terms used in this Agreement but
not otherwise expressly defined have the meaningsmdghem by GAAP



"L/C" means the Commercial L/Cs or the 8tanL/Cs, or both, as the context may require.
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"Lien" means any voluntary or involuntagcarity interest, mortgage, pledge, claim, chaegeumbrance, title retention agreement, or
third party interest, covering all or any part loé tproperty of Borrower or any Guarantor.

"Loan" means all the credit facilities deised above.

"Loan Documents" means this AgreementNbee, and all other documents, instruments andeageets required by Bank and executed
in connection with this Agreement, the Note, theuhs, and with all other credit facilities from tinwetime made available to Borrower by
Bank.

"Note" means all the promissory notes dbsdrabove.

1.3 Prepayment The Loan may be prepaid in full or in part baty in accordance with the terms of the Note, ang such
prepayment shall be subject to any prepaymentr@éddged for therein. In the event of a principaépayment on any term indebtedness, the
amount prepaid shall be applied to the schedulextipal installments due in the reverse order efrtmaturity on the Loan being prepaid.

1.4 Interest. The unpaid principal balance of the Loan shedir interest at the rate or rates provided irNibie.

1.5 Unused Fee. On the last calendar day of the third montlofeing the execution of this Agreement and on ts talendar day
of each three-month period thereafter, Borrowel i@y to Bank a fee of One Eighth of One perc@mt25%) per year on the unused portion
of Revolving-To-Term for the preceding quarter, guted on the basis of a 360 day year for actuad étgpsed.

1.6 Standby Letter of Credit Fees. Borrower agrees to pay Bank Three Quartersnaf Rercent (0.75%) per annum of the principal
face sum of all LCs.

1.7 Disbursement. Bank shall disburse the proceeds of the Logsr@sided in Bank's standard form Authorizatiori¢sPisburse
executed by Borrower.

SECTION 2. CONDITIONS PRECEDENT

Bank shall not be obligated to disburseakny portion of the Loans unless at or prioth®time of each such disbursement, the
following conditions have been fulfilled to Bank'atisfaction:

2.1 Compliance. Borrower shall have performed and complied witherms and conditions required by this Agreetiterbe
performed or complied with, and shall have execaiedl delivered to Bank the Note and all other LDacuments.

2.2 Guaranties. Simpson Strong-Tie Company Inc., and SimpsoraB{ent Company, Inc. (individually a "Guarantorida
collectively "Guarantors") shall have executed dalivered to Bank their respective continuing ga#ies in form and amount satisfactory to
Bank.

2.3 Authorization to Obtain Credit.  Borrower shall have provided Bank with an exedwcopy of Bank's form Authorization to
Obtain Credit, authorizing the execution, delivand performance of this Agreement and the othenl@acuments. Such resolutions shall
also designate the persons who are authorized tmaBorrower's behalf in connection with this Agmeent to do the things required of
Borrower pursuant to this Agreement.

2.4 Continuing Compliance. At the time any disbursement is to be madeimmadediately thereafter, there shall not exist amgri
of Default (as hereinafter defined) or any eveandition, or act which with notice or lapse of tinee both, would constitute an Event of
Default.

SECTION 3. REPRESENTATIONS AND WARRANTIES

Borrower represents and warrants t



3.1 Business Activity. Borrower's principal business is manufactufespecialty connectors and venting systems foragaswood
burning appliances.

3.2 Affiliates and Subsidiaries. Borrower's affiliates and subsidiaries (thostties in which Borrower has either a controlling
interest or a twenty-five percent (25%) or more evghip interest) and their addresses, and the nafiilee persons or entities owning five
percent (5%) or more of the equity interests inrBaer, are as provided on a schedule deliveredattk®n or before the date of this
Agreement.

3.3 Organization and Qualification. Borrower is duly organized and existing undher laws of the state of its organization, is duly
qualified and in good standing in any jurisdictiwhere such qualification is required, and has thegqy and authority to carry on the business
in which it is engaged and/or proposes to engage.

3.4 Power and Authorization. Borrower has the power and authority to enttey this Agreement and to execute and deliver the
Note and all other Loan Documents. This Agreemadtall things required by this Agreement and thept.oan Documents have been d
authorized by all requisite action of Borrower.

3.5 Authority to Borrow.  The execution, delivery and performance of &gseement, the Note and all other Loan Documergs a
not in contravention of any of the terms of anyentlire, agreement or undertaking to which Borraserparty or by which it or any of its
property is bound or affected.

3.6 Compliance with Laws. Borrower is in compliance with all applicabsens, rules, ordinances or regulations which mdtgria
affect the operations or financial condition of Buwer.

3.7 Title. Except for assets which may have been dispokiedthe ordinary course of business, Borrower dasd and marketable
title to all property reflected in its financiabs¢ments delivered to Bank and to all property sedwy Borrower since the date of said
financial statements, free and clear of all Liengept Liens specifically referred to in said fineh statements.

3.8 Financial Statements. Borrower's financial statements, including bathalance sheet at September 30, 2001, togettter wi
supporting schedules, and an income statementidaXine (9) months ended September 30, 2001, havetdfiore been furnished to Bank,
true and complete, and fairly represent Borrowfarancial condition for the period covered thereSince September 30, 2001, there has
no material adverse change in Borrower's finarmaldition or operations.

3.9 Litigation. There is no litigation or proceeding pendindroeatened against Borrower or any of its propettich is reasonabl
likely to affect the financial condition, property business of Borrower in a materially adverse meamor result in liability in excess of
Borrower's insurance coverage.

3.10 ERISA. Borrower's defined benefit pension plans (dsdd in the Employee Retirement Income Security #1974, as
amended ("ERISA")), meet, as of the date hereefntimimum funding standards of Section 302 of ERI&#d no Reportable Event or
Prohibited Transaction as defined in ERISA has oeclwith respect to any such plan.

3.11 Regulation U. No action has been taken or is currently pldrimeBorrower, or any agent acting on its behakfiolv would
cause this Agreement or the Note to violate Remuridll or any other regulation of the Board of Gov@s of the Federal Reserve System, or
to violate the Securities and Exchange Act of 193€ach case as in effect now or as the same eraafter be in effect. Borrower is not
engaged in the business of extending credit foptlrpose of purchasing or carrying
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margin stock as one of its important activities,adept as may be expressly agreed to and docathbatween Borrower and Bank, none of
the proceeds of the Loan will be used directlynaliriectly for such purpose.

3.12 No Event of Default. Borrower is not now in default in the paymehany of its material obligations, and there existsEvent
of Default, and no condition, event or act whictihanotice or lapse of time, or both, would congéitan Event of Default.

3.13 Continuing Representations and Warranties. The foregoing representations and warrantiai bk considered to have been
made again at and as of the date of each and Ewarydisbursement and shall be true and correat @ach such date.

SECTION 4. AFFIRMATIVE COVENANTS

Until all sums payable pursuant to this dgment, the Note and the other Loan Documents e paid in full, unless Bank otherwise
consents in writing, Borrower agrees tt



4.1 Use of Proceeds. Borrower will use the proceeds of the Loan aadyprovided in Section 1 above.

4.2 Payment of Obligations. Borrower will pay and discharge promptly akéa, assessments and other governmental charges an
claims levied or imposed upon it or its propertyaay part thereof; provided, however, that Borroafall have the right in good faith to
contest any such taxes, assessments, charge$nas elad, pending the outcome of such contest, layde refuse payment thereof provided
that adequately funded reserves are establishéddpay and discharge any such taxes, assessmbatges and claims.

4.3 Maintenance of Existence. Borrower will maintain and preserve its existenits assets, and all rights, franchises, liceasel
other authority necessary for the conduct of itsifiess, and will maintain and preserve its prop@duipment and facilities in good order,
condition and repair. Bank may, at reasonable tiivisg and inspect any of Borrower's properties.

4.4 Records. Borrower will keep and maintain full and acderaccounts and records of its operations in aeecma with GAAP an
will permit Bank, at Borrower's expense, to haveess thereto, to make examination and photocolpéedf, and to make audits of
Borrower's accounts and records and Bank's caddllatierring regular business hours.

4.5 Information Furnished. Borrower will furnish to Bank:

(@  Within Thirty (30) days after the close of eaclcéisquarter, except for the final quarter of easbdl year, its unaudited
balance sheet as of the close of such fiscal quitteinaudited income and expense statementywih-to-date totals and
supportive schedules, and its statement of retagaenings for that fiscal quarteall prepared in accordance with GAAP;

(b)  Within One Hundred Twenty (120) days after the eloeach fiscal year, a copy of its statementrarfcial condition
including at least its balance sheet as of theeatdsuch fiscal year and its income and experseraent, and its retained
earnings statement for such fiscal year, examineldpaepared on an audited basis by independeiifieublic accountants
selected by Borrower and reasonably satisfactoBatuk, in accordance with GAAP along with any masmagnt letter
provided by such accountants;

(©) Give Notice to Bank within Fifteen (15) days of agiyaranty issued obligating Borrower or Guarantors.

(d) Prompt written notice to Bank of any Event of Ddfaw breach under any of the terms or provisioithis Agreement or any
other Loan Document, any litigation which would bav
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material adverse effect on Borrower's financialditban, and any other matter which has resulteains likely to result in, a
material adverse change in Borrower's financiab@gon or operations;

(e Prior written notice to Bank of any change in Baven's [officers] [general partners] [members] attteo senior management,
Borrower's name, and the location of Borrower'e@sgrincipal place of business or chief executifiice;

® Copies of any amendments to Borrower's loan doctsneith Wells Fargo Bank;

(g)  Within fifteen (15) days after Borrower knows orsh@ason to know that any Reportable Event or Bitell Transaction (as
defined in ERISA) has occurred with respect to defined benefit pension plan of Borrower, a statenoé an authorized
officer of Borrower describing such event or coimditand the action, if any, which Borrower proposetake with respect
thereto;

(h) Give written notice at least Thirty (30) days priorthe proposed closing date of any acquisitioexcess of Eight Million
Dollars ($8,000,000), providing a description o thusiness or assets to be acquired and the téiims acquisition; and

() Such other financial statements and informatioBask may reasonably request from time to time.

4.6 Tangible Net Worth.  Borrower will at all times maintain Tangible N&orth of not less than One Hundred Eighty Million
Dollars ($180,000,000) increasing by fifty percé%) of Borrower's net profit after taxes for ediskal quarter ending on or after
December 31, 2001. "Tangible Net Worth" means Beers net worth increased by indebtedness subdediria Bank and decreased by
patents, licenses, trademarks, trade names, gdaiwlilother similar intangible assets, organizai@xpenses, security deposits, prepaid
costs and expenses and monies due from affiliateliding officers, shareholders and directors).

4.7 Adjusted Total Liabilities to Tangible Net Worth.  Borrower will at all times maintain a ratio Afljusted Total Liabilities to
Tangible Net Worth of not greater than 1.5:1.0. jiistied Total Liabilities" shall mean total liabidis plus all guarantees and similar
contingent liabilities of Borrower and Guarantc



4.8 Profit From Operations. Borrower will achieve net profit from operat&ras defined by generally accepted accounting
principles, of any positive amount for each fisgaér.

4.9 Cash Flow Ratio. Borrower will maintain a ratio of Cash FlowDebt Service of not less than 1.5:1.0 as of theectuf each
fiscal year. "Cash Flow" means net profit afteressxo which depreciation, amortization and othercash expenses are added for the twelve
(12) month period immediately preceding the dateadéulation. "Debt Service" shall mean interegiemnses plus prior period current portion
of long-term debt, including subordinated debt pagts.

4.10 Insurance. Borrower will keep all of its insurable propgrivhether real, personal or mixed, insured by canwgs approved by
Bank, against fire and such other risks, and ith uimounts as is customarily obtained by compariaducting similar business with respect
to like properties.

4.11 Additional Requirements. Upon Bank's demand, Borrower will promptly takesh further action and execute all such
additional documents and instruments in connedtiibin this Agreement and the other Loan DocumentBa in its reasonable discretion
deems necessary, and promptly supply Bank with stheér information concerning its affairs as Bankymequest from time to time.

4.12 Litigation and Attorneys' Fees. Upon Bank's demand, Borrower will promptly gayBank reasonable attorneys' fees,
including the reasonable estimate of the allocatess and expenses of in-house legal counsel affdastd all costs and other expenses paid
or incurred by Bank in

collecting, modifying or compromising the Loan ardnforcing or exercising its rights or remediesated by, connected with or provided for
in this Agreement and the other Loan Documentanif judicial action, arbitration or other proceeagisa commenced, only the prevailing
party shall be entitled to attorneys' fees and tocoasts.

4.13 Bank Expenses. Upon Bank's request, Borrower will pay or reurde Bank for all costs, expenses and fees incinydgank ir
preparing and documenting this Agreement and ttenLand all amendments and modifications to anyl@acuments, including but not
limited to all filing and recording fees, costsagfpraisals, insurance and attorneys' fees, indjuttié reasonable estimate of the allocated
and expenses of in-house legal counsel and staff.

SECTION 5. NEGATIVE COVENANTS

Until all sums payable pursuant to this égmnent, the Note and the other Loan Documents i paid in full, unless Bank otherwise
consents in writing, Borrower agrees that:

5.1 Liens. Borrower will not create, assume or suffersseany Lien on any of its property, whether rgedrsonal or mixed, now
owned or hereafter acquired, or upon the inconalits thereof, except (a) Liens in favor of Baflx) Liens for taxes not delinquent and
taxes and other items being contested in good, f@}minor encumbrances and easements on reagfiyophich do not affect its market
value, (d) existing Liens on Borrower's personalgerty, and (e) future purchase money securityésts encumbering only the personal
property purchased.

5.2 Other Indebtedness. Create, incur, assume or permit to exist adglredness or liabilities resulting from borrowinlggans or
advances, whether secured or unsecured, matureth@atured, liquidated or unliquidated, joint or esl, except (a) the liabilities of
Borrower to Bank; (b) trade debt incurred by Boreown the normal course of its business; (c) thstigg liabilities of Borrower disclosed to
Bank on its financial statement referenced in $ec3.8 hereof; (d) indebtedness arising underiegiseal estate secured loans, provided
however that such indebtedness shall not excedégher of (I) One Hundred percent (100%) of thgragate purchase price of such real
property as valued; or (ii) the aggregate appraiséae of such real estate collateral; (e) unsetimdebtedness of Borrower to Wells Fargo
Bank in an aggregate amount not to exceed NinaedWitind Two Hundred Thousand Dollars ($9,200,080% (f) unsecured indebtedness of
subsidiaries in an aggregate amount not to exceedVillion Dollars ($10,000,000).

5.3 Sale of Assets, Liquidation or Merger. Borrower will not liquidate, dissolve or entato any consolidation, merger, partners
or other combination, or convey, sell or leas®athe greater part of its assets or businessymhase or lease all or the greater part of the
assets or business of another.

5.4 Loans, Advances and Guaranties. Borrower will not, except in the ordinary coeirsf business as currently conducted, make
any loans or advances, become a guarantor or sorghjedge its credit or properties; except fooamnts not in excess of Twenty Five Milli
Dollars ($25,000,000) in the aggregate.

5.5 Acquisition. Borrower will not make any acquisitions or aicguany net assets, other than fixed or capitadtasscquired in the
normal course of business, in excess of TwentyidfilDollars ($20,000,000) in any fiscal ye



5.6 Payment of Dividends. Borrower will not declare or pay any dividendther than dividends payable solely in its own o@m
stock, or authorize or make any other distributiotih respect to any of its stock now or hereaftaistanding.
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5.7 Redemption of Stock. Borrower will not redeem or retire any sharétefcapital stock for value. Notwithstanding the
aforementioned, stock repurchases not exceedintyTFive Million Dollars ($35,000,000) in the aggee will be allowed.

5.8 Affiliate Transactions. Borrower will not transfer any property to aafiliate, except for value received in the norroaiirse of
business and for an amount, including any manageaneservice fee(s), as would be conducted andyelsbwith an unrelated or unaffiliated
entity. Borrower will not pay any management fedear for services to any affiliate without Bankisop written consent.

5.9 Lease Obligations. Borrower will not incur new lease obligatiorslassee which would result in aggregate lease eatgior
any fiscal year exceeding Fifteen Million Dollafl6,000,000). Each such lease shall be of equiporaeil property needed by Borrower in
the ordinary course of its business.

5.10 Borrower will not amend, alter, supplement or otfiee modify the terms of Guarantor's existing ineebess to Wells Fargo
Bank, N.A.

5.11 Borrower will not transfer the proceeds of any learadvance hereunder, or any other asset of Bemtmany affiliate of
Guarantor, unless such transfer is evidenced kalid and enforceable instrument or statement oot

SECTION 6. EVENTS OF DEFAULT

The occurrence of any of the following eteefiEvents of Default") shall terminate any obtiga of Bank to make or continue the Loan
and shall automatically, unless otherwise provideder the Note, make all sums of interest and fpa@nd any other amounts owing under
the Loan immediately due and payable, without motitdefault, presentment or demand for paymentgpt or notice of nonpayment or
dishonor, or any other notices or demands:

6.1 Borrower shall default in the due and punctual paytof the principal of or the interest on the Naten any amounts owing
under any of the Loan Documents;

6.2 Any default shall occur under the Note;
6.3 Borrower shall default in the due performance @esbance of any covenant or condition of the Loacudnents;

6.4 Any guaranty or subordination agreement requirgdumader shall be breached or becomes ineffectivany Guarantor or
subordinating creditor shall die, disavow or attétoprevoke or terminate such guaranty or subotitinagreement; or

6.5 There shall be a change in ownership or contré¢efpercent (10%) or more of the equity interast8arrower or any
Guarantor.

SECTION 7. GENERAL PROVISIONS

7.1 Additional Remedies. The rights, powers and remedies given to Baarkinder shall be cumulative and not alternative an
shall be in addition to all rights, powers and rdmae given to Bank by law against Borrower or atheo person or entity including but not
limited to Bank's rights of setoff and banker'slie

7.2 Nonwaiver. Any forbearance or failure or delay by Banlekercising any right, power or remedy hereundell sioabe deeme
a waiver thereof and any single or partial exerofsany right, power or remedy shall not preclude further exercise thereof. No waiver s
be effective unless it is in writing and signedabsyofficer of Bank.

7.3 Inurement. The benefits of this Agreement and the othearLBocuments shall inure to the successors angrasssf Bank and
the permitted successors and assigns of Borrowegry attempted assignment by Borrower withoutkBaprior written consent shall be n
and void.



7.4 Applicable Law. This Agreement and the other Loan Document Bajoverned by and construed according to tiws laf the
State of California.

7.5 Severability. Should any one or more provisions of this Agreat or any other Loan Document be determined itidual or
unenforceable, all other provisions of such docursiall nevertheless be effective.

7.6 Controlling Document. In the event of any inconsistency betweenéhms of this Agreement and any other Loan Document,
the terms of the other Loan Document shall prevail.

7.7 Construction. The section and subsection headings hereifoamnvenient reference only and shall not limibtherwise
affect the interpretation of this Agreement.

7.8 Amendments. This Agreement may be amended only in writiiggned by all parties hereto.

7.9 Counterparts. Borrower and Bank may execute one or more @patts to this Agreement, each of which shall é&ented an
original, but all such counterparts when taken tiogie shall constitute one and the same agreement.

7.10 Notices. Any notices or other communications provideddoallowed hereunder shall be effective only whiaeig by one of th
following methods and addressed to the partieledt tespective addresses and shall be considetsalve been validly given (a) upon
delivery, if delivered personally, (b) upon receiptnailed, first class postage prepaid, with thdted States Postal Service, (c) on the next
business day, if sent by overnight courier sereicecognized standing, or (d) upon telephonediomation of receipt, if telecopied. The
addresses to which notices or demands are to ke giay be changed from time to time by notice @etid as provided above.

7.11 Integration Clause. Except for the other Loan Documents, this Agrest constitutes the entire agreement between Badk
Borrower regarding the Loan, and all prior oralwitten communications between Borrower and Bardildie of no further effect or
evidentiary value.

THIS AGREEMENT is executed on behalf of gaaties by their duly authorized representativaéspf the date first above written.

Acknowledged by Guarantors:

Simpson Manufacturing Co., Inc.

Simpson Strong-Tie Company Inc.

By: By:

Title: Title:

Address: By:
Title:

Koll Dublin Corporate Center
4120 Dublin Blvd., Suite 400
Dublin, CA 94568

Simpson Dura-Vent Company, Inc.

By:
Telephone: (925) 460-9912 Title:
Facsimile: (925) 847-9114

By:

Title:

UNION BANK OF CALIFORNIA, N.A.

By:
Title:

By:
Title: Address;

Two Walnut Creek Center
200 Pringle Avenue, Suite 260
Walnut Creek, CA 945¢-3570

Attention: Carol Garrett



Telephone: (925) 947-2439
Facsimile: (925) 94-2424
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EXHIBIT 10.2
PURCHASE AND SALE AGREEMENT
AIRPORT WAY PROPERTY

THIS PURCHASE AND SALE AGREEMENT AND JOINESCROW INSTRUCTIONS (this "Agreement") is made athe 26th day
of February, 2001 (the "Effective Date"), by andwsen Carl D. Panattoni ("Seller"), and Simpson Manturing Corporation, a Delaware
corporation ("Buyer") with reference to the followi facts.

A. Seller owns the real property whistSan Joaquin County Assessor's Parcel Nos. 168344, -55, -56, -57, -60 and -61,
consisting of approximately 46.962 acres of reapprty, and all improvements thereon, further dbsdrin the Preliminary Title Report
attached agxhibit "A" (the "Sale Property").

B. Seller has agreed to sell to Buyet Bayer has agreed to buy from Seller the landpngerty described in this Agreement in
accordance with and upon satisfaction of the teansconditions set forth herein.

NOW, THEREFORE, in consideration of the naltcovenants and conditions contained hereinfanadther good and valuable
consideration, the receipt and sufficiency of whichereby acknowledged, the parties hereto agréalaws:

1. GENERAL

1.1 The Property. The Sale Property, including any right, tittelanterest of Seller in and to adjacent stredisysor rights-of-way;
the buildings, structures, fixtures and other inveroents affixed to or located thereon; and, anyadinaf Seller's right, title and interest in ¢
to (i) all assignable contracts and agreementsipgrlicenses, approvals, authorizations, entiédets issued by any governmental authori
connection with the Sale Property and (ii) all gsable drawings, plans and specification pertaitintgpe development of the Sale Property.

1.2 Purpose. The purpose of this Agreement is to providetifier purchase and sale of the Sale Property, aestablish the terms
and conditions thereof.

The parties acknowledge that they will BEdssing with each other purchase, developmedifpagonstruction alternatives regarding
the Sale Property during the 45 day Study Periatkdtherein, including the completion of offsitgpimvements and construction of an
approximately 275,000 square foot building(s) aa$ale Property. The parties shall continue to ti@gosuch alternatives that may
supercede, by mutual agreement, the terms andtmmlistated herein, including, without limitatiadghe obligations to pay for and construct
off site improvements. Notwithstanding the foregpim the event that the parties do not reach ageeeon any such options or alternatives,
the terms of this Agreement shall remain in fulicl®and effect.

1.3 Exchanges. Either party may prefer to exchange rather g&hor buy. The parties will cooperate in thagaed, but the non-
exchanging party shall not be required to incur adgitional cost, liability, or expense. The noreieanging party shall not be required to take
title to any property that it is not ultimately agdng.

2. SALE PROPERTY

2.1 Agreement of Sale. Seller agrees to sell and Buyer agrees to psecthe Sale Property on the terms and conditjpersfeed in
this Agreement



2.2 Price. The purchase price ("Purchase Price") of tHe Beoperty shall be $4,396,066, less a credi2&0$000 for Buyer's offsi
improvements. The Purchase Price is based onacredge of 46.962 as established by Siegfried Erging. The cost of preparing such
survey shall be borne by Seller. Buyer shall bpaasible for the Airport Way offsite improvementsstated irParagraph 4.07

provided that if Buyer elects, in its sole disavatio engage Seller as contractor of the improvésnéme construction agreement will include
the offsite improvements and Buyer shall deposg200.00 in escrow pursuant to a mutually accéptdécrow agreement which amount
shall be released to Seller upon the completich@bffsite improvements and the acceptance of snplovements by Buyer. Buyer may not
purchase less than all of the Parcels comprisiadgstide Property.

2.3 Terms of Sale. The Purchase Price shall be paid in cash ujpse of escrow. All cash amounts shall be in lawfoney of the
United States and shall include any Deposit.

2.4 Bonded Indebtedness.In addition to the Purchase Price and all o#lmreounts to be paid by Buyer pursuant to this Ageg,
Buyer agrees to assume the balance due (prinaipahgerest) on the portion of any and all pubdipprovement bonds and assessments
attributable to the Sale Property (determined asglrcentage of the total bond or assessment exjtied Sale Property's percentage of the
total land area encumbered by such bonds) whichaoastitute a lien on the Sale Property at closesofow or afterwards. Notwithstanding
the foregoing, Seller shall be responsible for pgyis allocable share of all such bonds or assesstnfior the period prior to the close of
esCrow.

2.5 Good Faith Deposit. Upon execution of this Agreement, Buyer agteesoncurrently open escrow and deposit with Figdlitle
Company ("Title Company") the sum of ONE HUNDRED OHSAND DOLLARS ($100,000.00). On or before the efithe Study Period
stated inParagraph 4.06, in the event Buyer wishes to proceed with trassaction, Buyer shall deposit an additional ONENBRED
FIFTY THOUSAND DOLLARS ($150,000.00) into escrowcaBuyer shall concurrently order Title Companyetease to Seller the entire
$250,000.00 deposit plus accrued interest, allldtkvshall be held in accordance with the termthisf Agreement. If the sale does not occur
as a result of a Seller default, in addition too&lBuyer's rights and remedies under this Agrednieis an express covenant and agreement of
Seller that Seller shall immediately return the 8&pto Buyer together with all accrued intere$te 250,000 deposit shall be subject to
Paragraph 2.06in the event escrow does not close. If Buyer datslaposit the additional $150,000, the Title Comypshall automatically
and without further notice, return the deposit toy8 with all accrued interest, and this Agreensdatl terminate. In the event of such
termination, neither party shall have any furthigligation or liability to the other, except for e provisions that expressly survive
termination.

All deposits shall be deposited into ariiest bearing account, with interest paid to tlegprent of the underlying principal. All deposits
are subject to the terms and conditions set forfPairagraph 2.060f this Agreement. The parties specifically ageestecute such
instructions as Title Company may require to convpith thisParagraph 2.

2.6 LIQUIDATED DAMAGES. IN THE EVENT THE SALE OF THE PROPERTY AS CONTEMATED HEREUNDER IS NOT
CONSUMMATED BY REASON OF A DEFAULT OF BUYER UNDERHIS AGREEMENT, THE DEPOSIT (INCLUDING ALL
INTEREST EARNED FROM THE INVESTMENT THEREOF) SHALBE PAID TO AND RETAINED BY SELLER AS LIQUIDATED
DAMAGES AND AS SELLER'S SOLE AND EXCLUSIVE REMEDY NDER THIS AGREEMENT, AT LAW OR IN EQUITY AS A
RESULT OF SUCH DEFAULT. THE PARTIES ACKNOWLEDGE THASELLER'S ACTUAL DAMAGES IN THE EVENT THAT THE
SALE IS NOT CONSUMMATED WOULD BE EXTREMELY DIFFICUL OR IMPRACTICABLE TO DETERMINE. THEREFORE, BY
SEPARATELY INITIALING THIS SECTION, THE PARTIES ACKOWLEDGE THAT THE NONREFUNDABLE DEPOSIT OF HAS
BEEN AGREED UPON, AFTER NEGOTIATION, AS THE PARTIEBEASONABLE ESTIMATE OF SELLER'S DAMAGES AND AS
SELLER'S SOLE AND EXCLUSIVE REMEDY UNDER THIS AGRBEENT, AT LAW OR IN EQUITY AGAINST BUYER IN THE
EVENT THE CLOSING DOES NOT OCCUR BY REASON OF BUYESRDEFAULT. BUYER AND SELLER ACKNOWLEDGE THAT
THEY HAVE READ AND UNDERSTOOD THE ABOVE PROVISION
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COVERING LIQUIDATED DAMAGES, AND THAT EACH PARTY WAS REPRESENTED BY COUNSEL WHO EXPLAINED THE
CONSEQUENCES OF THIS LIQUIDATED DAMAGES PROVISIONTATHE TIME THIS AGREEMENT WAS EXECUTED. SELLER
HEREBY WAIVES ANY AND ALL BENEFITS IT MAY HAVE UNDER CALIFORNIA CIVIL CODE SECTION 3389.

Seller's Initial Buyer's Initial
3. ESCROW

3.1 Opening. The purchase and sale of the Sale Propertyshabnsummated by means of an escrow that is tipbned at Fidelit
Title Company immediately after execution of thigréement



3.2 Closing. Escrow shall close no later than fifteen (1&yslafter the Study Period stated@ragraph 4.06, which date shall be
referred to herein as the "Scheduled Closing D#trY. earlier closing or extensions beyond that ahtal require the written consent of
Buyer and Seller.

3.3 Instructions. The escrow instructions given Title Companylldbea consistent with the terms of this Agreemeanid shall provid
that as between the parties, the terms of this é&gesnt shall prevail if there is any inconsistency.

3.4 Costs. The parties shall share equally escrow fedterShall bear the cost of the CLTA title policgwerage for the Sale
Property. Recording fees shall be allocated in mtantce with the custom in San Joaquin County, Qalif. Seller shall pay the transfer taxes
on the Sale Property. Buyer shall bear the expehtee ALTA increment of the title insurance premiif any, together with the cost of any
ALTA survey or inspection, and any endorsementsiested by Buyer, excluding however, the survey ¢éasare the net acreage of the Sale
Property.

3.5 Prorations. All charges and credits with respect to theeSabperty, including without limitation real prapetaxes, assessme
and bond payments, shall be prorated to closeabes

4. CONDITIONS TO CLOSE OF ESCROW

4.1 General. The provisions of thiBaragraph 4 are conditions precedent to the close of the esdesgribed irParagraph 3and
unless otherwise provided expressly or by conteet,covenants.

4.2 Title. Seller shall cause title to be conveyed to Bipyea grant deed in the form attached to this Agrent aExhibit "B" (the
"Grant Deed") subject only to current taxes anep#xceptions approved by Buyer pursuarRdoagraph 4.03. Seller must cause Title
Company to issue its ALTA policy of title insuraniosuring title in Buyer with liability in the amow of the Purchase Price, subject only to
the exceptions which have been approved by Buyeéti€"Policy"). If Buyer does not accept an exceptiSeller shall have the right to
remove such exception or obtain, at Seller's exqéditke insurance over the exception or advisedBulyat it will not cure such title defect.
Notwithstanding the foregoing, Seller shall remallanonetary exceptions. The policy shall list otilg taxes and exceptions set fortl
Paragraph 4.03in addition only to the printed exceptions commosiich ALTA policy. Seller shall provide customaffidavits and
undertaking to the Title Company to enable it tnoge exceptions for occupancy, mechanics liensoémer similar items.

4.3 Approval of Encumbrances. With respect to existing encumbrances, Seliall provide Buyer with legible copies of all
exceptions shown in the Preliminary Title Repouy8r shall approve or disapprove such items withénStudy Period described in
Paragraph 4.06.

4.4 Cash and Deed. Buyer shall deposit with Title Company the casld documents required from Buyer in connectiath tie
escrow and shall cause Title Company to deliveptirehase consideration to Seller upon the clogsafow. Seller shall deposit with Title
Company the documents required from Seller in cotimie with the escrow, including without limitatipa Non-Foreign Affidavit pursuant to
Section 1445(b)(2) of the Internal Revenue Coderim and
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substance satisfactory to the parties and a St&aldornia Form 507, and shall cause Title Comptmbe ready, willing and able to record
and deliver to Buyer the duly executed and ackndgée Grant Deed.

4.5 Failure of Title. If Seller is unable to convey marketable titlehe aforesaid condition within the allowable ¢éito close escrov
or if the Sale Property or any portion thereof Ehalie been destroyed or materially damaged byevieatcause, then Buyer may either ac
the Sale Property in its then state and conditfditle or terminate this transaction and receivefand of all funds as set forth herein. If
Buyer elects to terminate as aforesaid and providatSeller is not otherwise in default of itsightions hereunder, Buyer shall not have any
claim against Seller or the Sale Property (exdegt Buyer's Deposit shall be refunded). Sellerldfealeemed able to deliver (or have
delivered) marketable title herein required if #&i€ompany stands ready to issue on the date angldse Title Policy.

4.6 Study Period. Buyer shall have 45 days ("Study Period") fribva later of (i) the date Seller delivers to Bugdully executed
copy of this Agreement, (i) all exceptions to th#erReport as stated Paragraph 4.03, and (iii) the documents listed in the attached
Exhibit "C" ("Property Documents") within which to study thenddion of the Sale Property and the feasibilitydef/eloping it. Buyer shall
perform such studies at its own cost. During thel$tPeriod, Buyer and its representatives may ¢héeBale Property to inspect, test, and
survey it. Buyer shall repair any damage causeshinye, and Buyer agrees to indemnify and hold Sedienless from any claims, including
reasonable attorneys' fees, caused by such erdrgdivities. On or before the end of the Studyidekrif Buyer, in its sole and absolute
discretion, disapproves the results of such studieBuyer is silent, this Agreement shall term@ahd Buyer shall receive a refund of the
Deposit in accordance witParagraph 2.05. If Buyer does not purchase the Sale Property eBakiall promptly return all documents to
Seller.

4.7 Offsite Improvement Seller shall be responsible for all improvensenurrently required by the City of Stockton pursua the



documents attached Eghibit "C" , except Buyer shall be responsible for all offgit@rovements required along the Sale Propertyistéige
on Airport Way.

4.8 Covenants, Conditions and RestrictionsThe parties agree that the exceptions to the Policy shall also include additional
covenants, conditions and restrictions of the Batgperty, subject to mutual approval of the partidsich shall be an express condition
precedent to each party's respective obligatiariadse escrow.

5. POSSESSION
Vacant possession of the Sale Propertg,drel clear of any leases or other occupancy séalven to Buyer upon close of escrow.
6. BROKERS

Seller represents it has not engaged ribaigare of any person entitled to any brokeragemission or finder's fee in connection with
this Agreement, except for CB Richard Ellis, Comn& Carey Commercial, and Collier's Internationehjch shall be compensated by Seller
pursuant to a separate agreement. Buyer reprasbatsnot engaged nor is it aware of any persditlezhto any brokerage commission or
finder's fee in connection with this Agreement. &picas may be specifically provided to the contrarthis Agreement, neither Buyer nor
Seller is represented in this transaction by aay@state broker or agent. Each party agrees @nindy the other party against any claim
asserted against or adjudged against the othey, fartany brokerage commission or finder's feamy like compensation occasioned by o
a result of any act or omission of each such partyuding all attorney's fees, costs, expenses aay other fees incurred by, charged against,
or adjudicated
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against, the other party, whether or not suitledfiwhich are related to this indemnity agreenterégnforcement thereof.
7. WARRANTIES

7.1 Toxic Substances. Seller hereby warrants that to its actual kmalgk there is not any contamination, hazardouseveagbxic
substance in existence on or below the surfackeoSale Property, including without limitation, tamination of the soil, sub-soil or
groundwater which constitutes a violation of any,laule or regulation of any government entity mavjurisdiction thereof or which exposes
Buyer to liability to third parties.

7.2 Physical Condition of Property. Seller hereby warrants that to Seller's adtnalvledge: (i) there are not any defects in thellan
or improvements comprising the Sale Property; d@pdl{ improvements constructed by Seller, if ahgye been constructed according to
applicable building codes pursuant to building pésrissued by the appropriate governmental enéig)(iand have been inspected and
approved by such entities.

7.3 Contracts and Intangibles. To Seller's actual knowledge, the Seller hasided Buyer with complete copies of all contraantsl
materials in its possession pertaining to the ageration and development of the Sale Property.

7.4 Definition of Actual Knowledge. The phrase "Seller's actual knowledge" shalimibe current knowledge of Carl Panattoni and
Mel Souza, without any requirement of due inquitlyes than a review of their files for the Property.

7.5 Indemnification. Seller hereby agrees to indemnify and defengeBagainst any claim or lien, including all atteyrs fees, cost
and expenses, incurred by Buyer relating to the Babperty and resulting from any breach by Selfi¢his Agreement. Buyer similarly
indemnifies Seller for claims resulting from Bugebreach of this Agreement.

7.6 As-Is, Where-Is. Except as stated otherwise herein, Buyer acletyes that Buyer is acquiring the Sale Properi{sitAS-IS"
condition as of the date of close of escrow, saleleliance on its own inspections and examinatéo its own evaluation of the Sale
Property. There are no representations, warrami®®nants, understandings or agreements amorngtties to this Agreement regarding the
Sale Property or the transfer of the Sale Propmrhyemplated by this Agreement other than thoserpurated in this Agreement.

8. RISK OF LOSS

Prior to the close of escrow, Seller shakir all risks of loss to the Sale Property. Frowh after the close of escrow Buyer assumes and
shall bear all risks of loss to the Sale Property.

9. MISCELLANEOUS



9.1 Choice of Law, Courts, Attorneys' FeesThis Agreement has been executed in Sacram@atiiornia, and shall be governed by
and construed in accordance with the laws of th&eSif California.

In the event of any action or proceedintyveen Seller and Purchaser to enforce any provisidhis Agreement, the losing party shall
pay to the prevailing party all costs and expensetijding, without limitation, reasonable attorsefees and expenses, incurred in such a
and in any appeal in connection therewith by suelvailing party. The prevailing party will be datgned by the court before whom the
action was brought based upon an assessment df whity's major arguments or positions taken irsthitor proceeding could fairly be said
to have prevailed over the other party's major im@nts or positions on major disputed issues ircthet's decision.
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IF ANY ACTION OR PROCEEDING BETWEEN SELLEMRND BUYER TO ENFORCE THE PROVISIONS OF THIS
AGREEMENT PROCEEDS TO TRIAL, SELLER AND BUYER HEREBNAIVE THEIR RESPECTIVE RIGHTS TO A JURY IN SUCH
TRIAL. Seller and Buyer agree that this paragrapstitutes a written consent to waiver of trialjbgy within the meaning of California
Code of Civil Procedure Section 631(a)(2), and gaoty does hereby authorize and empower the ptimty to file this paragraph and/or this
Agreement, as required, with the clerk or judgamyf court of competent jurisdiction as a writtemsent to waiver of jury trial.

9.2 Assignments. Either party may assign this Agreement in whaslén part, voluntarily or involuntarily, withoytrior written
consent of the other party. Any assignment shallel@ve the assigning party of liability hereunde

9.3 Time of Essence. Time is of the essence of this Agreement arntti@escrow provided for herein.

9.4 Integration. This Agreement, including the Exhibits refertecherein, contains the entire agreement of theéegsahereto, and
supersedes any prior written or oral agreementsdset them concerning the subject matter contaieeeitn There are no representations,
agreements, arrangements, or understandings, ronaltten, relating to the subject matter which ao# fully expressed herein. This
Agreement may be modified only by a writing sigrgtthe party against whom it is sought to be ergdrc

9.5 Exhibits. All Exhibits to which reference is made arermed incorporated into this Agreement as thougly fesit forth at length,
whether or not actually attached.

9.6 Additional Documents. Each party shall execute and deliver such decitsnas may be reasonably requested by the ottgrtp.
carry out the purpose and intent of this Agreement.

9.7 Notice. Any notice required or desired to be given lblgex party to this Agreement shall be in writingdeshall be personally
delivered to the address stated below, or in lfguessonal delivery, may be sent facsimile or lyutable overnight courier addressed to the
other at the address listed opposite such parmyterat the end of this Agreement. Any notice giveffiacsimile shall also be sent by
reputable overnight courier on the same day, aatl sb deemed to have been given on the day tlsinfde is sent. Any notice given by
overnight delivery shall be deemed to have beeargon the day of delivery. Either party may, bytten notice to the other in the manner
aforesaid, change the address or telephone numbérith notices addressed to it shall thereafteaked or mailed.

9.8 Dependency and Survival of ProvisionsThe respective warranties, representationgrants, agreements, obligations, and
undertakings of each party hereunder shall be nogstas dependent upon and given in consideratithose of the other party, and shall
survive the close of escrow and the delivery ofddee

9.9 Waiver. Waiver by one party of the performance of aoyemant, condition or promise shall not invaliddiis Agreement, nor
shall it be considered to be waived by such pargng other covenant, condition, or promise hereun@he waiver by either or both parties
of the time for performing any act shall not congé a waiver of the time for performing any othet or an identical act required to be
performed at a later time. The exercise of any tgnpeovided by law and the provisions of this Agremt for any remedy shall not exclude
other remedies unless they are expressly excluded.

9.10 Drafting and Preparation. Each party has cooperated and participateldeinitafting and preparation of this Agreement.
Therefore, in any construction to be made of tiigament or any of its terms, both parties shatldrestrued to be equally responsible for the
drafting and preparation of the same.
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9.11 Defaults and Remedies of Buyer and SelleThe following shall constitute a Default herdan (i) either party defaults under
any provision of this Agreement; (ii) either padgfaults under any other provision of this Agreetnéi) if at any time prior to Closing
(a) there shall be filed by either party in anyta@u with any governmental body pursuant to amjuse either of the United States or of i



state, a petition in bankruptcy or insolvency @etition seeking to effect any plan or other areangnt with creditors or seeking the
appointment of a receiver; or (b) a receiver, coreger or liquidating agent or similar person sllappointed for all or a substantial portion
of such party's property: or (c) a party shall giedice to any person or governmental body of weaty or suspension or pending suspension
of its operations; or (d) a material, adverse clkamgrurs in the financial condition of either pastyeither party shall make an assignment for

the benefit of creditors or take any other simdlation for the protection or benefit of creditors.

In the event of a Buyer Default, Sellerlshave the right to keep the Deposit as its setaedy. In the event of a Seller Default
hereunder, Buyer shall have every remedy availabéer California and Federal law, which shall bealative, including without limitation

the right of specific performance and/or damages.
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IN WITNESS WHEREOF, this Agreement shalldoaisidered executed on the latest of the datdsrsletnext to the signatures below.

Seller

/s CARL D. PANATTONI

CARL D. PANATTONI

Dated: February 27, 2001

With a copy tc

Buyer

SIMPSON MANUFACTURING CORPORATION,
a Delaware corporatic

By: /sl MICHAEL HERBERT

Michael Herbert
Chief Financial Officer

Dated: February 23, 2001

With a copy tc

Address and Telephot

Attention: Mel Souza

8401 Jackson Road
Sacramento, California 95826
(916) 381-1561 Tel

(916) 387639 Fax

Martin R. Boersma, Esq.
8413 Jackson Road, Suite C
Sacramento, California 95826
(916) 381-6171 Tel

(916) 381109 Fax

Simpson Manufacturing Corporation
Attention: Michael Herbert

4120 Dublin Boulevard, ¥ Floor
Dublin, California 94568

(925) 560-9611 Tel

(925) 83:-1499 Fax

Alan J. Robin, Esq.
Shartsis, Friese & Ginsburg LLP
One Maritime Plaza, 18th Floor
San Francisco, California 94111
(415) 421-6500 Tel
(415) 42:-2922 Fax

The undersigned is executing this Agreeneeidence its agreement to be bound by the tefrtiee Agreement pertaining to the du
of Title Company with respect to the Deposit anel @osing. Buyer and Seller may amend this Agree¢méhout obtaining the consent of
Title Company except as to amendments which affectights, duties or obligations of Title Compdrmereunder.

FIDELITY TITLE COMPANY

By: /s/ TIMOTHY P. MADDEN

Its: Vice President

Date:  February 27, 2001
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Simpson Manufacturing Co., Inc. and Subsidiaries
Computation of Earnings Per Common Share
For the Three Years Ended December 31, 2001, 20006ck1999
Exhibit 11
Basic Earnings per Share
2001 2000 1999

Weighted average number of common shares outsig 12,105,54 12,019,32 11,834,91
Shares issuable pursuant to stock bonus 2,70C 3,37¢ 2,40(
Number of shares for computation of basic net ine@®r shar 12,108,24 12,022,70 11,837,31

I I I
Net income for computation of basic net incomegrere $ 40,518,12 $ 39,374,744 $ 37,337,15

I I I
Basic net income per she $ 33 % 326 $ 3.1t

Simpson Manufacturing Co., Inc. and Subsidiaries

Computation of Earnings Per Common Share

For the Three Years Ended December 31, 2001, 2000051999

Diluted Earnings per Share

Exhibit 11 (continued)

2000 1999 1998
Weighted average number of common shares outsig 12,105,54 12,019,32 11,834,91
Shares issuable pursuant to employee stock opltims pdess shares

assumed repurchased at the average fair valuegdiinénperioc 204,47 268,08! 392,72:
Shares issuable pursuant to the independent dirstcick option plan,

less shares assumed repurchased at the averagal@@muring the

period 3,12¢ 4,13 3,827
Shares issuable pursuant to stock bonus 2,70C 3,37¢ 2,40(




Number of shares for computation of diluted nebme per shar
Net income for computation of diluted net income §eare $

Diluted net income per sha

12,315,85

40,518,12

©»

3.2¢

12,294,92
I
$ 39,374,74

©*

3.2C

12,233,86
I
$ 37,337,15

©»

3.0¢5
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Simpson Manufacturing Co., Inc. and Subsidiariem@atation of Earnings Per Common Share For the€elifiears Ended December 31,
2001, 2000 and 1999

Exhibit 11

Basic Earnings per Share
Simpson Manufacturing Co., Inc. and Subsidiariem@atation of Earnings Per Common Share For the€elffiears Ended December 31,
2001, 2000 and 1999

Diluted Earnings per Share
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Simpson Manufacturing Co., Inc. and Subsidiaries
List of Subsidiaries of Simpson Manufacturing Co.Jnc.

At March 15, 2002

Simpson Strong-Tie Company Inc., a California coagion

Simpson Dura-Vent Company, Inc., a California cogtion

Simpson Strong-Tie International, Inc., a Califarnorporation

Simpson Manufacturing International CorporatioBaabados corporation
Simpson Strong-Tie Canada, Limited., a Canadiaparation

Simpson Strong-Tie France, Limited., a French caion

Simpson Strong-Tie, S.A., a French corporation

Simpson Strong-Tie Japan, Inc., a California ccapon

Simpson Strong-Tie Australia, Inc., a Californiaparation

Simpson Strong-Tie Company Inc. Chile Y Compafiaitada, a Chilean corporation
Simpson Strong-Tie Company Inc. Argentina SRL, agefstinean corporation
Keymark Enterprises, LLC, a Colorado Limited LiatgilCompany

BMF Bygningsbeslag A/S, a Danish corporation

BMF Simpson GmbH, a German corporation

BMF Jutor Sp.z.0.0, a Polish corporation

Exhibit 21




QuickLinks
Simpson Manufacturing Co., Inc. and Subsidiariest of Subsidiaries of Simpson Manufacturing Coc, Wt March 15, 2002

Exhibit 21

QuickLinks-- Click here to rapidly navigate through this domnt

Simpson Manufacturing Co., Inc. and Subsidiaries
Consent of Independent Accountants

Exhibit 23

We hereby consent to the incorporation by referémtlee Registration Statement on Forms S-8 (Fide 38-85662 and File No. 33-90964) of
Simpson Manufacturing Co., Inc. of our report deffetbruary 4, 2002, relating to the financial staata and financial statement schedule,
which appears in this Form 10-K.

/sl PricewaterhouseCoopers LLP

San Francisco, California
March 29, 2002
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