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Headwaters Incorporated had an extremely active and very successful 
year. Through the efforts and hard work of our employees, fiscal 2004 
proved to be the fifth consecutive record breaking year for the 
Company.  We achieved record revenue, operating income, and 
earnings per share.  For five years, we  have generated an average 
compounded revenue growth rate in excess of 241% and growth in 
market capitalization from $32 million to approximately $1 billion.

Not only did Headwaters break through previous operational and 
financial records, but each business unit demonstrated significant 
progress in their operational development, market penetration and 
profitability levels.  These accomplishments are reflected in  
Headwaters’ record revenues for the year of $554.0 million, up 43% 
from $387.6 million reported for the previous year. Operating income 
for the year increased 66% to $127.8 million from $77.1 million 
reported in fiscal 2003. Net income for the year increased to $64.3 
million or $1.95 per diluted share, compared with $36.6 million or 
$1.30 per diluted share last year. The earnings per share increase 
included one-time license fees recognized in the March quarter 
earnings per share of approximately $0.25.  Organic earnings per 
share growth for the year, excluding the effect of fiscal 2004 
acquisitions, exceeded 34%.

In keeping our promise to diversify our business away from Section 29 
alternative fuel risk, Headwaters continued its strategy of seeking 
returns in excess of our cost of capital from a more diversified cash 
flow stream.  As the pie chart above indicates, Headwaters’ Section 
29 related business now accounts for less than 25% of our total 
revenue on a pro forma basis.  Two years ago, Section 29 related 
business accounted for 88% of revenue.  This diversification strategy 
has resulted in a lower risk profile for Headwaters, but even with lower 
risk we have been able to maintain return on equity of more than 28%.

Fiscal 2004 will be remembered as the year that we successfully 
completed four acquisitions, resulting in the remarkable diversification of 
our revenue stream.  The Eldorado Stone acquisition greatly expanded 
our efforts in our construction materials segment by adding over $100 
million to pro forma revenue. Eldorado is a major participant in the 
manufactured stone segment of the annual $7.9 billion siding market, 
which is the fastest growing segment of that market.  Eldorado’s net 
sales grew 35% in calendar 2003, and annual sales growth over the 
last three calendar years has been approximately 44%.
   
In addition to the Eldorado transaction, Headwaters successfully 
completed three other acquisitions.  On April 9, 2004, we acquired VFL 
Technologies. VFL manages approximately 2 million tons of coal 
combustion products (CCPs) annually in a variety of applications.  VFL 
has been integrated into Headwaters Resources CCP business segment.  
We also acquired SCP, making us one of the largest block 
manufacturers in the state of Texas.  The most exciting aspect of SCP, 
however, is the wide variety of products that can be manufactured by 
our state of the art equipment, including concrete brick, concrete block 
and burnished concrete. 

Our largest transaction during the year was the acquisition of Tapco 
Holdings, Inc.  Tapco is a leading designer, manufacturer and marketer 
of building products and professional tools used in exterior residential 
home improvement and construction. The company has a significant 
market share in its core products. These products are primarily 
injection-molded from polypropylene and enhance the appearance of 
homes and include window shutters, gable vents and mounting blocks 
for exterior fixtures.  This acquisition strengthens and diversifies our 
construction materials platform with complementary products, 
geographic strength, and distribution and logistics capabilities. 

revenue ($ in millions) operating profit ($ in millions) net income ($ in millions)

Dear Fellow Shareholders:

$0

$100

$200

$300

$400

$500

$600

200420032002200120001999
$-30

$0

$30

$60

$90

$120

$150

200420032002200120001999
$-30

$-20

$-10

$0

$10

$20

$30

$40

$50

$60

$70

$80

200420032002200120001999

HEADWATERS 2004 ANNUAL REPORT
ADDING VALUE TO ENERGY™



p2

Approximately 75% of Tapco’s sales are tied to the home improvement 
industry, which is typically less cyclical than new construction because 
remodeling is generally less expensive than a new home and is often 
required to preserve a home’s value. As a result, during economic 
downturns, Tapco’s products have experienced positive growth rates.

While we have completed a number of acquisitions, we have not lost 
focus on development of our proprietary technologies.  One of the key 
developments in the advancement of Headwaters’ proprietary 
technologies was the joint venture agreement signed with Degussa AG 
to develop and commercialize direct synthesis hydrogen peroxide 
(H202).  Degussa is continuing the development of the process 
technology to use our nanocatalyst.  Ultimately, the partnership intends 
to invest in facilities to produce low-cost hydrogen peroxide for chemical 
intermediates.  The commercialization of the technology should result in 
a dramatic drop in the production costs of hydrogen peroxide.

Whether it is improving processes that generate or consume energy or 
improving materials that comprise our environment, Headwaters is 
committed to sustainable business practices and sustainable products.  
With approximately 4,000 employees in 39 states, Headwaters creates 
value through technology innovation and stewardship of natural 
resources.  This theme pervades all of our activities, whether it is the 
commercial development of break-through technologies or the lowest 
possible manufacturing cost of shutters.

At Headwaters, long term growth is rooted in everyday action. Disciplined 
business planning is matched by the conviction that our products and 
technologies can make a difference for the world in which we live – today 
and in the future. This view of business can be summed up in a single 
word: sustainability – meeting the needs of the present without 
compromising the ability of future generations to meet their own needs.

Headwaters embraces sustainability in many ways.  Utilizing resources 
that would otherwise be disposed.  Making products that last longer.  
Making products that use less energy.  Making products using less 
energy.  Improving the efficiency and environmental impact of energy 
generation.  Developing new ways to generate energy from 
underutilized resources.  Improving the efficiency and cleanliness of 
chemical processes.  Establishing effective systems for corporate 
governance and management.  In short, building a company that will 
last – for the benefit of our shareholders, employees and the 
communities we serve.

Indeed, sustainability involves much more than making environmentally 
friendly products.  By making more efficient use of our world’s 
resources, we also make Headwaters a company with staying power.  
Sustainability becomes a competitive advantage in addition to a 
responsible model of conduct.

Continuous improvement is at the core of sustainable business 
practices.  While Headwaters’ companies already share a common 
thread of future-friendly products and technologies, the quest for 
sustainability will always be a process more than a goal.  As the 
company continues to grow – both organically and through integrating 
strategic acquisitions – the commitment to improving our economic 
foundation, our environmental impact, and our social benefit will 
remain paramount.

Sincerely,

Kirk A. Benson
Chairman and Chief Executive Officer

diluted earnings per share proforma revenue mix ($ in millions)
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At Headwaters, long term growth is rooted in everyday 
action. Disciplined business planning is matched by the 
conviction that our products and technologies can make a 
difference for the world we live in – today and in the future.



When Lewis & Clark began their historic voyage of discovery, 
surveying the natural resources of North America was high on the list of 
priorities.  President Thomas Jefferson specifically instructed the 
explorers to seek out “...the mineral productions of every kind; but more 
particularly metals, limestone, [and] pit coal...” 

Exactly 200 years ago, during the winter of 1804-05, the Corps of 
Discovery camped on the banks of the Missouri River in North Dakota.  
Their encampment, called Fort Mandan after a local Indian tribe, was 
located at one of America’s most abundant lignite coal deposits. 

Today Fort Mandan sits at the heart of an energy producing region that 
supplies energy to a wide swath of the upper Midwest.  A reproduction 
of Lewis & Clark’s Fort attracts tens of thousands of visitors annually as 
they retrace the historic exploration of America’s West.

Headwaters played a major role in establishing a Visitor Center at the 
Fort – supplying design guidance and materials for its construction.  
Today, the Visitor Center bears the Headwaters name and is a 
nationally recognized demonstration of the numerous uses for coal 
combustion products.

When coal is consumed as fuel in electric power plants, 
non-combustible minerals remain in the form of ash.  Once considered a 
waste product, this coal ash is now used as a valuable component in 
the manufacture of many building materials.

The Headwaters Fort Mandan Visitor Center was designed with the 
environment in mind.  Located on the site of a previously existing 
building, the Visitor Center blends with its natural surroundings and 
utilizes energy efficient materials and technologies.

the headwaters fort mandan visitor center

At the core of the Fort Mandan Visitor Center lies the use of fly ash as an 
innovative building product.  Headwaters has invented a process to make 
a lightweight, fire resistant, sound and thermal insulating building product 
from fly ash – Flexcrete.

For more than 70 years, Autoclaved Aerated Concrete (AAC) has been a 
fixture in many European and Asian construction markets.  Lightweight, but 
strong, with excellent thermal and acoustic insulation properties, AAC is 
produced in blocks and panels for a wide range of building applications.

In the United States, however, traditional AAC has been slow to take hold 
in construction markets dominated by a plentiful supply of wood-based 
materials.  Complicating the situation is the substantial capital cost of an 
AAC manufacturing facility.

Aerated concrete’s outstanding performance characteristics provide a 
significant market development opportunity.  Headwaters responded to 

the opportunity with the creation of FlexCrete – a new aerated concrete 
technology that features two major improvements over traditional 
manufacturing methods:

Use of large volumes of coal fly ash.  Up to 60% of FlexCrete’s total 
volume is fly ash, replacing portland cement and sand that is used by 
traditional AAC manufacturers.  Furthermore, the patented FlexCrete 
process is able to utilize lower quality fly ash that may not be suitable 
for other types of concrete products.

Elimination of expensive autoclaves and cutting machinery.  The 
FlexCrete process produces an aerated concrete that uses its own 
heat of hydration for curing – eliminating the capital expense of 
autoclaves.  Cured FlexCrete is cut to size using standard sawmill 
technology instead of expensive wire cutting machinery that is used 
for traditional AAC.
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Trails — Walking trails 
throughout the Fort and 
Visitor Center area are 
constructed with a soil 
cement mixture containing 
50% coal fly ash.

Concrete used in flooring, 
sidewalks and the parking lot 
is constructed on a sub-base of 
coal bottom ash.

Exterior walls – in a circular shape reminiscent of a Mandan lodge – 
are 10 inches thick and constructed from Headwaters’ FlexCrete™ 
aerated concrete. One-fifth the weight of regular concrete, FlexCrete is 
filled with tiny air bubbles that provide outstanding sound and thermal 
insulation.  Coal fly ash comprises nearly 60% of the volume of FlexCrete.



Concrete throughout the facility 
contains coal fly ash replacing up to 70% 
of the portland cement. Concrete made 
with fly ash is stronger, more durable, 
and more resistant to chemical attack 
than concrete made with cement alone.

Interior walls are covered with 
Headwaters’ MagnaWall™ stucco.  
Coal fly ash can replace nearly 50% of 
the cement ordinarily used in stucco.

Exterior walls and the building’s fireplaces 
are covered with artificial stone containing coal fly 
ash.  This stone is similar to the products marketed by 
Headwaters’ Eldorado Stone.

Carpet in the classroom and 
offices contains coal fly ash.

Ceiling tiles 
contain coal fly ash. Interior wallboard is manufactured using 

synthetic gypsum — a byproduct of power 
plant emissions control equipment.
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Over the past four years, Headwaters passed several important 
milestones related to the development of FlexCrete.  Demonstration 
projects, such as the Headwaters Fort Mandan Visitor Center and 
extensive materials testing were completed.  Building code approvals 
have been received.  Manufacturing process scale-up has been 
designed, and  construction is nearing completion on commercial-scale 
production facilities.

During 2005, two FlexCrete manufacturing facilities will begin 
commercial operations.  A full-scale facility in Page, Arizona, will 
operate in conjunction with the Navajo Housing Authority producing 
materials for NHA’s construction programs and for sale in commercial 
markets in southwestern states.  A smaller facility located adjacent to a 
Headwaters concrete block manufacturing plant near Dallas will supply 
materials to the Texas market, and the original FlexCrete pilot plant in 
Salt Lake City has been scaled up to supply materials and continue new 
product development activities.



— microscopic photo
    of fly ash particles

historical high value coal combustion products
(tons in thousands)

Operating coast to coast, Headwaters Resources is the leader in 
supplying materials derived from coal combustion products. Materials 
such as fly ash are produced principally at coal-fueled electric power 
plants.  Headwaters works with more than 100 of these plants to 
manage and market ash that would otherwise be disposed in landfills.

Fly ash use improves the performance of concrete and other 
cement-based building materials.  This performance improvement 
relates to certain physical and chemical properties of the ash itself.

Physically, fly ash particles are microscopic and spherical in shape.  
This is a result of how coal is consumed in a power plant.  Coal is first 
ground to the consistency of powder, then blown into the boiler that 
maintains temperatures of 2,800 degrees Fahrenheit.  Carbon in the 
coal is consumed, but other non-combustible minerals become molten.  
As the non-combustible minerals exit the boiler suspended in the 
exhaust gas, they cool rapidly – forming tiny, glassy spheres.  This ash 
is collected from the exhaust gas and stored in silos.

Fly ash particles are smaller than cement and sand particles which allows 
them to fill voids in a concrete mixture – producing a denser, less 
permeable product.  The spherical shape of fly ash also creates a 
lubricating “ball bearing” effect – allowing fresh concrete to flow easier 
using less water.  Reducing water in the concrete mix reduces the number 
of small cracks that form as water bleeds out during the curing process – 
again contributing to lower permeability.

Chemically, fly ash is a “pozzolan.”  Pozzolans are named after Pozzuoli, 
the town in Italy where volcanic ash pozzolans were first used to make 
highly durable concrete more than 2,000 years ago.  Many ancient 
concrete landmarks like the Pantheon in Rome owe much of their longevity 
to the use of ash.

Pozzolans have limited cementing qualities by themselves, although when 
mixed with water and lime, they form cementing compounds.  Modern 
concrete depends on the use of portland cement to form cementing 
compounds, but adding water to portland cement also produces large 
quantities of excess lime.  Fly ash effectively combines with this free lime to 
produce more helpful cementing compounds.  The result is higher, 
long-term concrete strengths and further reduced permeability.

Low permeability is a key to making concrete last longer.  Because fly ash 
concrete is more dense, with fewer cracks to allow water to re-enter the 
concrete slab, many factors that contribute to concrete deterioration are 
countered.  Fly ash use also helps prevent several types of chemical attack 
that can damage finished concrete.

Using coal ash eliminates the need for its disposal, helps conserve natural 
resources, and reduces emissions of “greenhouse gases” when it displaces 
energy intensive manufacturing of other building materials.  The benefits 
can be significant.  Just one ton of fly ash use equals:

• Landfill Space Conserved:  Enough for 455 days of
 solid waste produced by an average American.

• CO2 Emissions Reduced:  Equal to two months of
emissions from an automobile.

• Energy Saved:  Enough to provide electricity to an 
average American home for 24 days.

But performance and environmental benefits by themselves are not enough 
to increase America’s utilization of coal ash resources.  Ash must be 
transported from where it is produced to where it is needed and adequate 
supplies must be available to ensure that users will have the product when 
they want it.
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“Headwaters Resources moves fly ash around the country

           via rail cars and  trucks…. We even ship fly ash 

 via barge from Louisiana to Puerto Rico…” 

Headwaters has responded to this logistical challenge by developing 
the nation’s largest network of trucks, railcars and ash distribution 
terminals.  For instance:

• A 100,000-ton storage dome in Washburn, North Dakota, 
collects ash during winter months for use during summer 
construction seasons.  A dedicated railcar fleet distributes the ash 
from the Washburn location to three distribution terminals in 
Minneapolis and Denver.

• Material from the ash-rich east Texas region is routinely transported 
to distribution terminals on both coasts – in California and Florida – 
where sources of good quality coal ash are not available.

• Material from power plants in Utah, Wyoming and Arizona is 
also transported to terminals in California.

• During 2004, Headwaters completed construction of a 
transportation network that is allowing the routine export of 
American fly ash for the first time.  Ash from north Louisiana is 
loaded into barges at a new port facility on the Red River near 
Hanna.  The ash is floated downriver to the Mississippi, where it is 
transloaded onto ocean-going barges for the journey to San Juan, 
Puerto Rico, where a 50,000-ton storage dome serves as the 
distribution point for the island and other Caribbean locations.

By focusing on the performance and environmental benefits of ash 
utilization – and then supporting markets through investment in 
distribution assets – Headwaters has established a commanding position 
as the market leader for high value CCP sales.  At more than 6 million 
tons of CCPs shipped in 2004, Headwaters qualifies as possibly one of 
the leaders in volume marketing of recovered materials in the world.



Southwest Concrete Products (SCP) 
manages all of Headwaters block, mortar 
and stucco products.  In the last 12 months 
SCP has introduced several new products, 
including concrete bricks in multiple colors, 
and burnished concrete products, which 
have the look and feel of polished stone. 
SCP’s strong regional presence in concrete 
block manufacturing provides Headwaters 
with a natural entry point for any number 
of manufactured concrete products. 

Pursuing sustainability involves much more than 
simply incorporating recycled materials into products.  
Reducing energy used in product manufacturing and 
increasing the life cycle of products are equally 
important considerations.  Improving the energy 
efficiency and cleanliness of any process also pays 
sustainability dividends.

Every Headwaters business unit has undertaken steps 
to improve operational sustainability and efforts are 
under way to continually improve that performance.  
Tapco’s building products, which are either 
injection-molded or extruded, enhance the 
appearance of homes and include window shutters, 
gable vents, mounting blocks for exterior fixtures, 
exterior décor products and specialty siding products.

Tapco’s products are sold primarily in the United 
States, but sales in Europe are growing.  Tapco 
markets through four principal channels: one-step 
distributors, two-step distributors, mass merchandisers 
and manufactured housing distributors.  Tapco is the 
sole supplier of these specialized wall accessories to 
Lowes and Home Depot.
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Headwaters Construction Materials is the market leader in manufacturing and marketing architectural stone veneer under the Eldorado Stone brand, the market 
leader in manufacturing window shutters and siding accessories under various Tapco brands, and also holds regional market leadership positions in manufacturing 
and marketing concrete blocks and brick, mortar and stucco.

Headwaters Construction Materials manufactures a variety of products containing high volumes of coal fly ash – including FlexCrete, concrete blocks and bricks, 
mortars and stuccos. Injection molded products manufactured under the Tapco brands feature extraordinary durability.  Tapco is also an industry pioneer in 
manufacturing processes that eliminate heavy metals-based coloring agents, significantly reduce paint use, and utilize large volumes of recycled plastic plant waste.

Eldorado offers a wide variety of high-quality, 
hand-made manufactured stone products to meet 
a variety of design needs.  Eldorado’s 
architectural stone veneer siding has high 
aesthetic quality, ease of installation, durability, 
low maintenance, reasonable cost, and 
widespread availability.  The Eldorado product 
line has been designed and is manufactured to 
one of the most realistic architectural stone 
product standards in the world.

Eldorado has a national product line under the 
Eldorado Stone brand of 60 distinct stone types, 
developed from 12 stone profiles and crafted in a 
variety of natural colors designed by Eldorado’s 
artistic staff.  Eldorado also offers regional stone 
products based on the characteristics of the stone 
native to the regions.  Each stone profile is 
manufactured using numerous real stone models, 
which creates the most realistic, non-repetitive, 
natural stone look. Over the last 30 years, 
Eldorado has collected more than 10,000 natural 
stones, which are used as models for the profiles 
and which are not easily replicated.

expanding the coal value chain

Tapco has a leading market presence, partly 
because it manages well over 140,000 
product variations, making it the major 
manufacturer of exterior wall accessories in the 
United States. In addition, many products can 
be made to special order to fit non-standard 
sizing.  Even with the tremendous variety of 
products offered, Tapco can ship product to its 
customers within two business days of 
receiving an order.  Customer service is as 
important as manufacturing for Tapco. 
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alternative energy

expanding the coal value chain

Headwaters Energy Services is the largest provider of technology and chemical reagents to the coal-based alternative fuels 
industry. The company uses its engineered fuels expertise to develop new opportunities in the burgeoning clean coal 
marketplace.  Headwaters Energy Services conserves natural resources and minimizes waste through utilization of waste 
coal materials.  The company is an industry leader in developing and deploying pre-combustion coal treatment 
technologies that result in improved combustion efficiency and reduced emissions.

Headwaters also uses its industry leadership and technology development expertise to pioneer improvements for America’s 
energy infrastructure – focusing on cleaner applications for fossil fuels and increasing our nation’s energy independence.  
Current technology development efforts include:

• Creating pre-combustion and coal treatment technologies that reduce emissions and improve combustion efficiency;
• Commercializing technologies for production of clean burning liquid transportation fuels derived from domestic coal; and
• Providing technology to enable efficient production of fuels derived from heavy oil.

Coal is the most abundant fossil energy resource in the world 
and is the basic building block or energy source for hundreds of 
products. Headwaters takes a leading role in adding value to 
coal by making its use cleaner and more efficient.  Our goal is 
to expand and diversify the use of coal into higher value 
products that are of strategic importance.

Increased oil and natural gas prices, political instability in 
oil/gas-rich countries and concerns about the environment are 
creating renewed interest in coal-to-liquids technology, which 
produces ultra-clean liquid transportation fuels from coal.  
Headwaters’ direct coal liquefaction technology has been 
licensed for commercial use in China and is being tested and 
studied for commercial use in India.  Headwaters’ indirect 
liquefaction (Fischer-Tropsch synthesis) technology is being 
commercialized through a joint venture called FT Solutions LLC.  
Both direct and indirect coal liquefaction rely on coal 
gasification to supply hydrogen rich synthesis gas (hydrogen 
plus carbon monoxide) for process needs. 

Coal gasification is one way to make the use of coal cleaner 
and more efficient, by breaking it down into basic components 
of hydrogen and carbon monoxide (syngas).  Any pollutants in 
the raw syngas can be easily removed and recovered, leaving 
a pure feedstock for use in producing ultra-clean fuels, 
chemicals and electricity. Coal-derived syngas can be used to 
produce ammonia fertilizers, methanol, synthetic natural gas, 
hydrogen, carbon dioxide, steam or electricity. Downstream 

products include DME, propylene, gasoline, plastics and synthetic fibers. Adding 
Fischer-Tropsch synthesis allows production of diesel fuel, kerosene, jet fuel, 
naphtha, detergents, waxes, lubricants and a wide range of chemicals.  

Feasibility studies have shown that stand alone facilities producing one product from 
coal-derived syngas are less efficient than integrated facilities producing multiple 
products, because there is synergy in combining processes to take full advantage of 
the syngas.  This concept of producing multiple products, called polygeneration, is 
likely to be a key driving force for improving efficiency in future plants.  In the future, 
large industrial parks are likely to be built around coal gasification facilities for 
production of fuels, chemicals and electricity.  These integrated facilities will be 
clean and efficient and will optimize the use of our valuable resources.
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Headwaters Technology Innovation focuses entirely on processes that 
improve chemical and energy efficiency.  Heavy oil upgrading conserves 
natural resources through utilization of “bottom of the barrel” materials.  
Nanocatalyst technologies operate at the foundation of the “green 
chemistry” movement.

In working for a sustainable future, Headwaters invests significant 
resources in developing new technologies. Near term and longer range 
opportunities abound from work that is being done today in the fields of 
nanocatalst production and fossil fuels technology. 

In 2004, Headwaters NanoKinetix made significant progress toward 
establishing itself as a leading nanotechnology company. At the forefront 
of this development is Headwaters’ NxCat™ nanocatalysts, a family of 
catalyst technologies where a unique level of control is exerted over 
structure and function at the molecular (or nanometer) scale. Because of 
their carefully controlled nanostructure, these catalysts demonstrate 
superior performance and enhancements in efficiency and selectivity that 
lead to “green” chemistries, as unwanted byproducts are reduced. Cost 
effective NxCat nanocatalyst have potential advantages for a broad 
range of commercial applications, from basic chemicals to 
pharmaceuticals to consumer products to microelectronics. This year, 
Headwaters made significant strides toward commercialization in several 
of these areas, including the formation of a joint venture with a major 
international chemical producer.

nano catalyst
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New technologies have been developed for making high-volume 
commodity chemicals utilizing hydrogen peroxide (H2O2) as one of 
the key ingredients in their formulation. Headwaters’ NxCat catalyst 
for H2O2 enables the production of those chemicals, with 
dramatically lower capital and operating costs as compared to 
conventional technologies. It is a “green chemistry” – safe for the 
environment – with clean water being the only byproduct. As an 
example, over 14 billion pounds of propylene oxide, a major 
petrochemical product used to make urethane foam for mattresses, 
furniture and automotive seating, are produced and sold every year. 
Direct synthesis hydrogen peroxide based on Headwaters’ 
nanocatalyst technology, combined with existing technologies to 
produce propylene oxide from propylene and H2O2 in a clean and 
cost-efficient way, will provide a revolutionary new manufacturing 
method for this commodity chemical. 

To advance the commercialization of this key technology, Headwaters 
formed a joint venture with Degussa AG, the world’s largest specialty 
chemical company and a leader in both conventional hydrogen 
peroxide and cutting edge propylene oxide technologies. 
Headwaters-Degussa expects to jointly complete technology 
development and then build, own and operate plants to supply 
hydrogen peroxide to chemical manufacturers around the world.
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Certain statements contained in this report are forward-looking statements within the meaning of federal securities laws and 
Headwaters intends that such forward-looking statements be subject to the safe-harbor created thereby.  

Forward-looking statements include Headwaters’ expectations as to the managing and marketing of coal combustion products, the 
production and marketing of building materials and products, the licensing of technology and chemical sales to alternative fuel 
facilities, the receipt of product sales, license fees and royalty revenues, the development, commercialization, and financing of new 
technologies and other strategic business opportunities and acquisitions, and other information about Headwaters.  Such statements 
that are not purely historical by nature, including those statements regarding Headwaters’ future business plans, the operation of 
facilities, the availability of tax credits, the availability of feedstocks, and the marketability of the coal combustion products, building 
products, and synthetic fuel, are forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 
1995 regarding future events and our future results that are based on current expectations, estimates, forecasts, and projections 
about the industries in which we operate and the beliefs and assumptions of our management.  Actual results may vary materially 
from such expectations.  Words such as “expects,” “anticipates,” “targets,” “goals,” “projects,” “believes,” “seeks,” “estimates,” 
variations of such words, and similar expressions are intended to identify such forward-looking statements.  Any statements that refer 
to projections of our future financial performance, our anticipated growth and trends in our businesses, and other characterizations 
of future events or circumstances, are forward-looking.

In addition to matters affecting the coal combustion product, alternative fuel, and building products industries or the economy 
generally, factors which could cause actual results to differ from expectations stated in forward-looking statements include, among 
others, the factors described in the captions entitled "Forward-looking Statements" and “Risk Factors” in Item 7 in Headwaters’ 
Annual Report on Form 10-K for the fiscal year ended September 30, 2004, Quarterly Reports on Form 10-Q, and other periodic 
filings and prospectuses.

Although Headwaters believes that its expectations are based on reasonable assumptions within the bounds of its knowledge of its 
business and operations, there can be no assurance that our results of operations will not be adversely affected by such factors.  
Unless legally required, we undertake no obligation to revise or update any forward-looking statements for any reason.  Readers are 
cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date of this report.

Our internet address is www.headwaters.com. There we make available, free of charge, our annual report on Form 10-K, quarterly 
reports on Form 10-Q, current reports on Form 8-K and any amendments to those reports, as soon as reasonably practicable after 
we electronically file such material with, or furnish it to, the SEC.  Our reports can be accessed through the investor relations section 
of our web site.
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Director of Investor Relations
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Fax: (801) 984-9410
smadden@headwaters.com
              or
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Tricia Ross, (617) 520-7064
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