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UNITED STATES
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Washington, D.C. 20549
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Part 1. Financial Information

American Builders & Contractors Supply Co., Inc.dABubsidiaries Condensed Consolidated Balance Sfig¢eaudited)

September 30, December 31,
ASSETS 1998 1997
Current Assets:

Cash $ 3,117 ,000 $ 4,140,000

Accounts receivable 177,592 ,000 143,106,000
Inventories 152,960 ,000 128,847,000
Prepaids expenses and other 3,547 ,000 3,763,000
Total current assets 337,216 ,000 279,856,000
Property and equipment, net 71,338 ,000 71,614,000
Net receivable from sole stockholder 5,333 ,000 7,328,000
Intangible assets, net 7,428 ,000 7,988,000
Goodwill 40,763 ,000 41,732,000
Security deposits 1,015 ,000 1,026,000
Other assets 1,990 ,000 78,000

$465,083 ,000 $409,622,000

LIABILITIES AND STOCKHOLDER'S EQUITY
Current liabilities:

Trade accounts payable $138,271 ,000 $ 78,489,000
Other payables and accrued liabilities 23,717 ,000 21,994,000
Current portion of long-term debt 5,244 ,000 6,141,000
Total current liabilities 167,232 ,000 106,624,000
Long-term debt 275,950 ,000 281,206,000

Contingent liabilities (Note 2)
Stockholders's equity:

Common stock 109 ,000 109,000
Additional paid-in capital 1,755 ,000 1,755,000
Retained earnings 20,037 ,000 19,928,000
Total stockholder's equity 21,901 ,000 21,792,000
$465,083 ,000 $409,622,000

See notes to condensed consolidated financiahstais.



American Builders & Contractors Supply Co., Incd&@ubsidiaries Condensed Consolidated Stateme@pearations and Retained Earnings

(Unaudited)
Three mo nths ended Nine months ended
Septe mber 30 September 30
1998 1997 1998 1997

Net sales $335,724,000 $282,177,000 $865,375,000 $693,459,000
Cost of sales 258,232,000 218,295,000 665,486,000 537,222,000
Gross profit 77,492,000 63,882,000 199,889,000 156,237,000
Operating expenses:

Distribution centers 57,562,000 48,709,000 167,407,000 130,233,000

General and administrative 3,776,000 3,221,000 12,164,000 10,637,000

Amortization of intangibles 434,000 167,000 1,301,000 363,000

61,772,000 52,097,000 180,872,000 141,233,000

Operating income 15,720,000 11,785,000 19,017,000 15,004,000
Other income (expense):

Interest income 104,000 87,000 426,000 331,000

Interest expense (6,491,000) (4,742,000) (19,213,000) (11,510,000)

(6,387,000) (4,655,000) (18,787,000) (11,179,000)

Income (loss) before provision

for income taxes 9,333,000 7,130,000 230,000 3,825,000
Provision for income taxes 45,000 117,000 121,000 273,000
Net income 9,288,000 7,013,000 109,000 3,552,000
Retained earnings at

beginning of period 10,749,000 13,857,000 19,928,000 30,636,000
Distributions to sole stockholder - (933,000) -~ (14,251,000)
Retained earnings at end of

period $ 20,037,000 $ 19,937,000 $ 20,037,000 $ 19,937,000

See notes to condensed consolidated financiahsémes.



Operating activities
Net Income
Adjustments to reconcile net loss to cash provided
by (used in) operating activities:
Depreciation
Amortization of intangibles
Amortization of deferred financing costs
Provision for doubtful accounts
Loss on disposal of property and equipment
Changes in operating assets and liabilities:
Accounts receivable
Inventories
Prepaid expenses and other
Security deposits
Other assets
Trade accounts payable
Accrued liabilities

Cash provided by operating activities

Investing activities

Additions to property and equipment

Proceeds from disposal of property and equipment
Acquisitions of businesses

Cash used in investing activities

Financing activities

Net payments under line of credit

Proceeds from notes payable

Payments on notes payable

Payment of debt financing costs

Net change in receivable from sole stockholder
Distributions to sole stockholder

Cash provided by (used in) financing activities
Net decrease in cash
Cash at beginning of period

Cash at end of period

See notes to condensed consolidated financiahstais.

American Builders & Contractors Supply Co., Incd&@ubsidiaries Condensed Consolidated Statemeasif Flows (Unaudited)

Nine months ended September 30

1998 1997
$ 109,000 $ 3,552,000
10,461,000 7,921,000
1,301,000 363,000
328,000 141,000
5,058,000 3,748,000
157,000 168,000

(39,161,000)
(23,508,000)

(40,137,000)
(26,550,000)

216,000  (1,430,000)

11,000 146,000
(2,011,000)  (534,000)
59,782,000 52,240,000
1,723,000 9,987,000
14,466,000 9,615,000
(9,666,000)  (20,915,000)

608,000 445,000
(2,273,000)  (26,024,000)

(11,331,000)

(46,494,000)

(6,319,000)  (39,785,000)
3,683,000 100,107,000
(3,517,000)  (8,284,000)
~  (3,572,000)
1,995,000 320,000
~  (14,251,000)
(4,158,000) 34,535,000
(1,023,000)  (2,344,000)
4,140,000 2,630,000
$ 3,117,000 $ 286,000




American Builders & Contractors Supply Co., Incd&ubsidiaries
Notes to Condensed Consolidated Financial Statenteimaudited) September 30, 1¢

1. Basis of Presentation

The accompanying unaudited condensed consolidetaddial statements have been prepared in accadaitit generally accepted
accounting principles for interim financial infortian and Article 10 of Regulation S-X. Accordingthey do not include all of the
information and footnotes required by generallyepted accounting principles for complete finanstatements. In the opinion of
management, all adjustments (consisting of onlymabirecurring accruals) considered necessary fair presentation have been included.
Operating results for the three and nine monthogsrended September 30, 1998 are not indicatitleeafesults that may be expected for the
year ending December 31, 1998. For further inforomatrefer to the consolidated financial statementd footnotes thereto included

American Builders & Contractors Supply Co., IN¢ABC or the Company) Annual Report on Form 10-Kthee year ended December 31,
1997.

2. Contingent Liabilities

At September 30, 1998, and December 31, 1997 thep@oy had guaranteed debt of the sole stockhatdibeiamounts of $1,957,000 and
$2,029,000 respectively. Certain assets ownedéyZtmpany are utilized as collateral as part af\arall guaranty of this debt by the
Company. The Company also had outstanding letfereedit of $2,763,925 and $1,626,000 at Septer8Bed 998 and December 31, 1997,
respectively, with respect to debt of the Compasgle stockholder and his affiliates.

3. Guarantor Subsidiaries

Amcraft Building Products, Co., Inc. and Mule-HiBeoducts Co., Inc. (the Guarantor Subsidiariesielly owned subsidiaries of ABC
and have fully and unconditionally guaranteed thetmillion of Senior Subordinated Notes (Noteskdnint and several basis. The
Guarantor Subsidiaries comprise all of the Comatiyect and indirect subsidiaries. The separatnftial statements of the Guarantor
Subsidiaries have not been included herein becaasagement has concluded that such financial séstsmvould not provide additional
information that is material to investors.

The following is summarized consolidated finanaidibrmation of the wholly owned subsidiaries.

September 30, 1998 December 31, 1997
Current assets:
Accounts receivable from ABC $ 5,207 ,000 $ 2,355,000
Other current assets-third parties 4,180 ,000 3,950,000
Total 9,387 ,000 6,305,000
Noncurrent assets 655 ,000 707,000
Current liabilities (8,099 ,000) (6,895,000)

Noncurrent liabilities



American Builders & Contractors Supply Co., Inc.dABubsidiaries Notes to Condensed ConsolidatechEialaStatements (Unaudited)

(Continued)

3. Guarantor Subsidiaries (continued)

Nine months ended Nine months ended
September 30, 1998  September 30, 1997

Net Sales:

To ABC $36,739,000 $30,118,000
To third parties 4,487,000 4,152,000
Total 41,226,000 34,270,000
Gross profit 6,713,000 5,409,000
Net income after elimination of intercompany profit 1,586,000 1,240,000

4. Comprehensive Income

The Company's comprehensive profit for the nine timoended September 30, 1998 and 1997, as redqailedreported by FASB Statement
No. 130, was identical to the actual losses redddethose period:



MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

Overview

The Company. ABC is the largest wholesale distdbof roofing products and one of the largest whale distributors of vinyl siding
materials in the United States, operating 205 ibistion centers located in 40 states as of SepteBhel998.

Since January 1, 1998, the Company has openedribdi®n centers and acquired an additional 3 @fidt consolidation), as well as
consolidating 5 additional distribution centersnfrprevious acquisitions. Also, 5 distribution ceateere closed. The results reported herein
do not include the results of acquired businesses i their acquisition dates.

Effects of Acquisitions. The Company has histoficaklected acquisition candidates based, in parthe opportunity to improve their
operating results. The Company seeks to leveragriithasing power, broad product selection ancagement expertise to improve the
financial performance of its acquired distributimenters while maintaining the acquired customeesaResults of operations reported herein
for each period only include results of operatiftorsacquired businesses from their respective daftasquisition. Full-year operating results,
therefore, could differ materially from those pretsgl. In addition, there has typically been a gkfalowing each acquisition in which the
acquired business does not perform at the samkds\the Company's existing distribution centers a&esult of the Company's ongoing
acquisition program, its results of operations hiaigtorically reflected, and are likely to contintaereflect, the periodic inclusion of
underperforming businesses.

The Company has accounted for its acquisitionsite dsing the purchase method of accounting. Asualt; these acquisitions have affected,
and will prospectively affect, the Company's resolt operations in certain significant respects @ajgregate acquisition costs are allocat
the tangible and intangible assets acquired abditias assumed by the Company based upon thgpeaive fair values as of the acquisition
date. The cost of such assets is then amortized@diog to the classes of assets acquired and #fallives thereof. The Company has begun
to acquire larger distributors with better opergtiasults, necessitating payment of purchase piicescess of the fair value of net assets
acquired resulting in goodwill, which is amortizexer a period of 25 to 35 years. Similar futurewasitions may result in additional
amortization expense. In addition, due to the ¢ffef the increased borrowing to finance futureussitions, the Company's interest expense
may increase in future periods.

Provision for Income Taxes. ABC and its subsidemdee operated as Subchapter S corporations umelénternal Revenue Code. As a result,
these entities do not incur federal and state irectares (except with respect to certain states)arwbrdingly, no discussion of income taxes
is included in "Results of Operations" below. Fedand state income taxes (except with respectriaio states) on the income of such
corporations are incurred and paid directly by@uoenpany's sole stockholder. Such corporations hesterically made periodic distributions
to the stockholder with respect to such tax liéiei. The Company entered into the Tax Allocatigime®ement with the sole stockholder,
pursuant to which he will receive distributionsrfrethe Company with respect to taxes associatedth&lCompany's incom



Special Note Regarding Forward-Looking Statements

Certain matters discussed herein are "forward-lugpktatements" within the meaning of Section 274hefSecurities Act of 1933, as
amended, and

Section 21E of the Securities Exchange Act of 1834amended. These forward- looking statementgeaerally be identified as such
because the context of the statement will includeds such as the Company "believes," "anticipatexfects" or words of similar import.
Similarly, statements that describe the Companyigé plans, objectives or goals are forward-loglstatements. Such forward-looking
statements are subject to certain risks and urncgemwhich are described in close proximity talsgtatements and which could cause actual
results to differ materially from those currenthtigipated. Readers are urged to consider theser§acarefully in evaluating the forward-
looking statements and are cautioned not to pladei@i reliance on such forward-looking statemerttg. forward-looking statements made
herein are only made as of the date of this regomitthe Company undertakes no obligation to puyblipdate such forward-looking

statements to reflect subsequent events or cireunoss.

Results of Operations

The following table summarizes the Company's hisébresults of operations as a percentage ofales $or the three months and nine
months ended September 30, 1998 and 1997:

Three Months en ded Nine Months ended
September 30 September 30
1998 1 997 1998 1997
Income statement data:
Net sales 100.0% 10 0.0% 100.0%  100.0%
Cost of sales 76.9 7 7.4 76.9 77.5
Gross profit 23.1 2 2.6 23.1 22.5
Operating expenses:
Distribution centers 17.1 1 7.3 19.3 18.8
General and administrative 1.1 1.1 1.4 1.5
Amortization 0.1 0.0 0.2 0.0
Total operating expenses 18.3 1 8.4 20.9 20.3

Operating income 4.8% 4.2% 2.2% 2.2%




Comparison of the Three and Nine Month Periods Hr&#kptember 30, 1998 to the Three and Nine Montiod®&Ended September 30, 1¢

The Company's results of operations are affectethdgeasonal nature of the roofing and sidingnmss. See "Seasonality.” Financial results
for the three and nine month periods ending Septedb, 1998 met management's expectations andafsteztamounts.

Net sales for the three months ended Septembdi988, increased by $53.5 million, or 19.0% for theé months ended September 30, 1
Net sales for the nine months ended Septemberd®®, ibhcreased by $171.9 million, or 24.8% for tiveermonths ended September 30, 1!
Components of the change in net sales are as f&illow

Three Months Ended Septe mber 30 Nine Months Ended September 30
Distribution % %
------------ 1998 1997 Increase Increase 1998 1997 Increase Increase

In operation prior to

January 1, 1997 $263.9 $252.9 $11.0 4.4% $677.1 $650.4 $26.7 4.1%
Acquired in 1997 52.3 235 2838 122.6% 138.2 33.6 104.6 311.3%
Opened in 1997 146 58 8.8 151.7% 39.8 9.5 30.3 318.9%
Acquired in 1998 1.5 - 15 -- 43 - 4.3 --

Opened in 1998 3.4 3.4 - 6.0 - 6.0
Total $335.7 $282.2 $53.5 19.0% $865.4 $693.5 $171.9 24.8%

Increases in comparable distribution center saleslaost entirely due to increases in volume gmsed to price increases. Such volume
increases are in part due to introduction of nesdpcts such as commercial roofing and siding ietbain distribution centers.

Cost of sales for the three months ended Septegihe998 increased by $39.9 million, or 18.3%,@sgared to the three months ended
September 30, 1997, primarily as a result of cass®ciated with increased sales. Cost of salesassi as a percentage of net sales over the
same period to 76.9% in 1998 from 77.4% in 199qipially due to a higher percentage of warehoukss sersus "direct” sales (direct sales
are shipped from ABC's vendors directly to jobs@ed carry a high cost of sales percentage),madesser degree due to increased sales of
high margin products, such as vinyl siding and wing. Cost of sales for the nine months ended Sdy@eB0, 1998 increased $128.3 milli

or 23.9%, as compared to the nine months endeeé®épt 30, 1997, again with the increase mainlytdube relatively same percentage
increase in net sales. Cost of sales as a pereeafaget sales for the nine months ended SepteBiher998 decreased to 76.9% from 77.5%
for the same period in 1997 due to the reasond atveve for the quarte



Distribution center operating income, which corssist net sales less cost of sales and operatingneeg for the distribution centers, is a key
measure that the Company uses to evaluate indiuiliistaibution center performance. Distribution taroperating income for the three
months ended September 30, 1998 increased by $Hidhnor 30.9%, for the same period in 1997. Bue nine months ended September 30,
distribution center operating income increased & $nillion, or 25.0%, in 1997. As a percentag@el sales, distribution center expenses
decreased .1% for the three month period due lmvadown in acquisition activity and managementufto lower these expenses and
improve payroll productivity and other cost cuttimgasures. For the nine month period distributemer expenses increased .6% in 1998
compared to the same periods in 1997, due mainkaious costs associated with the recent acquisitiin addition, the Company has
experienced a higher percentage of warehouse sdia) require greater distribution center opegaenpenses. Components of distribution
center operating income and the change thereiasafellows:

Three Mont hs Ended Nine Months Ended
Septemb er 30 September 30

Distribution Centers 1998 1 997 Change 1998 1997 Change
In operation prior to January 1, 1997 16.8 1 4.3 25 297 250 47
Acquired in 1997 2.5 1.0 15 16 12 04
Opened in 1997 06 ( 0.1) 0.7 12 (02) 14
Acquired in 1998 0.0 -- 0.0 0.1 - 01
Opened in 1998 0.0 - 00 (0.1) - (0.1)

Total 199 1 5.2 47 325 260 6.5

For the three months ended September 30, geneataldministrative expenses increased by $.6 mii®meompared to the same period in
1997, while remaining at 1.1 percent of net sdfes.the nine months ended September 30, 1998, @jeared administrative expenses
increased $1.6 million as compared to the same@ani 1997. As a percentage of net sales, thesenerg decreased to 1.4% in 1998
compared to 1.5% in 1997.

Interest expense for the three months ended Septe3@h 1998 increased by $1.8 million or 38.3%g@wpared to the three months ended
September 30, 1997, primarily as a result of addéi borrowings necessary to fund both 1997 adiprisi and internal growth. The higher
interest costs associated with the Company's isguianMay 1997 of the Notes also accounted for softke increase in interest exper



Liquidity and Capital Resources

Cash Flows from Operating Activities. Net cash [ed by operations was $14.5 million and $9.6 wrillfor the nine months ended
September 30, 1998 and 1997, respectively. Theaserwas due primarily to changes in working chp#tased by the timing of payments
received or made for trade receivables and payainiésnventories.

Cash Flows from Investing Activities. Net cash usethvesting activities was $(11.3) million andi$(5) million for the nine months ended
September 30, 1998 and 1997, respectively. Theedsed use of cash in 1998 was due mainly to legssitions of companies in 1998
compared to 1997.

Cash Flows from Financing Activities. Net cash pded by (used in) financing activities was $(4.2)ion and $34.5 million for the nine
months ended September 30, 1998 and 1997, resplgctiie principally to debt repayment in 1998 additional debt in 1997.

Liquidity. The Company's principal source of furidsthe foreseeable future are anticipated to Ish diaws from operating activities and
borrowings under its revolving credit agreemente TQompany believes that these funds will provigeGompany with sufficient liquidity

and capital resources to meet its financial obilkgest, including the payment of principal and ingtren the Notes, as well as to provide funds
for working capital, capital expenditures and otheeds for the foreseeable future. The Compangisgfwperating performance and ability to
service or refinance the Notes and to repay, exbemdfinance its credit agreement will be subjeduture economic conditions and to
financial business and other factors, many of whighbeyond the Company's control.

Year 2000 Issue

The Company utilizes information technology anduenber of computer programs in its internal operaimcluding financial systems and
various administrative functions ("IT" systems).ef@ompany also uses a variety of equipment inussness which contain embedded
technology such as microcontrollers ("Non-IT" sys}.

To the extent that the source code of the soft@ppdications of these IT systems or the embeddgthtdogies of these non-IT systems are
unable to appropriately interpret and process guomning calendar year 2000 ("Year 2000"), somellemodification or possible
replacement of such applications would be necessaproper continuous performance. Without sucltification or replacement, the
normal course of the Company's business coulddremtied of otherwise adversely impacted.

State of readiness
The Company has developed a four step plan to modifeplace its IT and Non- IT systems. The faeps include assessment, remediation,
testing, and implementation.

Assessment Remediation Test ing Implementation
IT System 100% complete 95% complete 40% complete 20% complete
Expected
completion Complete December 1998 June 1999 September 1999
Assessment Remediation Test ing Implementation
Non-IT System 75% complete 50% complete 20% complete 20% complete
Expected

completion December 1998 March 1999  Sept ember 1999 September 1999



The Company has queried its significant suppli€csdate, the Company is not aware of any supplilr &Year 2000 issue that would
materially impact the Company's results of operatjdiquidity, or capital resources. However, thmpany has no means of ensuring that all
suppliers will be Year 2000 ready. Due to the allity of alternative suppliers, the inability ahy one supplier to complete their Year 2000
resolution process in a timely fashion is not expéd¢o have a material impact on the Company.

Management believes that expenditures to comptet& ear 2000 compliance will not be material toojp&rations.

Risks

Management of the Company believes it has an @ffeptogram in place to resolve the Year 2000 Isswetimely manner. As noted above,
the Company has not yet completed all necessargeghaf the Year 2000 program. In the event thaCtirapany does not complete any
additional phases, the Company would have to mnpedcess customer orders, invoice customers alelct payments. In addition,
disruptions in the economy generally resulting frgear 2000 issues could also materially adverdédgithe Company. The amount of
potential liability and lost revenue cannot be orably estimated at this time.

Contingency Plans
The Company has developed contingency plans féaioesipplications and is working on such plansofitvers. These plans include, among
other actions, manual work arounds, increasindistafincreasing inventories, and shifting procasgecompliant locations.

Seasonality

Because of cold weather in many of the marketshiickvthe Company does business and the seasonat médithe roofing and siding
business generally, the Company's revenues vastamuially through the year, with its lowest revestypically occurring in the months of
December through Februal



Part Il. Other Information

Item 6. Exhibits and Reports on Form 8-K
(a) Exhibits

27 Financial Data Schedule

(b) Reports on Form 8-K

The Company did not file any reports on For-K during the three months ended September 30, !



Signatures

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

American Builders and Contractors Supply Co., Inc.

Noverber 11, 1998 /sl Kendra A. Story

Dat e: Kendra A. Story
Chief Financial Oficer and Director
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ARTICLE 5

THE SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATIONEXTRACTED FROM ABC SUPPLY'S CONSOLIDATED
BALANCE SHEET AT SEPTEMBER 30, 1998 AND CONSOLIDATESTATEMENT OF INCOME FOR THE NINE MONTHS ENDED
SEPTEMBER 30, 1998 AND IS QUALIFIED IN ITS ENTIRETBY REFERENCE TO SUCH FINANCIAL STATEMENTS.
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