UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D. C. 20549

FORM 10-K/A
(No. 1)

[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For thefiscal year ended December 31, 2006
OR

[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

Commission File Number 0-18050

PW EAGLE, INC.
(Exact name of registrant as specified in its Charter)
Minnesota 41-1642846
(State of incorporation) (IRS Employer Identification No.)

1550 Valley River Drive, Eugene, Oregon 97401
(Address of principal executive offices)

(541) 343-0200

(Registrant’ s telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act:

Securities registered pursuant to Section 12(g) of the Act: Common stock, $.01 par value

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Yes O No

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.
Yes 0 No

Note: Checking the box above will not relieve any registrant required to file reports pursuant to Section 13 or 15(d) of the
Exchange Act from their obligations under those Sections.

Indicate by check mark whether the registrant (1) has filed al reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such
reports), and (2) has been subject to such filing requirements for the past 90 days. Yes No O

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will
not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements incorporated by referencein
Part I11 of this Form 10-K or any amendment to this Form 10-K. O

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See
definition of “accelerated filed and large accelerated filer” in Rule 12b-2 of the Exchange Act. (Check one)

Large accelerated filer O Non-accelerated filer O Accelerated filer
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12B-2 of the Act). Yes O No

The aggregate market value of our common stock held by non-affiliates as of June 30, 2006 was approximately $296,075,818
(based on the closing sale price of $30.24 per share as reported on the Nasdag Global Market).

The number of shares of the registrant’s common stock, $.01 par value, outstanding as of April 13, 2007 was 11,528,754.




TABLE OF CONTENTS

PART |

Item 1A Risk Factors

PART II1

Item 10 Directors, Executive Officers and Corporate Governance

Item 11 Executive Compensation

Item 12 Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

Item 13 Certain Relationships and Related Transactions, and Director |ndependence

PART IV

Item 15 Exhibits Financia Statement Schedules

SIGNATURES

EXHIBIT INDEX




EXPLANATORY NOTE

This Form 10-K/A is being filed in order to include information required by Part Il1, Items 10-14, originally
intended to be incorporated by reference to the information to be included in the Company’s Proxy Statement for the
2007 Annual Meeting of Shareholders, aswell as to provide updated information with respect to Part I, Item 1A.

The Amended Report does not affect any other items in our Original Report. As aresult of this amendment, we are
also filing as exhibits to this Amended Report the certifications pursuant to section 302 of the Sarbanes-Oxley Act
of 2002. Because no financial statements are contained in this Amended Report, we are not including certifications
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

Except as otherwise expressly stated for the items amended in this Amended Report, this Amended Report continues
to speak as of the date of the Original Report and we have not updated the disclosure contained herein to reflect
events that have occurred since the filing of the Original Report. Accordingly, this Amended Report should be read
in conjunction with our Original Report and our other filings made with the SEC subsequent to the filing of the
Original Report.

PART |
ITEM 1A. RISK FACTORS

The risks described below are not the only risks we face. Additional risks and uncertainties not currently known to
us or that we currently deem to be immaterial also may materially adversely affect our business, financial condition
and/or operating results.

The pipe industry and our business are heavily dependent on the price and trend of resin, our main raw
material.

Our gross margin percentage is sensitive to raw material resin prices and the demand for PVC and PE pipe.
Historically, when resin prices are rising or stable, our margins and sales volume have been higher. Conversely,
when resin prices are falling, our sales volumes and margins have been lower. In response to hurricane-related
supply disruptions and increasing energy and raw materia costs, PVC resin producers implemented increases in
September and October 2005. Starting in December 2005, and continuing through the first few months of 2006,
PV C resin prices decreased, stabilized during the second quarter, and increased in the third quarter. PV C resin prices
decreased significantly in the fourth quarter of 2006 in response to lower demand and decreasing raw material costs.

Our gross margins decrease when the supply of resin and pipe is greater than demand. Conversely, our gross
margins improve when resin and pipe are in short supply. In April 2001, a mgjor producer of PVC resin filed for
bankruptcy and, during the first quarter of 2002 ceased operations at two manufacturing facilities. Thisresulted in a
reduction of approximately 1.0 billion pounds of production capacity, or 5% of the North American industry
capacity. Although two PV C producers have subsequently purchased these two facilities, only one of them has re-
started a portion of its capacity. In December 2004, a mgjor PV C producer announced plans to build a PV C plant
with annual capacity of 1.3 billion pounds together with integrated production of chlorine and vinyl chloride
monomer (VCM), with completion expected in late 2007 for the first phase and 2008 for the second phase. During
2005, two other PVC producers announced smaller expansions of existing facilities which are expected to be
completed in 2007. If these capacity increases result in industry capacity exceeding demand when they begin
production, it could result in decreasing prices for PV C resin and negatively impact our gross margins.

The demand for our products is directly affected by the growth and contraction of the Gross Domestic
Product and economic conditions.

Due to the commodity nature of resin, pipe and the dynamic supply and demand factors worldwide, the markets for
both resin and pipe have historically been very cyclical with significant fluctuations in prices and gross margins.
Generally, after a period of rising or stable resin prices, capacity has increased to exceed demand with a resulting
decrease in prices and gross margins. Over the last ten years, there have been consolidations in both markets,
particularly with respect to PV C resin manufacturers. During the same period, the capacity of PVC resin producers
has increased from just over 9 billion pounds to over 18 billion pounds today. In the last ten years published PVC
resin prices have fluctuated between approximately $0.24 and $0.67 per pound. Since peaking in October 2005,
published PV C resin prices had decreased approximately $0.15 per pound, prior to the March 2007 increase.

We believe the main drivers of industry performance are U.S. Gross Domestic Product (GDP) growth and supply
and demand of PVC resin. Historically, our profitability has improved during periods of strong GDP growth and
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decreased during periods of slower growth or recession. The hurricane-related supply and demand imbalances
experienced during the fourth quarter of 2005 resulted in very strong margins which continued through the first three
quarters of 2006, compensating for the relatively weak GDP growth. By the fourth quarter of 2006, there was more
than sufficient resin supply compared to demand which resulted in a significant reduction in margins compared to
the first three quarters of 2006. Additionally, because our products are used in both new residential and commercial
construction and replacement and upgrade projects, a significant or prolonged decrease in the level of construction
activity in the U.S. could lead to decreased demand for PV C and PE pipe, and result in lower prices and margins.

While we expect the demand for PV C and PE pipe to continue to increase over the long term, we also expect that the
industry will continue to be subject to cyclical fluctuations and times when supply will exceed demand, driving
prices and margins down. These conditions could result from a general economic slowdown either domestically or
elsewherein the world or capacity increasesin either the resin or pipe markets. General economic conditions both in
the United States and abroad will continue to have a significant impact on our prices and gross margins.

We are substantially dependent on one supplier of PVC resin, our primary raw material. Our business and
operating results could be seriously harmed if this supplier were unable to timely meet our requirementson a
cost effective basis. Additionally, certain terms of our agreement with this supplier limit our business and
operating flexibility.

Our key raw materials, PE and PVC resin, are procured primarily from three suppliers. The cost, quality and
availability of these raw materials, chief among them PV C resin, are essential to the successful production and sale
of our products. There are a limited number of suppliers of PVC resin. Alternative sources are not always available
or may not be available on terms acceptable to us. For example, there are currently only five suppliers of PVC resin
in North America who are capable of providing us the material in an amount that would meet our requirements on
terms acceptable to us. We have a long-term agreement in place with one PVC resin supplier and thus are
substantially dependent upon our relationship with that supplier, which we believe to be good. However, if our
supplier experienced a natural disaster, a serious incident at a major production facility that limited production of
PVC resin, or experienced any other event that resulted in a significant and extended limitation on its ability to
provide us with PV C resin or was unwilling to meet our demand for PV C resin on terms acceptable to us and if we
are unable to obtain an aternative source or if the price for an aternative source is prohibitive, our ability to
maintain timely and cost-effective production of our products will be seriously harmed.

In September and October of 2005, all five PV C resin suppliers in North America declared force majeure due to the
effects of Hurricanes Katrina and Rita, and due to an accident at one resin manufacturing facility. Despite this
situation, we were able to secure sufficient amounts of raw material to maintain our operations at reasonable levels,
primarily because of our agreement with our PV C supplier. Since early in first quarter of 2006, resin suppliers were
able to increase production to levels such that there are no longer supply limitations. However, if similar disruptions
in our raw material supply occur in the future, we may be unable to effectively utilize our manufacturing capacity.

The terms of our long-term agreement with our PV C supplier provide, among other things, for the extension of the
agreement at the supplier’'s option through 2013, certain termination rights exercisable by the supplier without
corresponding rights for us, aright of first negotiation with the supplier on the sale of the assets of one or more of
our facilities that utilize PV C resin, and the supplier’s option to require a buyer of all or a substantial portion of our
assets to assume the agreement. These provisions may have the effect of limiting our ability to replace the supplier,
procure PV C resin under more favorable terms or divest of our assets.

A significant portion of our business and the demand for our productsis seasonal in nature and any adverse
weather conditions that result in a slowdown in the construction industry may adversely affect demand for
our products.

Our products are used in new residential and commercial construction. Because of this, the demand for these
products tends to be seasonal to correspond with increased construction activity in the late spring, summer, and early
fall. Any significant or prolonged adverse weather conditions that negatively affect the construction industry or slow
the growth of new construction activity may negatively affect our operating resullts.

Our operating results are dependent on the price of resin and any competitive pressurein theresin industry
that increases supply or decreasesthe price of resin may negatively affect our profitability.

The primary raw material used in most of our products is PVC resin. Generally, in periods of strong demand and
limited supply of PVC resin, prices of resin tend to increase. Conversely, PVC resin prices tend to decrease when
demand is weak and there is excess supply. Historicaly, in response to increasing resin prices, we have been able to
increase the price of our products at a greater rate, resulting in better margins. During periods of decreasing resin
prices, our selling prices have tended to decrease faster than our raw material costs, resulting in lower margins. In
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the event of a significant increase in PVC resin capacity or a significant decrease in the demand for PVC resin,
resulting in a period where there is an excess supply of PV C resin, our margins and profitability could be negatively
impacted.

The proposed merger with JMM is subject to conditions to closing, including the receipt of regulatory
approvals, which could result in the merger being delayed or not consummated, and could negatively impact
our business, stock price, financial condition and oper ations.

The proposed merger with IMM s subject to conditions to closing as set forth in the merger agreement, including
obtaining all proper regulatory approvals. If any of the conditions to the merger are not satisfied or, where
permissible, not waived, the merger will not be consummated. The delay or failure to consummate the merger could
negatively impact our business, stock price, and financial condition. Our failure to consummate the merger may
negatively impact our future business, growth, revenue, and results of operations and our ability to attract any future
potential acquirer.

We filed a required notification form with the United States Department of Justice and the Federal Trade
Commission to determine whether the merger with IMM complies with applicable antitrust laws. In connection
with this notice, on March 16, 2007 the Company and IMM announced that they received a request from the Federal
Trade Commission for additional information, commonly referred to as a Second Request, in connection with the
parties proposed merger transaction. The Company and JMM have also received inquiries from the attorneys
general of the states of California and Washington and are providing information regarding the review and
consideration of the proposed merger’simpact in their respective states.

We cannot complete the merger until the expiration of a waiting period that follows the Second Request
notification, unless such period is terminated before the expiration date by the FTC. In addition, thereis arisk that
this regulatory approval may not be obtained at all or is obtained subject to conditions that are not anticipated. If
such regulatory approval is not obtained or delayed, or if such regulatory approval is subject to conditions that we do
not currently anticipate, the merger may not happen or at best it will be delayed. Such delay or the failure to
consummeate the merger may have an adverse effect on our current, and if the merger is not consummeated, our
future, business, stock price, financial condition and results of operations.

If the proposed merger has not been completed by September 30, 2007, either party may terminate the merger
agreement provided this right to terminate is not available to any party whose breach of any provision of the merger
agreement resultsin the failure of the merger being completed by September 30, 2007.

The uncertain effects of the pendency of the proposed merger with IMM may negatively impact our business
relationships, operating results and business generally, including our ability to retain key employees,
suppliersand customers during the pendency of the merger.

Because the merger with IMM is subject to various closing conditions, uncertainty exists regarding the completion
of such merger. This uncertainty may cause employees, suppliers and customers to delay or defer decisions
concerning us, or elect to switch to other companies or suppliers prior to the merger, which could negatively affect
our business and our results of operations.

Some customers may seek alternative sources for products and services pending the completion of the merger due
to, among other reasons, a desire not to do business with the combined company or perceived concerns that the
combined company may not continue to maintain the same quality, or support and develop such products and
services in the same manner, as we do. In addition, if the merger does not occur for any reason, our relationships
with our current customers and suppliers may be adversely affected.

Some of our employees may choose not to continue with us during the pendency of the merger due to a perception
of uncertainty about the merger, their job security and the surviving company.

While the terms of the merger agreement allowed us to consider unsolicited alternative proposals under
certain circumstances prior to our shareholder s approving the proposed merger with IMM, our shareholders
approved on April 12, 2007 the proposed merger and we are no longer able to consider proposals from
others.

Certain provisions included in the merger agreement effectively prohibit us from selling our business to a party other
than IMM once our shareholders have approved the proposed merger with IMM. Such shareholder approval was
obtained on April 12, 2007. The provisions also include a requirement that we pay a termination fee equal to 3% of
the aggregate merger consideration and the reasonable and documented out of pocket expenses of JMM in
connection with the merger, not exceeding $2,500,000, if the merger agreement is terminated in specified
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circumstances. These provisions would discourage a third party with an interest in acquiring us from considering or
proposing an acquisition, including a proposal that might be more advantageous to our sharehol ders when compared
to the terms and conditions of the pending merger with IMM that has already been approved by our shareholders.

Thereisthe potential that because of certain covenantswe agreed toin the merger agreement that restrict the
conduct of our business prior to the completion of the merger, there could be an adverse effect on our
business, propertiesand operations.

Pursuant to the merger agreement, prior to the consummation of the merger with IMM, we have made certain
covenants that restrict our business. These prohibitions include, but are not limited to, (i) merging or consolidating
with any company other than JMM, (ii) acquiring any company, (iii) issuing, selling, pledging, disposing of,
transferring or encumbering any of our shares of common stock, (iv) paying any dividends, (v) creating or incurring
any lien on our assets, (vi) making any loan, advancing any money or making a capital contribution in excess of
$50,000, (vii) incurring any indebtedness for borrowed money other than in the ordinary course of business not to
exceed $500,000, (viii) except as disclosed in the merger agreement, making or authorizing any capital expenditure
and (ix) entering into any material contract.

These covenants could have an adverse effect on our business pending the merger, by limiting our ability to take
advantage of afinancing, merger and acquisition or other corporate opportunity.

Thefinancing contemplated by IMM for the consummation of the merger might not be obtained.

JMM currently has commitments from lenders to finance the merger, but these commitments may change prior to
the consummation of the merger. If any of these commitments fall through, JIMM will look for other acceptable
alternative commitments. This may cause a delay in the consummation of the merger, which may have a negative
effect on our business, stock price, financial condition and results of operations. Under the terms of the merger
agreement, JMM is obligated to proceed with the merger even if it fails to obtain the necessary financing, but this
may be difficult for it to do. If IMM is unable to find acceptable replacement financing, there is a chance that the
merger will not be consummated. The failure to consummate the merger with IMM may have a further negative
impact on our future business, stock price, customer and employee perception, financial condition and results of
operations and our ability to attract any future potential acquirer.

Thereis a chance that the occurrence of certain events, changes or other circumstances may arise that could
give rise to the termination of the merger agreement, including circumstances that may require us to pay a
termination fee and related expensesto IMM.

In the merger agreement we agreed to pay JMM atermination fee equal to 3% of the aggregate merger consideration
and the reasonable and documented out of pocket expenses of IMM in connection with the merger, not exceeding
$2,500,000, if the merger agreement is terminated by JMM because we materially breach a representation or
warranty or fail to perform a covenant or agreement pursuant to the merger agreement, and such breach is incapable
of being cured before September 30, 2007, and within 12 months of termination, we enter into a definitive contract
to consummate an aternative acquisition proposal, which is thereafter consummated.

The proposed merger with IMM may not be completed in a timely manner or at all, which may materially
adversely affect our business, future prospects and the price of our common stock.

If the merger with IMM is not completed, the trading price of our common stock may decline to the extent that the
current market price reflects a market assumption that the merger with IMM will be completed. In addition, our
business and operations may be harmed to the extent that our customers, suppliers and others believe that we cannot
effectively compete in the marketplace without the merger, or there is customer, supplier or employee uncertainty
surrounding the future direction of the product and service offerings and our strategy on a stand-alone basis.

In addition, any future potential acquirer would be cautious in exploring any future transaction with us.
We haveincurred, and will continueto incur, significant costsin connection with the merger with IMM.

We have incurred, and will continue to incur, substantial costs in connection with the merger. These costs are
primarily associated with the fees of attorneys, accountants and financial advisors. If the merger is not completed,
we will have incurred these costs but will have received little or no benefit.



If litigation is initiated with respect to the merger with JMM, the completion of the merger may be
jeopardized and our business, financial condition and results of oper ations may be adver sely impacted.

At any time, the antitrust division of the United States Department of Justice, the Federal Trade Commission, or
another federal or state governmental authority could challenge or seek to block the merger with IMM under
antitrust laws, as it deems necessary or desirable in the public interest. The antitrust law section of both the office of
the California attorney general and the office of the Washington attorney general have requested that we voluntarily
provide those offices with information regarding the proposed merger, which we are doing. We do not know what, if
any, antitrust issues or concerns may be raised by this state office or what impact this may have on our ability to
consummeate the merger in a timely fashion. Moreover, in some jurisdictions, a competitor, customer, or other third
party could initiate a private action under antitrust laws challenging or seeking to enjoin the merger with JIMM,
before or after it is completed. We cannot be sure that a challenge to the merger with IMM will not be made or that,
if achallengeis made, that we will prevail.

Further, if litigation is initiated relating to the merger by our shareholders, IMM’s shareholders, the parties to the
merger, or other third parties, this may affect the completion of the merger. Such potential litigation may be costly
and time consuming. If the merger is delayed or is not consummated, our business, stock price, financial condition
and results of operations may be negatively impacted. Further, the perception arising from any such litigation may
negatively impact our future business, stock price, financial condition and results of operations, if the merger is not
consummated.

During the pendency of the merger with JMM, our management’s attention may be diverted from our
ongoing business operations, which may result in our business and results of operation being adversely
affected.

During the pendency of the merger, our management will be required to devote a portion of its time to help ensure
that each condition necessary for the consummation of the merger with IMM is met. Our management will also be
asked by JMM to help ensure that the transition of our businessto JIMM is done properly. The attention given to the
merger may result in our management not being able to devote sufficient time to other areas of the business,
especialy if disputes arise between the parties or if litigation is commenced in connection with the merger.

We may be forced to pay liquidated damages to investor sto whom we ar e contractually obligated to maintain
aregistration statement for theresale of their PW Eagle securities.

On December 5, 2005, we entered into a purchase agreement to sell to certain purchasers shares of PW Eagle's
common stock and warrants for the purchase of common stock. The purchase agreement requires that the Company
keep effective a registration statement that allows for the resale of the common shares, subject to certain time
limitations and other terms and conditions specified in the purchase agreement. The purchase agreement contains
liquidated damages provisions that may be enforced against the Company if the Company is forced to suspend use
of this registration statement in a manner that does not comply with the terms and conditions of the purchase
agreement.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

The statements contained in Item 1A of this Report on Form 10-K/A regarding our beliefs and expectations that are
not strictly historical are forward-looking statements made under the safe harbor provisions of the Private Securities
Litigation Reform Act of 1995. The words “anticipates,” “believes,” “estimates,” “expects,” “intends,” “may,”
“plans,” “projects,” “will,” “would” and similar expressions are intended to identify forward-looking statements,
although not al forward-looking statements contain these identifying words. These forward-looking statements may
involve substantial risks and uncertainties and we may not actually achieve the plans, intentions or expectations
disclosed in such forward-looking statements. Sharehol ders should not place undue reliance on our forward-looking
statements. These statements reflect our current expectations and beliefs as of April 30, 2007 and are based on
information known to us, and our assumptions as of that date. These forward-looking statements involve known and
unknown business risks and risks that we cannot control. As a result, statements regarding our expectations may
prove to be inaccurate and our operating results may differ materially from our stated expectations and beliefs.

Some of our current beliefs and expectations are discussed below.
Forward Looking Satements

PV C resin prices and PV C pipe margins peaked in the fourth quarter of 2005 following hurricane-related supply
disruptions. During the first nine months of 2006, as resin supply returned to a more normal situation, PVC resin
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prices generally decreased before decreasing substantially during the fourth quarter of 2006. Similar to the trend for
PV C resin, PV C pipe prices decreased during the first nine months of 2006 and decreased substantialy in the fourth
quarter of 2006. The fourth quarter of 2006 saw demand decrease somewhat more than the typical seasonal
dowdown, which we believe was due to efforts by our distributors to reduce their inventory levels as pipe prices
were decreasing during the quarter.

In January and February 2007, PV C resin prices decreased further; however, PV C resin suppliers have announced
increases for March, April and May 2007. Industry expectations are for PV C resin prices to remain fairly stable after
May before decreasing toward the end of 2007. PVC pipe demand increased in the first quarter of 2007 as
distributors resumed more norma buying patterns and PVC pipe prices have stabilized and begun to increase
consistent with the PV C resin increase.

The short term expectations described above may be mitigated to some extent by the following broader trendsin our
business. We expect the demand for plastic pipe to grow as acceptance of plastic pipe over metal pipe continues and
the overall economy continues to grow. We believe that the Gross Domestic Product (GDP) is closely correlated to
the demand for PV C and PE pipe, and we recognize that our business is tied to economic cycles. GDP is reported to
have grown at an annual rate of 3.5% in 2005 and 3.4% in 2006. Industry growth projections call for annual sales
growth rates for PV C pipe of 3% or greater in 2007. The actual growth rate may be less or greater than 3% based on
short-term economic conditions. Our strategy has been, and continues to be, to concentrate growth initiatives in
higher profit products and geographic regions.

We have a long-term contract with one supplier for PVC resin, our primary raw material, and are substantialy
dependent on that relationship. The terms of our long-term agreement with out PV C supplier provide, among other
things, for the extension of the agreement at the supplier’s option through 2013, certain termination rights
exercisable by the supplier without corresponding rights for us, a right of first negotiation with the supplier on the
sale of the assets of one or more of our facilities that utilize PV C resin, and the supplier’s option to require a buyer
of all or a substantial portion of our assets to assume the agreement. These provisions may have the effect of
limiting our ability to replace the supplier, procure PV C resin under more favorable terms or divest of our assets.

PART |1
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Directors

The Company’s Board of Directors (the “Board of Directors’ or the “Board”) currently consists of seven directors.
Each director has been elected to serve until his successor has been elected or qualified. The names of the current
directors, along with their ages as of April 13, 2007, are asfollows:

Name Age Current Position

Jerry A. Dukes 59 Director (Chair)

Zachary George (1)(4) 29 Director (Lead Independent Director)
Todd Goodwin (2)(4)(5) 75 Director

Thomas R. Hudson, Jr. (1)(3) 41 Director

LeeD. Meyer (2)(4) 58 Director

Stephen M. Rathkopf (1)(3) 63 Director

Martin G. White (2)(3) 61 Director

(1) Member of Compensation Committee

(2) Member of Audit Committee

(3) Member of Governance/Nominating Committee
(4) Member of Strategic Committee

(5) Audit Committee Financial Expert

The following is information concerning the principal occupations for at least the past five years of the directors:

Jerry A. Dukes, 59, was elected CEO and President of PW Eagle in March 2005 and President of PW Eagle in
October 2003. Previously Mr. Dukes had been President of Uponor ETI since 2001, and served as its vice president
of manufacturing from 1992 through 2001. Mr. Dukes joined ETI in 1988 as Director of Manufacturing. Prior to
ETI, Mr. Dukes was employed by Johns Manville Corp. in various manufacturing and general management
positions in plastic pipe and other construction product businesses. He has a B.S. degree from Texas Tech
University in Industrial Engineering and is registered as a Professional Engineer in the State of Texas.
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Zachary R. George, 29, has been a Managing Member and Portfolio Manager at FrontFour Capital Group LLC, an
investment manager and hedge fund, since January 2007. Prior to joining FrontFour Capital Group, Mr. George was
a Director and Senior Analyst at Pirate Capital LLC, an investment manager and hedge fund, from March 2004 to
September 2006. Prior to joining Pirate Capital, Mr. George was an Officer at Mizuho Corporate Bank Ltd., a
Japanese financia institution, from September 2002 to March 2004. Mr. George currently serves as a Director of
Cornell Companies, Inc. Mr. George earned his B.A. from Simon Fraser University in 1999, and earned his J.D.
from Brooklyn Law School in 2002.

Todd Goodwin, 75, retired in 2002 as a Partner of Gibbons, Goodwin, van Amerongen, a New York based
investment banking firm. Mr. Goodwin previously served as a Managing Director of Merrill Lynch and has served
as Director on the boards of several companies including Southwest Forest Industries, RT French Company, Rival
Company, Schult Homes, Specialty Equipment, Horace Mann Education Corporation, Robert Half International,
Riverwood International, Johns Manville Corporation, the Southampton Hospital and Peconic Health Corporation.
Mr. Goodwin is currently a Director of Cornell Companies, Inc. and a Trustee of the Madison Square Boys & Girls
Club. He received his AB from Harvard College. Mr. Goodwin would be considered a financial expert for
Sarbanes-Oxley Act compliance.

Thomas R. Hudson, Jr. 41, is the Managing Member of Pirate Capital LLC, an investment manager with
approximately $1.8 billion in assets under management, which he founded in 2002. From 1999 to 2001, Mr.
Hudson served as a Managing Director at Amroc Investments, LLC, where he directed all distressed research and
managed the bank loan trading desk. From 1997 to 1999, he served as a Vice President and Portfolio Manager at
Goldman, Sachs & Co., responsible for investing and trading a $500MM portfolio of distressed domestic and
international private assets. Mr. Hudson currently serves as a director of Cornell Companies, Inc. Mr. Hudson
earned a B.S. in 1988 from Babson College, majoring in Entrepreneurial Studies. He earned an M.B.A. in 1993
from the Tuck School at Dartmouth College.

Lee D. Meyer, 58, was appointed President and Chief Executive Officer of Ply Gem Industries, Inc., in January,
2002. Mr. Meyer previously had been the President of Variform; Ply Gem’s Siding and Accessories business. Mr.
Meyer joined Variform in 1993 as the Vice President of Manufacturing and in 1994, became the Vice President of
Operations. In 1996, Mr. Meyer was appointed Senior Vice President and General Manager and in 1998, Mr. Meyer
became President of Variform. Prior to joining Variform, Mr. Meyer held positions at GE Plastics, Borg Warner
Chemicals and the Chemicals Division of Quaker Oats. Mr. Meyer has been a member of the Vinyl Siding Institute
(“VSI") since 1994. Mr. Meyer is currently a member of the Board of Directors and is the Chairman of VSl
Certification Oversight Committee, which oversees voluntary minimum standards for vinyl siding products. In June
2003, Mr. Meyer completed a tenure of approximately five years as Chairman of the Vinyl Siding Institute. Prior to
holding the position of Chairman, Mr. Meyer held the position of Vice Chairman of the VSI. Mr. Meyer isalso a
member of the Windows and Doors Manufacturers Association. Mr. Meyer graduated from the University of
Nebraska in 1971 with a BS in Chemical Engineering and an MBA in Finance and Economics in 1979. He also
received hislicense as a Registered Professional Engineer in 1979.

Sephen Rathkopf, 63, is a partner at Herrick, Feinstein LLP. His practice encompasses corporate law, litigation and
real estate. Previously, Mr. Rathkopf was the head of the litigation department of Demov, Morris & Hammerling.
For a number of years, Mr. Rathkopf co-authored Real Estate Law Digest, a weekly column published in the New
York Law Journal. He has written articles and lectured on corporate merger issues, rea estate law, damage
recovery, lender liability and creditor’s rights. Mr. Rathkopf has been lead transactional counsel in the billion
dollar merger of Vantas and HQ Global Workplaces, the acquisition of Prime Retail, the acquisition of a controlling
interest in RGIS, the sale of a controlling interest in Telco Group to Leucadia, the sale of the Empire State Building
and the restructure of the mezzanine loan to Northstar, among other matters. Mr. Rathkopf’ s trial experience covers
diverse matters including corporate takeovers, entertainment law, trademark infringement, real estate development,
lender liability, loan enforcement, ship lending, labor law and employment law. In 1999 and 2000, Mr. Rathkopf
was a Senior Vice President of FrontLine Capital Group, where he played akey role in the growth of that company.

He rejoined Herrick, Feinstein LLP in January 2001. Mr. Rathkopf holds an undergraduate degree from the
College of the City of New York and a J.D. degree from New York University School of Law. He has been
admitted to practice law in New York, S.D.N.Y., E.D.N.Y., New Jersey, Pennsylvania, the Second and Third Circuit
Courts of Appeals and the United States Supreme Court.

Martin White, 61, has served as a board member of PW Eagle since July 2006. He retired from Dallas based
Occidental Chemical Corporation (OxyChem) after most recently serving as Vice President of OxyChem's joint
venture, OxyVinyls, a position he has held since the formation of OxyVinylsin May 1999. Prior to this, since May
1996 he held the position of Vice President of Marketing for OxyChem's vinyl's businesses. With the exception of
one year as General Manager of OxyChem's operations in Chile during mid 1995 to mid 1996 he has held positions
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in OxyChem's vinyl's businesses since 1989. Mr. White served as President of the Plastic Pipe and Fittings
Association in 2003 and 2004 and represented OxyVinyls on the Board of Directors and as Treasurer of The Vinyl
Ingtitute at the time of his retirement. In addition to holding a degree in chemistry from the Royal Ingtitute of
Chemistry he has conducted research at the UK's National Paint Research Laboratory and attended corporate
development and executive development programs at The London School of Economics and Northeastern
University College of Business Administration respectively.

Section 16(a) Beneficial Owner ship Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934 requires the Company’s executive officers and directors, and
persons who own more than 10 percent of the Company’s Common Stock, to file with the Securities and Exchange
Commission initia reports of ownership and reports of changes in ownership of Common Stock and other equity
securities of the Company. Officers, directors and greater than 10% shareholders (“Insiders’) are required by SEC
regulations to furnish the Company with copies of all Section 16(a) formsthey file.

To the Company’ s knowledge, based on areview of the copies of such reports furnished to the Company, during the
fiscal year ended December 31, 2006, all Section 16(a) filing requirements applicable to Insiders were complied
with, except that Mr. Stickel filed a late Form 4 on June 1, 2006 to report shares tendered as payment in full
satisfaction of aloan on May 31, 2005; Messrs. Meyer, Rathkopf, Goodwin, White each had a late Form 4, Form 5,
Form 4/A and Form 5/A (except Mr. White did not have a late Form 5/A) to report shares received pursuant to the
PW Eagle Top Hat Plan and dividend reinvestment shares received pursuant to the PW Eagle Top Hat Plan and Mr.
Goodwin had alate Form 4 and Form 5 to report shares received pursuant to the PW Eagle Top Hat Plan.

Code of Ethics and Code of Conduct

The Company has adopted the PW Eagle Code of Ethics for Financial Executives (the “ Code of Ethics”) that applies
to the Company’s principal executive officer, principal financial officer, principal accounting officer and controller,
or persons performing similar functions. The Company has also adopted a Code of Ethics and Business Conduct that
applies to the Company’s officers, directors and employees (“Code of Conduct”). The Code of Ethics and Code of
Conduct are available at no charge through our website at www.pweagleinc.com or to any shareholder who sends a
written request for a paper copy to: Investor Relations Manager, PW Eagle, Inc., 1550 Valley River Drive, Eugene,
Oregon 97401. If any substantive amendments are made to the Code of Ethics or Code of Conduct or any waiver
granted, including any implicit waiver from a provision of the Code of Ethics or Code of Conduct to the principal
executive officer, principa financial officer, principal accounting officer and controller that relates to any element of
the Code of Ethics or Code of Conduct enumerated in Item 406(b) of Regulation S-K, the Company will disclose the
nature of such amendments or waiver on the Company’ s website or in areport on Form 8-K.

Audit Committee

The Company has an Audit Committee whose members are Messrs. Goodwin (Chairman), Meyer and White, which
met six times during fiscal 2006. Our board of directors has determined that all members of the audit committee are
independent directors in accordance with NASDAQ rules. This Committee reviews, in consultation with the
independent registered public accounting firm (the “Independent Accounting Firm”), the Company’s financial
statements, accounting and other policies, accounting systems and the adequacy of internal controls for compliance
with corporate policies and directives. The Audit Committee is responsible for the engagement of the Company’s
Independent Accounting Firm and reviews other matters relating to the relationship of the Company with its
Independent Accounting Firm. Each member of the Company’'s Audit Committee has been determined, in the
opinion of the Board, to be independent in accordance with SEC and NASDAQ rules.

Audit Committee Financial Expert

Todd Goodwin served as the “audit committee financial expert” as defined by Item 407(d)(5)(ii) of Regulation S-K
under the Securities Act of 1933 during the fiscal year ended December 31, 2006. The board of directors has
determined that Mr. Goodwin is an independent director in accordance with NASDAQ rules. The Company
acknowledges that the designation of Mr. Goodwin as the audit committee financial expert does not impose on
Mr. Goodwin any duties, obligations or liability that are greater than the duties, obligations and liability imposed on
Mr. Goodwin as a member of the Audit Committee and the Board in the absence of such designation or
identification.
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ITEM 11. EXECUTIVE COMPENSATION
Compensation Discussion & Analysis
Overview

In this section, we describe our compensation programs and policies and the material elements of compensation for
our named executive officers.

The responsibility for matters relating to our compensation policies of and for the compensation of our board of
directors and senior management has been delegated by our board of directors to our compensation committee. Our
compensation committee is comprised of three independent directors, each of whom satisfy the definition of
“independence” as set forth in the NASDAQ listing standards. The current members of the compensation
committee are Thomas R. Hudson, Jr., (Chair), Zachary R. George and Stephen M. Rathkopf. The compensation
committee is responsible for developing and making recommendations to the board of directors with respect to
compensation of our executive officers.

The primary duties and responsibilities of the compensation committee include the following:

¢ Review management proposals regarding compensation philosophy and compensation plans and guidelines
for the board of directors, our executive officers, and our subsidiaries, and report conclusions to the board
of directors. (Such review includes plans and administration of plans, relative to base saary, short-term
incentives, long-term incentives, and all executive benefits and perquisites.)

e Establish an appropriate compensation level, pertaining to al elements of compensation for our officers,
based on a review of compensation practices for executive officers in our industry, other appropriate
industries, our compensation philosophy, goals and objectives, and the executive officers' performance.
Our board of directors will review such determination for final approval.

e Review of the performance of our chief executive officer as it relates to al elements of compensation.
Review on an annua basis the performance of our chief executive officer as it relates to our short- and
long-term objectives. Make recommendations to our board of directors for the compensation of our chief
executive officer.

e Review our chief executive officer's recommendations for compensation, including base salary, short-term
incentive and long-term incentive, for all top corporate officers and directors, and report determinations to
our board of directors. Our chief executive officer does not make any recommendations regarding his own
compensation.

e Approve and grant options to officers, directors and employees in accordance with the terms of our existing
stock option plans or similar plans which we may adopt in the future or in such other circumstances as the
board of directors may authorize.

e Review management proposals and make recommendations to the board of directors concerning additions,
deletions or changes in existing qualified benefit plans, proposals for new qualified benefit plans, and all
other compensation proposals requiring the approval of the board of directors.

e The compensation committee has the sole authority to grant awards and administer the PWEagle 1997
Stock Option Plan, as well as the authority to grant options to purchase stock outside of such plan.

Our compensation committee met six times during fiscal 2006. At those meetings, the compensation committee
reviewed and recommended to the board of directors for its approval, the following plans and decisions:

e Changein Control Agreementsfor NEOs

e Retention Bonus Plan for NEOs
e  Supplemental contributions to the Company’s 401(k) plan
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Our compensation structure is designed so that our chief executive officer evaluates in detail the performance of
each individual and works with the compensation committee to help set the compensation for each of our named
executive officers.

Our compensation committee has the absolute authority to adjust our chief executive officer’s recommendations as
it deems appropriate after evaluating all of the information which the compensation committee believes is relevant
to implementing the guiding principles for compensation programs discussed below. Our chief executive officer
does not give recommendations regarding his own salary or performance. Rather, the compensation committee
generally determines his compensation after discussing with him how he performed against his written goals for the
year, though the current compensation committee did not consider written goals prepared by our chief executive
officer in setting his compensation for 2007.

The compensation committee has the authority to retain an independent consultant to assist it in fulfilling its
responsibilities. In the third quarter of 2006, the compensation committee contracted with Watson Wyatt
Worldwide, Inc. (*Watson Wyatt"), a global human resources consulting firm, to prepare a competitive benchmark
analysis of the Company’s compensation structure, levels and policies for compensation of middle and senior
managers. The Watson Wyatt project also included input on change of control and retention bonus compensation
issues in light of the M Manufacturing merger (discussed below) that was being negotiated while Watson Wyaitt
was engaged.

Board Transition

We experienced a complete change in the structure and composition of our board of directorsin May 2006. None of
our current board members had previously served on our board of directors prior to our annual meeting of
shareholders on May 26, 2006. As a result, the current members of our compensation committee have spent a
significant portion of their time during fiscal year 2006 evaluating the past compensation practices of the Company
and the prior compensation committee and board of directors, which our current compensation committee found to
be informal. The current compensation committee did not have a role in setting fiscal 2006 compensation for our
senior management. Additionally, we have entered into a merger agreement with M Manufacturing Company,
Inc., aprivately held company. Evaluation of the JM Manufacturing transaction and the imminence of the merger
have been a priority for our compensation committee and has impacted the compensation committee’ s actions with
respect to setting executive compensation and its evaluation of future compensation issues for senior management.

Compensation Philosophy and Guiding Principles and Objectivesfor Executive Compensation

We have designed our compensation programs to reward performance and to attract, retain and motivate employees
at al levels of the organization. Generally, base pay is set at competitive levels within the appropriate labor market.
Our goal is to establish pay levels throughout our organization, including at the executive officer level, which are
competitive with comparable positions in our industry. Additional opportunities exist for al employees to earn
significant amounts of additional compensation based upon our overall performance. The following are statements
of our beliefs about executive compensation:

Compensation should be related to performance.

We have followed a practice of linking executive compensation to individual levels of performance aswell asto our
performance as a whole. Base salaries and bonuses reflect the value and performance of each individual. The
objective of the PWEagle Performance Bonus Plan is to reward eligible employees for their contribution to the
Company’s achievement of annual profit goals. Bonus plan payments are determined by comparing the company’s
actual EBITDA to a predetermined target and individual bonus payments are adjusted based on the employee's
achievement of individual performance objectives such as sales volumes and manufacturing output and efficiency.
The plan established individual performance metrics for sales and management employees that determine 50% of
the employee’s bonus, with the other 50% coming from the company’s financial performance as measured by
EBITDA. Length of serviceis not a characteristic that our compensation system is designed to reward.

Compensation should reflect position and responsibility, and incentive compensation should be a greater part of
total compensation for more senior positions.

Total compensation should generally increase with position and responsibility, and should be structured so as to
avoid disparities among employees with similar duties. As position and responsibility increase, a greater percentage
of an individual’s total compensation should be tied to corporate and individual performance, and therefore at risk.
Thus, individuals with greater roles and responsibilities associated with achieving our performance targets should
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bear a greater proportion of the risk if those goals are not achieved and should receive a greater proportion of the
reward if the goals are met or surpassed. This philosophy encourages our executive officers to meet performance
targets and achieve long-term revenue and earnings growth, while also fostering a sense of fairness among executive
officers.

Incentive compensation should strike a balance between short-term and long-term performance.

Our compensation plans encourage our executive officers to achieve strong annual performance in a manner that
supports and ensures our long-term success and profitability. To reward a balanced approach, we use both an annual
cash incentive bonus plan and long-term equity incentives, with participation in the long-term incentives weighted to
senior officers who have the greatest influence on our strategic direction and results over time.

The aggregate of base salary and performance-based compensation should be sufficiently competitive to attract and
retain the talent needed.

Our overall compensation levels are targeted to attract the type of talent needed to achieve and maintain aleadership
position in the sector of the manufacturing industry where we compete. In general, this means that total
compensation is comparable to companies of similar size in our industry.

Empl oyees should have the opportunity to own the Company’ s stock.

Though we have no formal policy that would encourage the purchase or ownership of our common stock by our
employees, our employees, including our named executive officers, can purchase our common stock via a payroll
deduction election through our 401(k) plan. We view this as an efficient method for employees to purchase stock.
Employees are limited to twenty five percent (25%) of the value of their accounts being alocated to PW Eagle
common stock. The sale of any such stock is subject to the terms and conditions of our insider trading policy.

The principles of rewarding individual performance and Company growth should drive key compensation decisions,
rather than tangential considerations such as tax benefits.

It is our policy that accounting policies and tax deductibility should not drive our compensation decisions because
doing so would detract attention from the primary goals of promoting Company growth and encouraging individual
performance. Thus, we may at times approve compensation that does not qualify for tax deductions because it is
appropriate to do so in light of other compensation philosophies and goals.

Compensation should align the interests of executives with shareholders.

Executive compensation is intended to align the interests and expectations of our executive officers with the
interests and expectations of our shareholders by rewarding executive officers for achieving financial growth.

I ncentive compensation should be awarded based upon clear objectives.

Incentive compensation is linked to specific performance objectives that management can understand and have a
reasonable prospect to achieve, while keeping in line with the Company’s strategic goals. These objectives are
balanced and linked across different functional areas.

Compensation Programs Design

We have developed an executive compensation program consisting of three main elements: base salary; the annual
incentive bonus plan; and long-term incentives, each of which is discussed in detail below. Each element is intended
to reward and motivate executives in different ways consistent with our overall guiding principles for compensation.
For example, in order to foster its policies of growth and alignment of shareholder interests with those of key
employees, we provide long-term incentives that will encourage executives to work to create lasting revenue and
earnings growth. Similarly, we use annual bonuses to motivate and reward executives on a short-term basis. The
principles that total compensation should increase with position and responsibility, and that compensation should be
tied to performance, are reflected by the fact that the portion of each element varies with position, level of
responsibility, and achievement of individual and Company performance targets. Prior to the board transition in May
2006, our former CEO and Chairman primarily made compensation decisions, in consultation with the
compensation committee. Following the board transition, the new members of the compensation committee used
the remainder of 2006 to evaluate our current compensation system and philosophies and make compensation
decisions for fiscal 2007 in light of the pending merger with J-M Manufacturing.
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To establish the amount for each element, the compensation committee has historically reviewed annual
performance objectives with each our named executive officers, evaluated each executive officer’s goals and the
contributions made by that person to our overal performance, considered any internal pay disparities and what
actions should be taken to correct them and reviewed each officer’s key responsibility areas. The compensation
committee has also historically used compensation surveys, including the Milliman Northwest Management and
Professional Salary Survey, to establish its competitive position with respect to executive compensation. Our god is
to for its compensation program structure and amounts to fall at the midpoint of the relevant pool of comparable
companies. An analysis of comparable jobs is undertaken every year. Compensation increases typically occur each
March, though no NEO is guaranteed a compensation increase each year.

When determining whether to increase or decrease any element of compensation, our compensation committee also
considers any extra contributions made by the executive officer or, conversely, any indications of poor performance;
changes in the relevant officer’s position and responsibilities; maintenance of internal equity in compensation, as
appropriate; business factors such as profitability; and changes in our strategy, philosophy, and compensation
principles. To determine cash bonuses for each executive, the compensation committee uses a formula that
incorporates that executive officer’ s base salary. Thus, athough amounts realizable from prior compensation are not
considered when determining bonus amounts, the compensation committee establishes base salary with recognition
of its ultimate effect on cash bonuses.

Elements of 1 n-Service Compensation and Benefits
Base Salary

Base sdlary is designed to be in the median range of salary levels for equivaent positions at comparable companies
nationwide, which is intended primarily to attract high performing individuals but be in line with other companies.
Each executive officer's actual salary within this competitive framework depends on the individual’s performance,
responsibilities, experience, leadership and potential future contribution. As noted, the compensation committee has
reviewed base salary for each executive officer by identifying pay levels for similar roles in other organizations and
the past performance of the executive officers. The compensation committee reviews market data for each executive
position, then makes adjustments to salaries based on individual contributions, changes in position or responsihility,
internal equity considerations, business factors and changes in the Company’s strategies and philosophies. In the
past, as mentioned above, the compensation committee has also used the Milliman Northwest Management and
Professional Salary Survey as a guide to establish salaries and annual raises. The compensation committee then
considers the scope of responsibilities for each role, the value added by the executive throughout the year and the
internal equity of established pay levels. Executive officers do not necessarily receive increases every year. When
they do, the changes are typically effective in March of the new fiscal year. Promotional increases normally take
place when new roles are assumed. The original base salaries of our chief executive officer and chief financia
officer were set by their employment agreements.

Annual Bonus

We use annual bonuses to motivate, reward and retain executives on a short-term basis. The annual bonus also may
be used to attract individuals based upon year-to-year earning potential in the marketplace. The compensation
committee and board of directors designed the PW Eagle Performance Bonus Plan to provide an annual cash bonus
to executive officers and other employees based on the achievement of certain financial objectives for the Company,
as set by the board of directors, which the executive officers could understand and influence, as well as based on
individual performance goals. Payments under the bonus plan are primarily based on the achievement of Company
financial objectives tied to EBITDA and individual goals that vary among our named executive officers based on
their position. As mentioned above, the chief executive officer and the compensation committee establish the
Company EBITDA target, which determines actual payouts under the bonus. The chief executive officers works
with each of our other named executive officers to set individual objectives. The board of directors then approves
the budgeted targets. The compensation committee has reviewed and the board of directors has approved the
EBITDA target for 2007. For 2006, the PWEagle Performance Bonus Plan established target bonuses for our named
executive officers of a percentage of salary, ranging from 25% to 47.5%. 2006 bonus payments were determined by
the company’s EBITDA measured quarterly against established EBITDA targets and modified for individual
performance.

Our chief executive officer’s compensation is evaluated annually based on severa factors, including achievement of
targeted EBITDA goals and the chief executive officer’s individual accomplishments with respect to his
performance plan. Our president and chief executive officer is charged with maximizing our cash flow, as well as
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executing the corporate growth strategy, through both internal growth and growth by acquisition. Jerry A. Dukes,
who is aso chairman of our board of directors, received a 2006 bonus of $206,625. In addition, our chief financial
officer, Scott Long, received a bonus of $150,000, and named executive officers John R. Cobb, N. Michael Stickel,
and Keith Steinbruck received bonuses of $94,482, $86,737 and $56,794, respectively.

We do not currently have a mechanism in place to award discretionary bonuses.
Long-Term Incentives

Long-term incentives are necessary for retaining executives while motivating them in ways consistent with the
interests of long-term holders of our stock. Historically, we have used the award of stock options and restricted
stock awards as the best way to achieve this goal, because these grants encourage key executive officers to
accumulate value for the Company over multiple years and reinforce our emphasis on rewarding performance. We
believe that the allocation between cash awards and these long-term stock awards isfair given that other elements of
compensation emphasize short-term or annual performance, and that the executives receiving grants of restricted
stock are those who have the most influence over the Company’s long-term achievement. Although the stock
options and restricted stock grants may accumulate sizeable value over time, we believe that the expected benefit to
the Company and shareholders outweighs the cost. The reward is an appropriate motivational tool and is necessary
to retain critical team members for our company.

In the past, we have made one-time stock option grants and/or restricted stock awards from time to time to our
named executive officers and other employees in connection with the entry to an employment agreement, in
recognition of individual contributions to our performance or due to our financial performance. We have
historically followed the practice of having our chief executive officer make recommendations to the compensation
committee or board of directors regarding the individuals who are to receive option grants or other equity awards,
the size of the options or other awards, and the philosophy behind the granting of such stock option grants or other
awards.

Sock Options

Prior to the change in our board of directorsin 2006, stock options granted by us were made on the recommendation
of our chief executive officer or chairman of the board of directors and subsequently approved by our board of
directors. We have not devel oped a mechanism for automatic grants of stock options or restricted stock.

Stock options granted under our 1997 Stock Option Plan typically have a term of ten (10) years and vest over a 3-5
year period from the issuance date. The deferred vesting of the options is designed to create an incentive for the
executive to remain with the Company. Accordingly, the executive is rewarded only if the shareholders receive the
benefit of appreciation in the price of the common stock. This promotes the compensation philosophies of aligning
management’ s interests with those of shareholders and using compensation formulas that encourage key executives
to remain with the Company.

Although our compensation committee has the ability to grant stock options pursuant to the terms of the Company’s

1997 Stock Option Plan, it has not made any qualified option grants to employees since December 2005. In June

2006, the board of directors authorized non-qualified option grants to members of the new board of directors.
Restricted Stock

Our standard restricted stock agreements provide for vesting of the award over a period of time with a risk of

forfeiture of all unvested shares should the employee’s employment with us terminated for any reason other than

death or total disability. Risks of forfeiture typically lapse upon a change of control.

During fiscal year 2006, the Company made one grant of a restricted stock award of 2,500 shares to a non-named
executive officer.

Other Elements

Deferred Compensation Plan

We maintain a deferred compensation plan, the PW Eagle Top Hat Plan, for the purpose of providing additional
retirement benefits to key employees and directors, including our named executive officers. Under the plan, the
executive officers may defer receipt of their base salary and/or annual bonuses into cash accounts that mirror the
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gains and/or losses of certain investment funds and our common stock. Deferred compensation contributions are
immediately fully vested. We make matching and supplemental contributions to the 401k and Top Hat plans of our
named executive officers. If either the IRS or the 401(k) itself impose limits on contributions to the 401(k) plan,
these contributions are made to the Top Hat plan of the named executive officer.

The Top Hat Plan contains a discretionary element where our board of directors can make an additional
discretionary pension contribution on behalf of our executive officers. This discretionary option has never been
exercised.

Personal Benefits and Perquisites

We have not granted our named executive officers many perquisites, with the goal of avoiding a negative impact on
internal pay and equality. However, we believe that benefits and perquisites are sometimes necessary in order to
attract and retain talent. We have assessed competitive market factors to determine appropriate benefit levels.
Executive officers are eligible to participate in our 401(k) savings plan, our health, dental and vision plans, life
insurance and long- and short-term disability insurance plans. These are the same plans that all full-time employees
are offered and do not have any different levels of benefits other than what is provided to al other eligible
participants, except that our group travel accident insurance is a tiered benefit plan where officers and directors are
eligible for greater benefits than other employees. Named executive officers are also provided with cellular
telephones that allow personal use and several of our named executive officers are preferred members of certain
frequent flyer and hotel programs. Our chief executive officer, Jerry Dukes, is eligible for a supplemental medical
plan which paid $1,337 in benefits to him in 2006.

Compensation Arrangements
We have entered into employment agreements with our chief executive officer and chief financia officer.
Jerry Dukes

Pursuant to his employment agreement, our chief executive officer, Jerry Dukes, receives an annua base salary of
$290,000. Along with his base salary, he can receive an annual bonus under our Performance Bonus Plan. Jerry
Dukes could receive up to 71.25% of his base salary if the Company meets certain operating profit levels. If Jerry
Dukes' employment were terminated for any reason other than for cause, his base salary would continue for a period
of not less than 9 months.

Scott Long

Pursuant to his employment agreement, our chief financial officer, Scott Long, receives an annual base salary of not
less than $250,000. Along with his base salary, he can receive an annual bonus under the Performance Bonus Plan.
Scott Long could receive up to 60% of his base salary if the Company meets certain operating profit levels. If Scott
Long’s employment were terminated for any reason other than for cause, his base salary would continue for a period
of not less than 9 months.

Elements of Post-Termination Compensation and Benefits
Change in Control Agreements

During 2006, our board of directors, upon the recommendation of the compensation committee, approved two-year
change in control agreements for our chief executive officer, Jerry Dukes; our chief financial officer Scott Long; and
our executive vice presidents, Jack Cobb and Michael Stickel. Upon a change in control, which would include the
pending merger with M Manufacturing, followed by a termination event with respect to the executive, the change
in control agreements provide for the cash payment to the executive of (i) one times (two times in the case of
Jerry Dukes) the sum of (A) the executive officer's base salary and (B) a bonus equa to 25% of the executive
officer’s base salary (47.5% and 40% in the case of Jerry Dukes and Scott Long, respectively) and (ii) the executive
officer’ starget annual bonus prorated for the year in which the termination event occurs. The executive officerswho
are parties to the change in control agreements would also receive a transaction bonus after the occurrence of certain
types of change in control transactions, such as a merger, equal to such executive’s annual bonus for fiscal year
2006. The change in control agreements also provide for the continuation for one year (two years in the case of
Jerry Dukes) of health, welfare and fringe benefits for the executive and his family and the payment of any salary or
bonus already owed to the executive. All such payments are contingent on the executive executing a release of
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certain claims against the Company. In addition, the change in control agreements provide for the immediate vesting
of al equity incentive awards upon a change in control event.

Retention Bonus Plan

On November 15, 2007, the board of directors, upon recommendation of the compensation committee, approved the
PW Eagle Inc. Retention Bonus Plan. The goal of the plan was to provide incentive to eligible management and key
employees to remain with the Company and to contribute fully to the Company’s business achievement goals and
success as the strategic committee continues to evaluate and explore strategic aternatives, including return of capital
to shareholders, a potential sale of the Company, acquisitions, product diversification and other actions designed to
maximize shareholder value.

The Retention Bonus Plan provides for a retention bonus to be paid to eligible employees equal to the amount of the
potential target bonus for such employee under the Company’s 2006 Performance Bonus Plan in the event a
Company change in control event occurs on or prior to December 31, 2007, and the eligible employee continues to
be employed by us or our subsidiary at the time of such change in control. Eligible employees under the Plan are
those specified by the compensation committee. Among the employees specified by the compensation committee for
participation in the Plan are the following executive officers named in the summary compensation table in our last
filed proxy statement (and the amount of each such executive's retention bonus is also noted): Jerry Dukes
($137,750); Scott Long ($100,000); John R. Cobb ($66,250); Michael Stickel ($64,250); and Keith Steinbruck
($42,663).

Stock Owner ship/Retention Guidelines and Other Policies

We do not have any stock ownership guidelines or a stock retention policy. Our insider trading policy prohibits the
trading of our securities on a short-term basis and requires that any of our stock purchased in the open market be
held for a minimum of six months. This policy also states that employees should not “margin” or “sell short” our
stock, or buy or sell put or call options on our stock.

Impact of Regulatory Requirements on Compensation

The compensation committee does not take into account the Company’s ability to deduct executive compensation in
making compensation design and award decisions.

The compensation committee does not take into account IRC 8409A when making compensation design and award
decisions.

Conclusion

We have concluded that each of the base salary, the annual and the long-term incentives for our named executive
officers, as well as the total compensation received by those executives, is reasonable and appropriate in light of our
goals and competitive requirements. The amounts are in our best interests and that of our shareholders because they
foster both short- and long-term growth, enable the Company to attract and retain talent and further our philosophies
of linking pay to performance and eliminating unfair compensation disparities.
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SUMMARY COMPENSATION TABLE

The following table sets forth certain information regarding compensation paid or accrued for our last fiscal year to
the Chief Executive Officer, Chief Financial Officer and the other three highest paid executive officers based on total
compensation, not including deferred compensation earnings, which was earned or accrued for fiscal year 2006.

Changein
Pension Vaue
and
Non-Equity Nonqualified All Other
Stock Option Incentive Deferred Comp-
Name and Principal Awards Awards Plan Comp- ~ Compensation ensation
Position Y ear Salary (%) Bonus($) (C]EN] %2 ensation (3$) Earnings($) (©]©)] Total (%)
Jerry Dukes 2006 $ 284,616 $ 206,625 $ 98991 $ 350,736 $ - $ - $ 37,798 $ 978,766
Chief Executive
Officer
Scott Long 2006 $ 245450 $ 150,000 $ 69,234 $ 247,782 $ - $ - $ 28563 $ 741,029
Chief
Financial Officer
John R. Cobb 2006 $ 260087 $ 94483 $ 34216 $ 226710 $ - $ - $ 27,080 $ 642,575
Exec. VP
Operations
N. Michael Stickel 2006 $ 252112 $ 86,738 $ 19797 $ 23169 $ - $ - $ 28648 $ 618,990
Exec. VP Sales &
Marketing
Keith Steinbruck 2006 $ 169319 $ 56,794 $ - $ - $ - $ - $ 19,080 $ 245194
VP, Technica
Director

(1) The amounts in this column reflect the dollar amount recognized for financial statement reporting purposes for the fiscal year
ended December 31, 2006, in accordance with FAS 123(R). Assumptions used in the calculation of these amounts are included in
footnote 13 to our audited financial statements for the fiscal year ended December 31, 2006 included in our Annua Report on
Form 10-K filed with the Securities and Exchange Commission on March 14, 2007.

(2) The amounts in this column reflect the dollar amount recognized for financial statement reporting purposes for the fiscal year
ended December 31, 2006, in accordance with FAS 123(R). Assumptions used in the calculation of these amounts are included in
footnote 13 to the Company's audited financial statements for the fiscal year ended December 31, 2006 included in the Company's
Annua Report on Form 10-K filed with the Securities and Exchange Commission on March 14, 2007.

(3) Amounts reported under this column represent health care contributions made to the named executive officers, matching and
supplemental contributions to the named executive officers under our 401(k) plan, and matching and supplemental contributions
under our deferred compensation plan.

GRANTSOF PLAN-BASED AWARDS

There were no new non-equity incentive plan awards or equity incentive plan award grants to named executive officersin fiscal year
2006.

OUTSTANDING EQUITY AWARDSAT FISCAL YEAR-END

Option Awards Stock Awards

Equity Market Equity Equity

Incentive Value of Incentive Incentive
Plan Number  Sharesor Plan Plan

Awards: of Shares  Units of Awards: Awards.
Number of Number of Number of or Units Stock Number of Market or
Securities Securities Securities of Stock That Unearned Payout
Underlying Underlying Underlying That Have Shares, Value of
Unexercised  Unexercised ~ Unexercised ~ Option Option Have Not Not Units or Unearned
Options (#) Options (#) Unearned Exercise  Expiration Vested Vested _ Other Shares,
Name Exercisable ~ Unexercisable ~ Options (#) Price ($) Date # %) R;%vmg LZ?I UOn;LSe?r
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Vested (#) Rights That
Have Not
Vested (%)
7,500 15,000 - $ 404 09/30/13
Jerry Dukes 20,000 20,000 $ 2347 121315 - $ - $ -
CEO and President 9,600 $ 515  03/14/13
Scott Long 15,600 10,400 - $ 515 03/14/13 - $ - $ -
CFO and Executive 13,500 9,000 $ 404 09/30/13
VP 14,000 14,000 $ 2347 12/13/15
John R. Cobb 7,000 14,000 - $ 2347 12/13/15 - $ - $ -
Executive VP
Operations
N. Michael Stickel 7,000 14,000 - $ 2347 12/13/15 - $ - $ -
Executive VP Sales 800 $ 451 03/06/13
& Marketing
Keith Steinbruck - - $ - - - $ - $ -
VP, Technical
Director
OPTION EXERCISESAND STOCK VESTED
Option Awards Stock Awards
Number of Shares Number of Shares
Acquired Value Realized Acquired Value Realized on
Name on Exercise (#) on Exercise ($)(1) on Vesting (#) Vesting ($)(2)
29,400 $ 730,329 49,500 1,310,745
Jerry Dukes
CEO and President
Scott Long - $ - 35,500 334,880
CFO and Executive VP
John R. Cobb 78,500 $ 1,833,639 10,500 280,455
Executive VP Operations
N. Michael Stickel 95,200 $ 1,732,992 18,900 459,257
Executive VP Sades &
Marketing
Keith Steinbruck - $ - - -

VP, Technical Director

(1) Amounts reflect the difference between the exercise price of the stock option and the market price at the time of exercise.
(2) The value realized reflects the market value of the stock on the date that the restricted stock units vested.

None of our named executives participate in or have account balances in qualified or non-qualified defined benefit plans sponsored by

PENSION BENEFITS

us.
NONQUALIFIED DEFERRED COMPENSATION
Executive Contri- Registrant Contri- Aggregate
butionsin Last FY butionsin Last FY Aggregate Earnings Withdrawals/ Aggregate Balance
Name %) [E]ED) inLast FY ($) Distributions ($) at Last FYE ($)
Jerry Dukes $ 64,396 $ 16,086 $5,949 $ - $ 135,581
CEO and President
Scott Long $101,772 $8,926 $ 10,588 $ - $ 207,797
CFO and Executive
VP
John R. Cobb $5,035 $ 7,443 $2,231 $ - $ 31,773
Executive VP
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Operations

N. Michael Stickel $30,585
Executive VP Sales
& Marketing

Keith Steinbruck $47,847
VP, Technical
Director

$9,011

$439

$13,864

$ 4,366

$ 168,856

$78,268

D Amounts under this column are also reported as compensation to the named executive officersin the “ All Other
Compensation” column of the “ Summary Compensation Table.”
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Director Compensation

The compensation of our directors is reviewed and determined by our board on an annual basis with consideration
given to industry comparisons of directors compensation. Directors who are our employees do not receive
compensation for their services as directors.

Our directors are compensated pursuant to the PW Eagle Inc. Director Compensation Plan, which the board of
directors approved on May 26, 2006. In fiscal 2006, non-employee directors received an annual retainer of $24,
000, which was a pro-rated amount based on their May 26, 2006 election. The annual board retainer is $40,000 plus
expenses. Additionally, committee chairs receive an annua retainer of $7,000, except for the chair of the audit
committee, who receives an annual retainer of $10,000. In addition, such directors received $3,000 for each board
meeting attended and $2,000 for each committee meeting atended. Directors have elected to have al cash
compensation payable to them under the plan contributed to our deferred compensation plan, all of which isheld in
company common stock accounts.

All new non-employee directors receive an initial grant of options to purchase 15,000 shares of our common stock
on the day they become directors and receive annual grants of 5,000 options. All options have an exercise price
equal to the fair market value (closing price) of our common stock on the date of grant. The options all have aten-
year term. Theinitial option grants vest 25% immediately and then ratably on each of the first three anniversaries of
the grant date. The options will fully vest upon a change of control event, which would include the pending merger
with JM Manufacturing. The annual option grants are vested in full on the grant date.

Our bylaws instruct us to indemnify our directors and officers to the extent permitted by Minnesota Statutes, Section
302A.521, subject to the following: (i) we will not indemnify a director or officer with respect to a proceeding
brought against us or another director or officer unless such proceeding involves the enforcement of such person’s
indemnification rights under Minnesota Statutes, Section 302A.521, or (ii) if it has been finally determined by a
court, administrative agency or arbitration panel, that such indemnification or advancement of expensesis unlawful
or unenforceable.

FISCAL 2006 DIRECTOR COMPENSATION

Changein
Pension Value
and
Non-Equity Nonqualified
Fees Earned or Option Incentive Plan Deferred All Other
Paid in Cash Stock Awards Awards Compensation | Compensation | Compensation Tota
Name (6] ® ® @ ® Earnings ($) ® €]
Jerry A. N L . N
Dukes(3)
Zachary 88,200 $151,748 230,948
George
Todd
Goodwin 79,000 $151,748 230,748
ThomasR.
Hudson, Jr. 79,200 $151,748 230,948
Lee Meyer 80,000 $151,748 231,748
Stephen
Rathkopf 80,200 $151,748 231,948
Martin White 60,000 $151,748 211,748
@ Directors have elected to have all cash compensation payable to them under the plan contributed to our deferred
compensation plan, al of which isheld in company common stock accounts.
2 Represents the amount recognized for financial statement reporting purposes for the fiscal year ended December 31,

2006 in accordance with FAS 123(R) adjusted to eliminate the impact of a 4% forfeiture rate. The assumptions used to
determine the valuation of the awards are discussed in Management’s Discussion and Analysis of Financial Condition
and Results of Operations and in Note 13 to our consolidated financial statements, each included in the Company’s
Annual Report on Form 10-K filed with the Securities and Exchange Commission on March 14, 2007. Each of the
option awards reflected in this column vest 25% immediately and then ratably on each of the first three anniversaries of
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the grant date. The full grant date fair value of all of the awards to these directors, computed in accordance with FAS
123(R), is $1,738,476. As of December 31, 2006, each non-employee director had the following number of options
outstanding: Zachary George, 15,000; Todd Goodwin, 15,000; Thomas R. Hudson, Jr., 15,000; Lee Meyer, 15,000;
Stephen Rathkopf, 15,000; and Martin White, 15,000.

(©)] Jerry Dukes, our chief executive officer, does not receive additional compensation for participation on our board of
directors.

Compensation Committee Report

The compensation committee has reviewed and discussed the Compensation Discussion and Analysis set forth
above with our management and management has represented to the committee that the Compensation Discussion
and Analysis is accurate. Based on this review and discussion with management, the compensation committee
recommended to our board of directors that the Compensation Discussion and Analysis be included in our Annual
Report on Form 10-K/A for the fiscal year ended December 31, 2006.

Members of the compensation committee:
Thomas R. Hudson, Jr., Chair

Zachary R. George

Stephen M. Rathkopf

Compensation Committee Interlocks and Insider Participation

All members of our compensation committee during fiscal 2006 were independent directors, and none of them were
our employees or former employees. During fiscal 2006, none of our executive officers served on our compensation
committee or the board of directors of another entity whose executive officer(s) served on our compensation
committee or board.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERSAND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS

The following table sets forth information regarding ownership of PW Eagle's common stock as of April 13, 2007,
except as otherwise noted, by:

e each of those persons owning of record or known by PW Eagle to be the beneficial owner of more than 5%
of outstanding PW Eagle common stock,

e each of PW Eagle sdirectors,
e each of PW Eagle's executive officers, and
o al of PW Eagle s directors and executive officers as a group.

The number of shares of PW Eagle common stock outstanding on April 13, 2007, was 11,528,754. Except as noted,
all information with respect to beneficial ownership has been furnished by each director or executive officer or is
based on filings with the Securities and Exchange Commission. Unless otherwise indicated below, voting and
investment power of shares reported in thistable is not shared with others. Beneficial ownership of PW Eagle
common stock has been determined according to Rules 13d-3 and 13d-5 under the Securities Exchange Act of 1934,
which provide that a person is deemed to be the beneficial owner of shares of stock if the person, directly or
indirectly, has or shares the voting or investment power of that stock, or has, as of April 13, 2007, the right to
acquire ownership of the stock within 60 days.

Common Stock

Name (and Address of 5% Owners) or |dentity of Per cent of
Group Shares Class®
Pirate Capital LLC @ 3,419,268 29.7%

200 Connecticut Avenue
Norwalk, CT 06854
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Barclays Global Fund Investors, NA® 983,382 8.5%
45 Fremont Street, 17" Floor
San Francisco, CA 94105

Bear Sterns Asset Management Inc. 964,269 8.4%
383 Madison Avenue
New York, NY 10179

James Investment Research, Inc.®) 625,076 5.4%
1349 Fairgrounds Road
Xenia, OH 45385

John R. Cobb 7,000 *
1550 Valley River Drive
Eugene, OR 97401

N. Michael Stickel 14,613 *
1550 Valley River Drive
Eugene, OR 97401

Jerry A. Dukes 92,170 *
1550 Valley River Drive
Eugene, OR 97401

Scott Long 70,800 *
1550 Valley River Drive
Eugene, OR 97401

Keith Steinbruck 0 -
1550 Valley River Drive
Eugene, OR 97401

Martin White 3,750 *
18808 Campbell Road
Dallas, TX 75252

Thomas R. Hudson Jr.(2) 3,423,018 29.7%
200 Connecticut Avenue
Norwalk, CT 06854

Zachary R. George 3,750 *
200 Connecticut Avenue
Norwalk, CT 06854

Todd Goodwin 3,750 *
500 Captains Neck Lane
Southampton, NY 11968

LeeD. Meyer 3,750 *
208 Shawna Drive

Kearney, MO 64060

Stephen M. Rathkopf 3,750 *
2 Park Avenue
New York, NY 10016

All current directors and officersas a 3,626,351 31.5%
Group (11 persons)
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* Less than 1%

(1) Shares of common stock listed include the following shares issuable upon exercise of stock options that are
currently exercisable or will become exercisable within 60 days: 32,300 for Mr. Dukes, 48,300 for Mr. Long,
13,600 for Mr. Stickel, 7,000 for Mr. Cabb, 3,750 for Mr. George, 3,750 for Mr. Goodwin, 3,750 for Mr.
Hudson, 3,750 for Mr. Rathkopf, 3,750 for Mr. Meyer, 3,750 for Mr. White and 123,700 for all of the above

asagroup.

(2) Based on the Statement of Beneficial Ownership on Form 4 filed with the SEC, indicating sole voting power
and sole dispositive power with respect to the referenced shares of common stock, as filed on February 9,
2007. Asthe managing member of Pirate Capital, Thomas R. Hudson, Jr. (A) may be deemed to be the
beneficial owner of al shares of common stock beneficially owned by Pirate Capital and (B) is deemed to
have sole voting power and sole dispositive power with respect to all shares of common stock as to which
Pirate Capital has voting or dispositive power.

(3 Based on afiling made with the SEC reflecting ownership of common stock as of December 31, 2006, as filed
by Barclays Global Investors, NA on January 23, 2007. Thefiling indicates shared voting power and shared
dispositive power with affiliates of Barclays Global Investors, NA with respect to the referenced shares of

common stock.

(4) Based on afiling made with the SEC reflecting ownership of common stock as of December 31, 2006, as filed
by Bear Stearns Asset Management on February 9, 2007. The filing indicates shared voting power and shared
dispositive power with affiliates of Bear Stearns Asset Management with respect to the referenced shares of

common stock.

(5) Based on afiling made with the SEC reflecting ownership of common stock as of December 31, 2006, as filed
by James Investment Research Inc. on January 25, 2007.

Equity Compensation Plan | nformation

The following table provides information as of December 31, 2006 about the Company’'s equity

compensation plans:

NUMBER OF
SECURITIESTO BE
ISSUED UPON EXERCISE
OF OUTSTANDING
OPTIONS, WARRANTS

WEIGHTED AVERAGE
EXERCISE PRICE OF
OUTSTANDING
OPTIONS, WARRANTS

NUMBER OF SECURITIES
REMAINING AVAILABLE FOR
FUTURE ISSUANCE UNDER
EQUITY COMPENSATION
PLANS (EXCLUDING
SECURITIESREFLECTED IN

AND RIGHTS AND RIGHTS COLUMN (a)

@ (b) ©
Equity compensation 558,312 $21.39 374,309
plans approved by
security holders
Equity compensation 0 0 0
plans not approved by
security holders
TOTAL 558,312 $21.39 374,309
ITEM 13. CERTAIN RELATIONSHIPSAND RELATED TRANSACTIONSAND DIRECTOR

INDEPENDENCE

Certain Relationships and Related Transactions

The Securities and Exchange Commission has specific disclosure regquirements covering certain types of
transactions that we engage in with our directors, executive officers or other specified parties. With regard to
securities and exchange commission rules, we have not engaged in any transaction, or series of similar transactions,
or any currently proposed transaction, or series of similar transactions, to which we or any of our subsidiaries was or
is to be a party, in which the amount involved exceeds $120,000 and in which any of our directors, executive
officers, nominees for election as adirector, beneficial owners of more than 5% of our common stock or members of
their immediate family had, or will have, a director or indirect material interest. In addition, no officer, director or
beneficial owner of 10% of our common stock has been indebted to usin fiscal 2006.
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We recognize that transactions between us and any of our directors or executives can present potential or actual
conflicts of interest and create the appearance our decisions are based on considerations other than the best interests
of the Company and our shareholders. Therefore, as a general matter and in accordance with our Code of Ethics and
Business Conduct, it is our policy to avoid such transactions when they give rise to a conflict of interest. Pursuant
to our Code of Ethics and Business Conduct, any PW Eagle employee must have the prior written approval of our
Compliance Officer, Scott Long, or the audit committee of our board of directors prior to engaging in any
transaction on behalf of PW Eagle with family members or any organization with which the employee’s family
member is associated. Directors are obligated to bring any potentia conflict or situation that may give rise to the
appearance of a conflict to the attention of the audit committee.

Director Independence

Our board of directors has determined that Messrs. George, Hudson, Jr., Meyer, Rathkopf, White, and Goodwin
congtituting a majority of the Board, are independent directors in accordance with NASDAQ rules since none of
them are believed to have any relationships that, in the opinion of the Board, would interfere with the exercise of
independent judgment in carrying out the responsibilities of a director. Jerry Dukes is precluded from being
considered independent because he served as our Chief Executive Officer and President within the past three years.

ITEM 14. PRINCIPAL ACCOUNTING FEESAND SERVICES

The following fees were hilled by Grant Thornton LLP for the fiscal years 2006 and 2005:

FY 2006 FY 2005
Audit Fees $ 746,965 $ 306,361
Audit-Related Fees 62,479 35,388
Tax Fees — 4,441
All Other Fees — —
TOTALS $ 809,444 $ 346,190

Audit fees are for professional services rendered for the audit of the Company’s annual financia statements and
review of financia statements included in the Company’s 10-Q filings or services that are normally provided by the
Independent Registered Public Accounting Firm in connection with regulatory filings with the Securities and
Exchange Commission.

Audit-related fees are primarily for the assurance and related services performed by Grant Thornton LLP in 2006
and 2005 that are reasonably related to the performance of the audit or review of the Company’s financial
statements. For 2005 and 2006, this consists primarily of employee benefit plan audits, acquisition/disposition
transaction assistance and assistance related to the filing of aregistration statement in 2005.

Tax fees are services provided in connection with tax compliance, tax advice and tax planning. For 2005, the
Company utilized Grant Thornton LLP for tax consultation on various federal and state tax matters.

Pursuant to its written charter, the Audit Committee is responsible for pre-approving al audit and permitted non-
audit services to be performed for the Company by its Independent Registered Public Accounting Firm or any other
auditing or accounting firm.

During fiscal year 2006, the Audit Committee approved all audit and non-audit services provided to the Company
by the Company’s Independent Registered Public Accounting Firm prior to management engaging the Independent
Registered Public Accounting Firm for that purpose. The Committee's current practice is to consider for pre-
approval annually all audit and non-audit services proposed to be provided by the Independent Registered Public
Accounting Firm. In making its recommendation to appoint Grant Thornton LLP as the Company’s Independent
Registered Public Accounting Firm, the Audit Committee has considered whether the provision of the non-audit
services rendered by Grant Thornton LLP is compatible with maintaining that firm's independence and has
determined that such services are compatible with maintaining Grant Thornton LL P’ s independence.

ITEM 15. EXHIBITSAND FINANCIAL STATEMENT SCHEDULES
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(@)

3.

Exhibits

See Exhibit Index on page following signatures.
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PART IV

SIGNATURES

Pursuant to the Requirements of Section 13 of 15(d) of the Securities Exchange Act of 1934, the registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

PW EAGLE, INC.

Dated: April 30, 2007 By:_/g/ Jerry A. Dukes

Jerry A. Dukes, President
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Number

EXHIBIT INDEX

Description**

21

22

31

3.2

3.3

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

Merger Agreement, dated September 30, 2005, among the Registrant, Poly Merger, LLC and USPoly Company.
(Incorporated by reference to the Registrant’s Form 8-K filed October 6, 2005.)

Agreement and Plan of Merger, dated January 15, 2007, by and among the Company, Pipe Dream Acquisition,
Inc. and M Manufacturing Company, Inc. (Incorporated by reference to Exhibit 2.1 to the Registrant’s Form
8-K filed January 15, 2007)

Restated Articles of Incorporation of the Registrant (as corrected by Articles of Correction filed February 6,
2007).%**

Amended and Restated Bylaws of the Registrant (Incorporated by reference to Exhibit 3.1 to the Registrant’s
Form 8-K filed January 15, 2007).

Statement of designation of shares of Registrant dated May 8, 1997 (Incorporated by reference to Exhibit 10.1 to
Registrant’s Form 8-K dated May 19,1997).

Form of Restricted Stock Agreement between the Registrant and certain officers of the Registrant. (Incorporated
by reference to Exhibit 10.5 to the Registrant’s Form 8-K dated September 20, 1999.)*

Employment Agreement dated September 16, 1999 between the Registrant and Keith H. Steinbruck.
(Incorporated by reference to Exhibit 10.9 to the Registrant’ s Form 8-K dated September 20, 1999.)*

Employment Agreement dated September 16, 1999 between the Registrant and John R. Cobb. (Incorporated by
reference to Exhibit 10.11 to the Registrant’s Form 8-K dated September 20, 1999.)*

Employment Agreement dated September 16, 1999 between the Registrant and Neil R. Chinn. (Incorporated by
reference to Exhibit 10.12 to the Registrant’s Form 8-K dated September 20, 1999.)*

Registrant’s 1991 stock plan (Incorporated by reference to Exhibit 10.22 to the Registrant’s Form 10-K for the
year ended December 31, 1992.)*

Registrant’s 1997 Stock Option Plan (Incorporated by reference to Exhibit 10.14 to the Registrant’s Form 10-K
for the year ended December 31, 1996.)*

Amendment to the Employment Agreement executed September 16, 1999 between Keith H. Steinbruck and the
Registrant effective as of December 15, 1999 (Incorporated by reference to Exhibit 10.20 to the Registrant’s
Form 10-K for the year ended December 31, 1999).*

Amendment to the Employment Agreement executed September 16, 1999 between Neil R. Chinn and the
Registrant effective as of December 15, 1999 (Incorporated by reference to Exhibit 10.22 to the Registrant’s
Form 10-K for the year ended December 31, 1999).*

Amendment to the Employment Agreement executed September 16, 1999 between John R. Cobb and the
Registrant effective as of December 15, 1999 (Incorporated by reference to Exhibit 10.23 to the Registrant’s
Form 10-K for the year ended December 31, 1999).*

Employment Agreement effective February 12, 2001 between the Registrant and N. Michael Stickel
(Incorporated by reference to Exhibit 10.1 to Registrant’s Form 10-Q for the quarter ended June 30, 2001).*

Form of Restricted Stock Agreement between the Registrant and N. Michael Stickel (Incorporated by reference
to Exhibit 10.2 to Registrant’s Form 10-Q for the quarter ended June 30, 2001).*

Second Amendment to the Employment Agreement executed September 16, 1999 between the Registrant and
John R. Cabb, Senior Vice President-Operations (Incorporated by reference to Exhibit 10.5 to Registrant’s Form
10-Q for the quarter ended September 30, 2001).*

Second Amendment to the Employment Agreement executed September 16, 1999 between the Registrant and
Keith H. Steinbruck, Vice President Technical Director (Incorporated by reference to Exhibit 10.6 to
Registrant’s Form 10-Q for the quarter ended September 30, 2001).*

Second Amendment to the Employment Agreement executed September 16, 1999 between the Registrant, and
Neil R. Chinn, Vice President of Human Resources (Incorporated by reference to Exhibit 10.7 to Registrant’s
Form 10-Q for the quarter ended September 30, 2001).*

Lease Agreement, dated as of February 28, 2002, between PWE (MULTI) QRS 14-85, Inc., as Landlord, and the
Registrant, as Tenant. (Incorporated by reference to Exhibit 10.1 to Registrant’s Form 8-K filed March 19,
2002.)
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Number

Description**

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26

10.27
10.28
10.29

10.30

10.31

10.32

10.33

10.34

Warrant Agreement to purchase 120,000 shares of stock issued to Corporate Property Associates 14 Incorporated
dated February 28, 2002. (Incorporated by reference to Exhibit 10.3 to Registrant’s Form 10-Q for the quarter
ended March 31, 2002.)

First Amendment to L ease Agreement, dated June 7, 2002 by and between PWE (MULTI) QRS 12-85 Inc., and
the Registrant. (Incorporated by reference to Exhibit 10.3 to Registrant’s Form 10-Q for the quarter ended June
30, 2002.)

Second Amendment to Lease Agreement, dated March 10, 2003 by and between PWE (MULTI) QRS 14-85 Inc.
and the Registrant. (Incorporated by reference to Exhibit 10.1 to Registrant’s Form 10-Q for the quarter ended
March 31, 2003.)

Lease Agreement, dated as of March 26, 2004 between 406 22nd, LL C, a Minnesota limited liability company,
and Damaras Hoppenspirger as landlord, and the Registrant as tenant. (Incorporated by reference to Exhibit 10.1
to the Registrant’s Form 10-Q for the quarter ended March 31, 2004.)

Management Service Agreement between Spell Capital Partners, LLC and the Registrant dated January 1, 2004.
(Incorporated by reference to Exhibit 10.4 to the Registrant’s Form 10-Q for the quarter ended March 31, 2004.)

Landlord Covenant Waiver dated March 30, 2004, by and between PWE (MULTI) QRS 14-85 Inc. and the
Registrant dated March 30, 2004. (Incorporated by reference to Exhibit 10.5 to the Registrant’s Form 10-Q for
the quarter ended March 31, 2004.)

Lease Agreement dated April 1, 2004 between Continental Properties, LLC a Minnesota limited liability
company and PW Poly, Inc. as tenant. (Incorporated by reference to Exhibit 10.7 to the Registrant’s Form 10-Q
for the quarter ended June 30, 2004.)

Lease Agreement dated April 1, 2004 between Continental Properties, LLC and PW Poly, Inc. as tenant.
(Incorporated by reference to Exhibit 10.8 to the Registrant’s Form 10-Q for the quarter ended June 30, 2004.)

Contribution and Membership Interest Purchase Agreement dated September 1, 2004 among Uponor Aldyl
Company, Inc., Uponor North American, Inc., Uponor Aldyl Holding Company, LLC and PW Poly Corp.
(Incorporated by reference to Exhibit 10.9 to the Registrant’ s Form 10-Q for the quarter ended September 30,
2004.)

L ease dated September 27, 2004 between Uponor Aldyl Company, Inc. as Landlord and PW Poly Corp. as
Tenant. (Incorporated by reference to Exhibit 10.11 to the Registrant’ s Form 10-Q for the quarter ended
September 30, 2004.)

Third Amendment to L ease Agreement dated October 25, 2004 between PWE (MULTI) QRS 14-85 INC, and
the Registrant. (Incorporated by reference to Exhibit 10.56 to the Registrant’s Form 10-K for the year ended
December 31, 2004.)

PW Eagle Top-Hat Plan (Restated January 1, 2005).***
PW Eagle Top-Hat Plan Amendment No. 1, dated January 25, 2007.***

Amended and Restated PV C Resin Supply Agreement dated February 1, 2005. (Incorporated by reference to
Exhibit 10.1 to the Registrant’s Form 10-Q for the quarter ended March 31, 2005.)

First Amendment to Senior Subordinated Note Purchase Agreement and Junior Subordinated Note Purchase
Agreement between the Registrant and Churchill Capital Partners1V, L.P., dated March 15, 2005. (Incorporated
by reference to Exhibit 10.3 to the Registrant’ s Form 10-Q for the quarter ended March 31, 2005.)

First Amendment to Credit and Security Agreement and Waiver of Defaults between USPoly Company and
Wells Fargo Business Credit, Inc., dated March 10, 2005. (Incorporated by reference to Exhibit 10.4 to the
Registrant’s Form 10-Q for the quarter ended March 31, 2005.)

First Amendment to Subordination Agreement between Wells Fargo Business Credit, Inc., Medallion Capital,
Inc., USPoly Company, and Spell Capital Partners, dated March 10, 2005. (Incorporated by reference to Exhibit
10.5 to the Registrant’s Form 10-Q for the quarter ended March 31, 2005.)

Warrant issued to Adizes USA, dated September 30, 2005. (Incorporated by reference to Exhibit 10.1 to the
Registrant’s Form 10-Q for the quarter ended September 30, 2005.)

Second Amendment to Fourth Amended and Restated L oan and Security Agreement and First Amendment to
Subordination Agreement, dated September 30, 2005, among the Company, Bank of America, N.A. and
Churchill Capital Partners 1V, L.P. (Incorporated by reference to Exhibit 10.2 to the Registrant’s Form 10-Q for
the quarter ended September 30, 2005.)
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Number

Description**

10.35

10.36

10.37

10.38

10.39

10.40

10.41

10.42

10.43
10.44

21
231

232

24
311
31.2

32.1
32.2

Common Stock and Warrant Purchase Agreement, dated December 5, 2005 (Incorporated by referenceto
Exhibit 10.1 to the Registrant’s Form 8-K filed December 9, 2005).

Fifth Amended and Restated Loan and Security Agreement, dated May 3, 2006 between the Company and Fleet
Capital Corporation.***

Agreement, dated April 21, 2006, by and among the Company, Pirate Capital LLC, and Jolly Roger Fund LP,
Jolly Roger Offshore Fund LTD, and Jolly Roger Activist Portfolio Company LTD (Incorporated by reference to
Exhibit 10.1 to the Registrant’s Form 8-K filed April 26, 2006).

Agreement, dated April 21, 2006, by and between the Company and Caxton International Limited (Incorporated
1to Exhibit 10.1 to the Registrant’s Form 8-K filed April 26, 2006).

Fifth Amended Loan and Security Agreement, dated April 27, 2006, between the Company, USPoly Company
and Bank of America, National Association (Incorporated by reference to Exhibit 10.1 to the Registrant’s Form
8-K filed May 2, 2006).

PW Eagle, Inc. Director Compensation Plan* (Incorporated by reference to Exhibit 10.1 to the Registrant’s Form
ay 31, 2006.

Form of Change in Control Agreement between the Company and certain of its executive officers* (Incorporated
1to Exhibit 10.1 to the Registrant’s Form 8-K filed November 21, 2006).

PW Eagle, Inc. Retention Bonus Plan* (Incorporated by reference to Exhibit 10.2 to the Registrant’s Form 8-K
ber 21, 2006).

2006 PWEagle Performance Bonus Plan****

2007 PWEagle Performance Bonus Plan* ***
List of Subsidiaries of the Registrant: USPoly Company, LLC (State of Organization: Minnesota).
Consent of Grant Thornton LLP, Independent Registered Public Accounting Firm.***

Consent of PricewaterhouseCoopers LLP, Independent Registered Public Accounting Firm.***

Power of Attorney from certain directors and officers — see “ Signatures’ on signature page of this Form 10-K.
Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.x***

Certification of Chief Financial Officer and Treasurer pursuant to Section 302 of the Sarbanes-Oxley Act of
2002.%***

Certification of Chief Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.%***

Certification of Chief Financial Officer and Treasurer pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.%***

* k%

*k k%

Compensatory plan or arrangement

SEC File No. 0-18050 unless otherwise indicated

Previously filed with the Form 10-K on March 14, 2007
Filed herewith
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Exhibit 31.1

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, Jerry A. Dukes, President, certify that:

1
2.

| have reviewed this report on Form 10-K/A of PW Eagle, Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financia statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as
of, and for, the periods presented in this report;

The registrant’s other certifying officer and | are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(¢e)) and internal control over
financial reporting (as defined in Exchange Act Rule 13a-15(f) and 15d-15(f)) for the registrant and we have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls
and procedures to be designed under our supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal
control over financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statementsfor external
purposes in accordance with generally accepted accounting principles;

(© Evaluated the effectiveness of the registrant’ s disclosure controls and procedures
and presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in thisreport any change in the registrant’s internal control over financial
reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’ s fourth fiscal
guarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’ s internal control over financial reporting; and

5. Theregistrant’s other certifying officers and | have disclosed, based on our most recent evaluation of internal

control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’ s board of
directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of
internal control over financia reporting which are reasonably likely to adversely affect the registrant’s
ability to record, process, summarize and report financia information; and

(b) Any fraud, whether or not material, that involves management or other employees
who have a significant role in the registrant’ s internal control over financia reporting.

Dated: April 30, 2007

Signature: /s/  Jerry A. Dukes
Jerry A. Dukes
President
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Exhibit 31.2

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Scott M. Long, Chief Financial Officer, certify that:

1
2.

| have reviewed this report on Form 10-K/A of PW Eagle, Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
meaterial fact necessary to make the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financia statements, and other financia information included in this report, fairly
present in all materia respects the financial condition, results of operations and cash flows of the registrant as
of, and for, the periods presented in this report;

Theregistrant’s other certifying officer and | are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(€)) and internal control over
financial reporting (as defined in Exchange Act Rule 13a-15(f) and 15d-15(f)) for the registrant and we have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls
and procedures to be designed under our supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal
control over financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

(© Evaluated the effectiveness of the registrant’s disclosure controls and procedures
and presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in thisreport any change in the registrant’s internal control over financial
reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal
guarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’ s internal control over financial reporting; and

5. Theregistrant’s other certifying officers and | have disclosed, based on our most recent evaluation of internal

control over financia reporting, to the registrant’s auditors and the audit committee of the registrant’s board of
directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of
internal control over financial reporting which are reasonably likely to adversely affect the registrant’s
ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees
who have a significant role in the registrant’ s internal control over financial reporting.

Dated: April 30, 2007

Signature: /s/  Scott M. Long
Scott M. Long
Chief Financial Officer

-32-



Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
ASADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of PW Eagle, Inc. (the “Company”) on Form 10-K/A for the year ended
December 31, 2006 as filed with the Securities and Exchange Commission (the “Report”), |, Jerry A. Dukes,
President of the Company, certify, pursuant to 18 U.S.C. §1350, as adopted pursuant to 8906 of the Sarbanes-Oxley
Act of 2002, that:

(@D} The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934; and

2 Theinformation contained in the Report fairly presents, in all material respects, the financial

condition and results of operations of the Company.

Dated: April 30, 2007

/s Jerry A. Dukes
Jerry A. Dukes
President
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Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
ASADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of PW Eagle, Inc. (the “Company”) on Form 10-K/A for the year ended
December 31, 2006 as filed with the Securities and Exchange Commission (the “Report”), I, Scott M. Long, Chief
Financial Officer of the Company, certify, pursuant to 18 U.S.C. §1350, as adopted pursuant to 8906 of the
Sarbanes-Oxley Act of 2002, that:

Q) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934; and

2 Theinformation contained in the Report fairly presents, in all materia respects, the financial
condition and results of operations of the Company.

Dated: April 30, 2007

/s Scott M. Long
Scott M. Long
Chief Financia Officer

4177557_4.D0OC
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