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DOCUMENTS INCORPORATED BY REFERENCE
 

Portions of the registrant's definitive proxy statement for its  2026 annual meeting of stockholders, which will be filed with the Securities and Exchange
Commission within 120 days after January 31, 2026, are incorporated by reference in Part III of this Annual Report on Form 10-K.
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PART I
 
Cautionary Statements Regarding Forward Looking Information
 
Certain statements contained in this Annual Report on Form 10-K, which can be identified by the use of forward-looking terminology such as "may," "will,"
"expect," "continue," "remains," "intend," "aim," "should," "prospects," "could," "future," "potential," "believes," "plans," "likely," and "probable," or the
negative thereof or other variations thereon or comparable terminology, constitute "forward-looking statements," within the meaning of Section 27A of the
Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended ("Exchange Act"), and are subject to the safe harbors
created thereby. These statements should be considered as subject to the many risks and uncertainties that exist in the Company's operations and business
environment. Such risks and uncertainties could cause actual results to differ materially from those projected as a result of many factors, including, but not
limited to, the following:
 
Market Condition Risks
 
  • fluctuations in the price of oil and natural gas and its impact on customer order volume for the Company's products;
  • the Company’s ability to purchase raw materials at favorable prices and to maintain beneficial relationships with its suppliers, which could result in a

shortage of supply, or increased pricing;
  • decreases in government spending on projects using the Company’s products, and challenges to the Company’s customers’ liquidity and access to

capital funds;   
 
Financial Risks
 
  • the Company’s ability to maintain compliance with debt covenants, repay its debt and renew or replace expiring credit facilities;
  • the Company's ability to maintain sustained levels of profitability or positive cash flows in the future;
  • the Company’s ability to effectively execute its strategic plan and achieve sustained profitability and positive cash flows;
  • the Company's ability to collect on long-term accounts receivable;               
  • the Company's ability to interpret and adapt to changes in tax regulations and legislation; 
  • the Company’s ability to use its net operating loss carryforwards;                   
  • the Company's inability to establish and maintain effective internal control over financial reporting;               
  • changes in estimates which could result in a reduction or elimination of previously recorded revenues and profit in connection with "over time"

revenue recognition;
 
Business Condition Risks
 
  • the timing of order receipt, execution, delivery and acceptance for the Company’s products;               
  • the Company’s ability to successfully negotiate progress-billing arrangements on its large-scale contracts;             
  • aggressive pricing by existing competitors and the entrance of new competitors in the markets in which the Company operates;
  • the Company’s ability to manufacture products free of latent defects and to recover costs from suppliers who provide defective materials;             
  • reductions or cancellations of orders included in the Company’s backlog;           
  • risks and uncertainties specific to the Company's international business operations, including geopolitical risks and tensions involving Iran;
 
General Risks
 
  • the Company’s ability to attract and retain senior management and key personnel;
  • the Company’s ability to achieve the expected benefits of its growth initiatives; and
  • the impact of cybersecurity threats on the Company’s information technology systems.
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ITEM 1. BUSINESS
 
Perma-Pipe International Holdings, Inc., collectively with its subsidiaries ("PPIH", the  "Company", "we", "our" or the "Registrant"), is engaged in the
manufacture and sale of products in one reportable segment: Piping Systems. The Company was incorporated in Delaware on October 12, 1993. The
Company's common stock is traded on the Nasdaq Global Market and reported under the ticker symbol "PPIH". The Company's fiscal year ends on January 31.
Years, results  and balances described as 2026,  2025  and  2024  are for the fiscal year ending January 31,  2027  and the fiscal years  ended January
31, 2026 and 2025, respectively.
 
PRODUCTS AND SERVICES
 
The Company engineers, designs, manufactures and sells specialty piping systems and leak detection systems. Specialty piping systems include: (i) insulated
and jacketed district heating and cooling piping systems for efficient energy distribution from central energy plants to multiple locations, (ii) primary and
secondary containment piping systems for transporting chemicals, hazardous fluids and petroleum products, (iii) the coating and/or insulation of oil and gas
gathering and transmission pipelines, and (iv) liquid and powder based anti-corrosion coatings applied both to the external and internal surfaces of steel pipe,
including shapes such as bends, reducers, tees, and other spools/fittings used in pipelines for the transportation of oil and gas products and potable water. The
Company's leak detection systems are sold with its piping systems or on a stand-alone basis to monitor areas where fluid intrusion may contaminate the
environment, endanger personal safety, cause a fire hazard, impair essential services or damage equipment or property.
 
The Company frequently engineers and custom fabricates to job site dimensions and incorporates provisions for thermal expansion due to cycling
temperatures. Most of the Company's piping systems are produced for underground installations and, therefore, require trenching, which is the responsibility of
the general contractor, and completed by unaffiliated installation contractors.
 
The Company’s piping systems are typically sold as a part of  discrete projects, and customer demand can vary by reporting period. See "Management's
Discussion and Analysis of Financial Condition and Results of Operations."
 
Operating Facilities. The Company operates its business from the following locations:
 

Perma-Pipe, Inc. Perma-Pipe Middle East FZC
Rolling Meadows, IL Fujairah, United Arab Emirates

New Iberia, LA Perma-Pipe Saudi Arabia, LLC
Lebanon, TN Dammam, Kingdom of Saudi Arabia

Perma-Pipe Canada, Ltd. Perma-Pipe Arabia Contracting, LLC
Camrose, Alberta, Canada Dammam, Kingdom of Saudi Arabia

Vars, Ontario, Canada Perma-Pipe Gulf Arabia, LLC
Perma-Pipe Egypt for Metal Fabrication and Insulation Industries

(Perma-Pipe Egypt) S.A.E. Dammam, Kingdom of Saudi Arabia

Cairo, Egypt Riyadh, Kingdom of Saudi Arabia
Perma-Pipe India Pvt. Ltd Medina, Kingdom of Saudi Arabia

Gandhidham, India Perma-Pipe QA Factory, LLC
Perma-Pipe Middle East LLC Doha, Qatar

Abu Dhabi, United Arab Emirates  
 

Customers and sales channels. The Company's customer base is industrially and geographically diverse. In the United States, the Company employs inside
and outside sales managers who use and assist a network of independent manufacturers' representatives, none of whom sell products that are competitive with
the Company's piping systems. The Company employs a direct sales force to market and sell products and services in Canada, India, Egypt, and across several
countries in the Middle East. On a country-by-country basis, and where advantageous, the Company uses an agent network to assist in marketing and selling
the Company's products and services.
 
As of January 31, 2026, one customer accounted for approximately 23% of the Company’s total accounts receivable. For the year ended January 31, 2026, this
same customer represented approximately 12% of total net sales. As of January 31, 2025, and for the year then ended, no single customer accounted for more
than 10% of total accounts receivable or net sales. The Company monitors the creditworthiness of this customer on an ongoing basis. As of January 31, 2026,
no allowance for credit losses was deemed necessary as the Company expects to collect the full carrying value of the outstanding balance.
 
Backlog. The Company’s backlog on January 31, 2026 was $121.6 million, compared to $138.1 million on January 31, 2025, most of which is expected to be
completed within the year ending January 31, 2027. The decrease in backlog is primarily attributable to converting existing sales orders into revenue and the
timing of new awards. The Company defines backlog as the expected value of total revenue resulting from confirmed customer purchase orders that have not
yet been recognized as revenue. However, by industry practice, orders may be canceled or modified at any time. In the event of a cancellation, the customer is
normally responsible for all finished goods produced or shipped, all direct and indirect costs incurred, and also for a reasonable allowance for anticipated
profits. No assurance can be given that these amounts will be recovered after cancellation. Any cancellation or delay in orders may result in lower than
expected revenues from the Company's reported backlog. Additionally, as a result of the Company's contracts having a duration of less than one year, a
practical expedient was applied regarding disclosure of the aggregate amount and future timing of performance obligations that are unsatisfied or partially
satisfied as of the end of the reporting period. 
 
Intellectual property. The Company owns various patents covering its piping and electronic leak detection systems, as well as for some of the features of its
sensor cables. These patents are not material to the Company either individually or in the aggregate because the Company believes its sales would not be
materially reduced if patent protection was not available. The Company owns numerous trademarks connected with its piping and leak detection systems
throughout the world. 
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Suppliers. The basic raw materials used in production are pipes and tubes made of carbon steel, steel alloys, copper, ductile iron, or polymers and various
chemicals such as polyols, isocyanate, urethane resin, polyethylene, and fiberglass, which are mostly purchased in bulk quantities. The Company believes there
are currently adequate supplies and sources of availability of these raw materials needed.
 
The sensor cables used in the Company's leak detection and location systems are manufactured to the Company's specifications by companies regularly
engaged in manufacturing such cables. The Company assembles the monitoring component of its leak detection and location systems from components
purchased from many sources.
 
The Company continues to experience fluctuations in the cost and availability of raw materials due to volatile economic conditions, supply chain disruptions,
tariff uncertainties, and transportation delays. To mitigate these impacts, the Company has implemented several strategies, including actively
seeking alternative suppliers and planning for material purchases further in advance to ensure the Company has materials when needed. The Company also
adjusts its pricing to customers to offset the impacts of the raw material price increases. These impacts are expected to continue throughout 2026, and the
resulting future disruptions to the Company’s operations are uncertain.
 
Competition. The piping systems market is highly competitive. The Company believes that quality, service, engineering design capabilities and support, a
comprehensive product line, timely execution, plant location and price are key competitive factors in the industry. The Company also believes it has a more
comprehensive product line than any competitor. 
 
Research and Development. The Company's research and development efforts primarily focus on activities and development to meet product specifications
mandated by its customers and the industry.  
 
Environmental impacts. The Company provides insulated pipe for district energy systems. A district energy system is a highly efficient way to provide heating
or cooling to buildings. A central plant produces steam or chilled water that flows through insulated pipes to buildings. The goal of a district energy system is to
centralize production to deliver energy efficiency, reduce operating costs, and use less equipment compared to individual buildings with their own boilers and
chillers.  In addition, district heating and cooling plants can provide better pollution control than localized boilers and cooling equipment.
 
HUMAN CAPITAL
 
As of January 31, 2026, we employed a total of 909 individuals, of whom 222 were located in the United States and 687 were located internationally. Within
the United States, 97 employees are  represented by labor unions and are covered under two  collective bargaining  agreements, which expire  on April 30,
2027 and April 30, 2028, respectively.
 
We believe that our human capital, including our ability to attract, develop, and retain skilled personnel, is critical to the success of our operations. We consider
our relationships with our employees to be constructive and stable, and we have not experienced any material work stoppages to date.
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INFORMATION ABOUT OUR EXECUTIVE OFFICERS
 
The following table sets forth information regarding the executive officers of the Company as of April 16, 2026:
 
    Executive officer of the
Name Offices and Positions; Age Company since
Saleh N. Sagr President, Chief Executive Officer, and Director; Age 56 2025
     
Matthew E. Lewicki Vice President and Chief Financial Officer; Age 43 2023

 
Saleh Sagr: Appointed President of PERMA-PIPE as of March 31, 2025, and CEO on June 7, 2025; he further expanded his leadership mandate with an
appointment to the Board of Directors in April 2026. Mr. Sagr was formerly Senior Vice President, Middle East North Africa (MENA), as of July 2021, where
he had  overall responsibility for MENA region expansion and the area’s continued business and financial growth. Mr. Sagr was formerly Vice President,
MENA since May 2019, where he was responsible for facilities in Fujairah – UAE, Dammam – Saudi Arabia, Gujarat – India, and Beni Suef – Egypt. Before
joining PERMA-PIPE, Mr. Sagr served as General Manager for Global Anti Corrosion Techniques in Saudi Arabia, a Saudi pipeline coating company he co-
founded in 2005. Mr. Sagr has gained extensive knowledge and experience in strategic planning, business development, startups, and turnarounds during the
last 32  years, specifically in the Middle East. Previously, he was based in Edinburgh, the United Kingdom, where he held several significant positions,
including engineering, startups, and operations management for Bredero Shaw, the world’s largest provider of protective coatings for the oil & gas pipeline
industry from October 1995 to February 2005. His projects took him to the United Kingdom, Russia, Nigeria, Saudi Arabia, and other international locations.
 
Matthew E. Lewicki: Vice President and CFO since October 2023 and previously served as Chief Accounting Officer from May 2023 to October 2023. From
2019  to 2023, Mr. Lewicki  served as Corporate Controller  of HMT Holdings Corp, Inc.,  a  global oil and gas manufacturing and infrastructure services
company, consisting of the manufacturing of  above-ground storage tanks and associated materials, oilfield maintenance and repair services, and inspection
services. In this position, Mr. Lewicki was responsible for the consolidated financial affairs of the worldwide organization, including financial strategy, mergers
and acquisitions, and treasury management. From 2013  to 2019, Mr. Lewicki  served as Senior Manager of Financial Planning and Reporting for Quanta
Services, Inc., a Fortune 300  electric, oil and gas, and telecommunications infrastructure services company. In this role, Mr. Lewicki was responsible for
overseeing financial reporting and SEC compliance, and financial planning and analysis, which consisted of strategic planning, budgeting, forecasting, mergers
and acquisition integration, and investment strategy. He began his career in public accounting at Deloitte and is a Certified Public Accountant in the State of
Texas.
 
AVAILABLE INFORMATION
 
The Company files with, and furnishes to, the Securities and Exchange Commission ("SEC") reports, including annual meeting materials, annual reports on
Form 10-K, quarterly reports on Form 10-Q, and current reports on Form 8-K, as well as amendments thereto. The Company maintains a website,
www.permapipe.com, where these reports and related materials are available free of charge as soon as reasonably practicable after the Company electronically
files with, or furnishes such material  to, the SEC. The information on the Company's website is not part of this Annual Report on Form 10-K and is not
incorporated into this or any other filings by the Company with the SEC.
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ITEM 1A. RISK FACTORS
 
The Company's business, financial condition, results of operations and cash flows are subject to various risks, including, but not limited to, those set forth
below, which could cause actual results to vary materially from recent results or from anticipated future results. These risk factors should be considered
together with information included elsewhere in this Annual Report on Form 10-K.
 
Market Condition Risks
 
The Company's operations and earnings may be significantly affected by changes in oil and gas prices. Oil and gas prices depend on local, regional, and
global events or conditions that affect supply and demand. Any material decline in oil or gas prices could have a material adverse effect on the demand for the
Company's products, its operations and financial condition.  
 
The Company may be unable to purchase raw materials at favorable prices, or maintain beneficial relationships with its suppliers, which could result in a
shortage of supply, or increased pricing . There can be no assurance regarding the availability of supply for key components of the Company's products. The
lack of supply of these components could result in an adverse effect on the financial condition of the Company. The steel industry in particular is highly
cyclical in nature, and at times, pricing can be highly volatile due to a number of factors beyond the Company's control. The Company utilizes escalation
clauses and bid expiration dates to mitigate the impact of this volatility on its earnings. This volatility may negatively impact market conditions thus reducing
project activity and the Company's results of operations. If the United States or other countries in which the Company operates impose tariffs on imports of raw
materials, including steel, used in the Company's operations, this could have an adverse impact on the Company's business.
 
The Company regularly updates its quoting system for the movements in raw material prices and seeks to recover price differentials through increases in the
selling price of the Company's products; however, the Company may not always be successful, and any increase in raw material prices that is not offset by an
increase in the Company's prices that is accepted by customers could have an adverse effect on the Company's business, results of operations, financial position
and cash flows. In addition, if the Company is unable to acquire timely raw material supplies, it may need to decline opportunities, which could also have an
adverse effect on the Company's business, results of operations, financial position and cash flows.
 
Due to volatile economic conditions, supply chain disruptions, tariff uncertainties, and transportation delays, the Company has experienced, and may in the
future experience, delays and increased prices for raw materials used in its production processes. To mitigate these impacts, the Company has implemented
several strategies, including  purchasing larger volumes  from existing suppliers to reduce near- and medium-term supply risk, actively seeking  alternative
suppliers, and planning material purchases further in advance to ensure availability when needed. The Company also adjusts its pricing to customers to offset
the impacts of the raw material price increases. The Company is unable to predict the duration of the current inflationary environment, raw material supply
shortages and transportation delays, and the resulting future disruptions to the Company’s operations are uncertain.
 
Decreases in government spending on projects using the Company’s products, and challenges to the Company’s customers’ liquidity and availability of
capital funds, may adversely impact demand for the Company’s products. Decreases in government spending on projects using the Company's products can
have a negative impact on the Company's sales volumes.  Uncertainty about economic market conditions poses risks that the Company's customers may
postpone spending for capital improvement and maintenance projects in response to tighter credit markets or negative financial news, which could have a
material adverse effect on the demand for the Company's products.
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Financial Risks
 
The Company may be unable to maintain compliance with existing debt covenants, repay its debt or renew its expiring international credit facilities. There
is a risk that the Company may not be able to remain in compliance with covenants in connection with its credit agreements. If there were an event of default
under the Company's current credit facilities, the lenders could cause all amounts outstanding with respect to that debt to be due and payable immediately. The
Company cannot assure that its cash flow will be sufficient to fully repay amounts due under any of the financing arrangements, if accelerated upon an event of
default, or, that the Company would be able to repay, refinance or restructure the payments under any such arrangements. Complying with the covenants under
the Company's domestic and/or foreign credit facilities may limit management's discretion by restricting options such as:

 
  • incurring additional debt;
  • entering into transactions with affiliates;
  • making investments or other restricted payments;
  • paying dividends, capital returns, intercompany obligations and other forms of repatriation; and
  • creating liens.

 
The Company has approximately $5.5 million of borrowings under foreign revolving lines of credit that are scheduled to mature in the year ending January
31, 2027. Credit arrangements used by the Company’s Middle Eastern subsidiaries are typically renewed on an annual basis. In addition, the Company has
obtained project-specific financing in the Middle East, with $0.2 million of borrowings under such arrangements becoming due in the year ending January
31, 2027. While the Company expects to renew its Middle Eastern credit arrangements and maintain access to project financing, there can be no assurance that
such arrangements will be renewed on similar terms or amounts, or that project-specific financing will be available for future projects. For additional
information regarding the Company’s foreign debt, refer to Note 5 – Debt

Any replacement credit arrangements outside of the United States may further limit the Company’s ability to repatriate funds from abroad. Repatriation of
funds from certain countries may become limited based upon regulatory restrictions or unfeasible economically because of the taxation of funds when moved to
another subsidiary or to the parent company. In addition, any refinancing, replacement or additional financing the Company may obtain could contain similar or
more restrictive covenants than those currently applicable to the Company. The Company’s ability to comply with any covenants may be adversely affected by
general economic conditions, political decisions, industry conditions and other events beyond management’s control.
 
The Company may be unable to maintain sustained levels of profitability or positive cash flows in the future. There is no guarantee that the Company will be
able to maintain profitability or positive cash flows in the future. The Company’s inability to successfully maintain profitability and positive cash flows may
result in it experiencing a serious liquidity deficiency resulting in material adverse consequences that could threaten its viability.
 
The Company extended credit to a customer for a project in the Middle East in 2013 and, if the Company is unable to collect this outstanding balance, its
future profitability could be adversely impacted. One of the Company’s accounts receivable, totaling $1.2 million and $1.8 million as of January 31, 2026 and
2025, respectively, has been outstanding for several years. As of January 31, 2026, the entire balance represents a retention asset payable upon the
commissioning of the system. Due to the long-term nature of the receivable, $1.2  million was included in other long-term assets as of both January 31,
2026  and 2025. The Company completed all deliverables under the related contract in 2015; however, the system has not yet been commissioned by the
customer, as additional activities must be completed prior to overall system completion and commissioning. The Company continues to actively engage in
collection efforts to ensure full payment of the outstanding balance. At various times throughout 2024 and 2025, the Company received partial payments of
$0.4 million and $0.6 million, respectively. Additionally, the Company has been engaged by the customer to perform additional work in 2026 under customary
trade credit terms, supporting the continued cooperation between the Company and the customer. As a result, the Company did not record an allowance for this
receivable as of January 31, 2026. However, if collection efforts are unsuccessful, the Company may recognize an allowance for all, or substantially all, of the
uncollected amount.
 
The Company may be impacted by interpretations and changes in tax regulations and legislation which could adversely affect the Company's results of
operations. Tax interpretations, regulations, and legislation in the various jurisdictions in which the Company operates are subject to measurement uncertainty
and the interpretations can impact net income, income tax expense or benefit, and income tax assets or liabilities.  Tax rules and regulations, including those
relating to foreign jurisdictions, are subject to interpretation and require judgment by the Company that may be challenged by the applicable taxation authorities
upon audit.  Although the Company believes its assumptions, judgements and estimates are reasonable, changes in tax laws or the Company's interpretation of
tax laws and the resolution of any tax audits could significantly impact the amounts provided for income taxes in the Company's  consolidated financial
statements.
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The Company’s ability to use its  net  operating  loss  carryforwards and certain other tax attributes may be limited. The
Company’s net operating loss (“NOL”) carryforwards in the U.S. could expire unused and be unavailable to offset future income tax liabilities because of their
limited duration or because of restrictions under U.S. tax law. As of January 31, 2026, the Company had $16.6 million of gross federal NOLs and $22.2 million
of gross state NOLs available to offset the Company’s future taxable income. Of the gross federal NOL amount, $9.3 million will begin to expire between tax
years 2036 and 2037 and the remainder has an indefinite carryforward. State NOLs expire at various dates from 2026 to 2045. In addition, the Company’s
ability to use its NOLs may be limited in the event of future changes in its stock ownership. As a result, if the Company earns net taxable income, the
Company’s ability to use its pre-change NOLs to offset U.S. federal taxable income may be subject to limitations, which could potentially result in a future tax
liability of the Company. In addition, at the state level, there may be periods during which the use of NOLs is suspended or otherwise limited, which could
result in a state tax liability which would otherwise not arise.
 
The Company’s inability  to establish and maintain effective internal control over financial reporting could harm its business and financial results. The
Company’s management is responsible for establishing and maintaining effective internal control over financial reporting. However, there are  material
weaknesses in internal controls such that our internal control over financial reporting has been determined not to be effective. Internal control over financial
reporting is a process to provide reasonable assurance regarding the reliability of financial reporting for external purposes in accordance with accounting
principles generally accepted in the United States. Because of its inherent limitations, internal control over financial reporting is not intended to provide
absolute assurance that the Company would prevent or detect a misstatement of its financial statements or fraud. If we are not able to remediate the material
weaknesses and maintain effective internal control over financial reporting, our business and financial results could be harmed. 
 
The Company may experience changes in estimates which could result  in a reduction or elimination of previously recorded revenues and profit in
connection with "over time" revenue recognition. Certain of the Company's contracts recognize revenues using periodic recognition of income. For these
contracts, the Company uses the "over time" accounting method. This methodology allows revenue and profits to be recognized proportionally over the life of a
contract by comparing the amount of the cost incurred to date against the total amount of cost expected to be incurred. The effect of revisions to revenue and
total estimated cost is recorded when amounts are known or can be reasonably estimated. Revisions can occur at any time and could be material. On a historical
basis, management believes that reasonably reliable estimates of the progress towards completion on long-term contracts have been made. However, given the
uncertainties associated with these types of contracts, it is possible for actual cost to vary from estimates previously made, which may result in reductions or
reversals of previously recorded revenue and profits.
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Business Condition Risks
 
Delays in the timing of order receipt, execution, delivery and acceptance of the Company’s products generally negatively impact the Company’s operating
results. The Company's operating results in any reporting period could be negatively impacted as a result of delays in the timing of project execution.
 
The Company may not be able to successfully negotiate progress-billing arrangements on  its large-scale contracts, which could adversely impact the
Company’s working capital needs, cash flows and credit risk. The Company sells systems and products under contracts that allow the Company to either bill
upon the completion of certain agreed milestones, or upon actual shipment of the system or product. The Company attempts to negotiate progress-billing
milestones on large contracts to help manage its working capital and cash flows, and to reduce the credit risk associated with these large
contracts. Consequently, changes in accepted billing terms of contracts could impact the Company's requirements for working capital and cash flows.
 
Aggressive pricing by existing competitors and the entrance of new competitors in the markets in which the Company operates could drive down the
Company's profits and reduce the Company's revenue. The Company's business is highly competitive. Some of the Company's competitors are large
organizations with access to considerable financial resources. Additionally, many of the Company's products are also subject to competition from alternative
technologies and alternative products. In periods of declining demand, the Company's fixed cost structure may limit its ability to cut costs, which may be a
competitive disadvantage compared to companies with more flexible cost structures, or may result in reduced operating margins, operating losses and negative
cash flows.
 
The Company may be subject to claims for damages from defective products. The Company warrants its products to be free of certain defects. The Company
has, from time to time, had claims alleging defects in its products. The Company may experience material product liability claims in the future and it could
incur significant costs to defend such claims. While the Company currently has product liability insurance that it believes to be sufficient, the Company cannot
be certain that its product liability insurance coverage will be adequate for liabilities that may be incurred in the future or that such coverage will continue to be
available to the Company on commercially reasonable terms. Any claim  relating to defective products that result in liabilities exceeding the Company's
insurance coverage could have a material adverse effect on the Company's business, results of operations, financial position and cash flows.
 
The Company may not be able to recover costs and damages from vendors that supply defective materials. The Company may receive defective materials
from its vendors that are incorporated into the Company's products during the manufacturing process. While the Company mitigates this risk through contract
terms, traceability and specifications, and has recourse to recover from vendors the costs to repair, remake or replace defective products, such costs could be
greater than the amount that can be recovered.   Such excess costs could have an adverse effect on the Company's business,  results of operations, financial
position and cash flows.
 
Product and service orders included in the Company’s backlog may be reduced or cancelled. The Company defines backlog as the revenue value resulting
from confirmed customer purchase orders that have not yet been recognized as revenue. Orders may be canceled or modified at any time. In the event of a
cancellation, the customer is normally responsible for all finished goods produced or shipped, all direct and indirect costs incurred and also for a reasonable
allowance for anticipated profits. No assurance can be given that these amounts will be recovered after cancellation. Any reduction or cancellation of orders
may result in revenues that are lower than expected.
 
The Company's results of operations could be adversely affected by changes in international regulations and other activities of  government  agencies
related to the Company’s operations. International sales represent a significant portion of the Company's total sales. The Company's sales to foreign customers
were  71.7%  and  66.9% in the years ended  January 31, 2026 and 2025, respectively.  The Company's anticipated growth and profitability may require
increasing  foreign sales volume and may necessitate further international expansion. The Company's results of operations could be adversely affected by
changes in trade, monetary and fiscal policies, laws and regulations, other activities of governments, agencies and similar organizations, and other factors.
These factors include, but are not limited to, changes in a country's or region's economic or political conditions, trade regulations affecting production, pricing
and marketing of products, local labor conditions and regulations, reduced protection of intellectual property rights, changes in the regulatory or legal
environment, restrictions on currency exchange activities, burdensome taxes and tariffs and other trade barriers. We cannot predict the impact of changes in
foreign policies adopted by the current  U.S. administration will have on our business. International risks and uncertainties, including changing social and
economic conditions as well as terrorism, political hostilities and war, could lead to reduced international sales and reduced profitability associated with such
sales. In addition, these risks can include delays  in collection  of accounts receivable. Because the Company conducts a significant portion of its business
activities in the Gulf Cooperation Council ("GCC"), the political and economic events of the countries that comprise the GCC can have a material effect on the
Company’s business, results of operations, financial condition, and cash flows.
 
Due to the international scope of the Company’s operations, it is subject to a complex system of commercial and trade regulations around the world. The
Company’s foreign subsidiaries are governed by laws, rules and business practices that differ from those of the United States. If the activities of these entities
do not comply with U.S. laws or business practices or the Company’s Code of Business Conduct, then violations of these laws or practices may result in severe
criminal or civil sanctions, which could disrupt the Company’s business, and result in an adverse effect on the Company’s reputation, business and results of
operations or financial condition. The Company cannot predict the nature, scope, or effect of future regulatory requirements to which its operations might be
subject or the manner in which existing laws might be administered or interpreted.
 
Geopolitical Risks, Including Tensions Involving Iran, May Adversely Affect Our Business. Our operations in certain international markets expose us to
geopolitical risks, including regional conflicts, political instability, and evolving government policies. Recent tensions involving Iran have increased uncertainty
in parts of the regions in which we operate. Escalation of such tensions could disrupt our operations, delay project execution, restrict access to key markets, or
adversely affect the security of our personnel and assets.
 
In addition, geopolitical developments may lead to broader economic or regulatory consequences, including sanctions, trade restrictions, or limitations on the
movement of goods, services, and capital. While we have not experienced material adverse impacts to date, further escalation or prolonged instability could
have a material adverse effect on our business, financial condition, and results of operations.
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General Risks
 
The Company may be unable to retain its senior management and key personnel. The Company's ability to meet its strategic and financial goals will depend
to a significant extent on the continued contributions of its senior management and key personnel, or the successful transition of responsibilities of departing
senior management and key personnel. Future success will also depend in large part on the Company's ability to identify, attract, motivate, effectively utilize
and retain highly qualified managerial, sales, marketing and technical personnel. The loss of senior management or other key personnel or the inability to
identify, attract and retain qualified personnel in the future could make it more difficult to manage the Company's business and could adversely affect
operations and financial results.
 
The Company may not be able to achieve the expected benefits from its growth initiatives. The Company's cyclical or general expansion may result in
unanticipated adverse consequences, including significant strain on management, operations and financial systems, as well as on the Company's ability to
attract and retain competent employees. In the future, the Company may seek to grow its business by investing in new or existing facilities, making
acquisitions, entering partnerships and joint ventures, or constructing new facilities, which could introduce additional risks, including:
 
  • strain on working capital;
  • diversion of management's attention away from other activities, which could impair the operation of existing businesses;
  • failure to successfully integrate an acquired business or facility into existing operations;
  • inability to maintain key pre-acquisition business relationships;
  • loss of key personnel of an acquired business or facility;
  • exposure to unanticipated liabilities; and
  • failure to realize efficiencies, synergies and cost savings.
 
As a result of these and other factors, including general economic risks, the Company may not be able to realize the expected benefits from future acquisitions,
new facility developments, partnerships, joint ventures or other investments.
 
The Company's information technology systems may be negatively affected by cybersecurity threats. The Company faces risks relating to cybersecurity
attacks that could cause the loss of confidential information and other business disruptions. The Company relies extensively on computer systems to process
transactions and manage its business, and its business is at risk from and may be impacted by cybersecurity attacks. The Company employs a number of
measures to prevent, detect and mitigate these threats, which include data and email encryption, strong password management policy, firewall systems, anti-
virus software, and frequent backups. However, there is no guarantee such efforts will be successful in preventing a cyber-attack. A successful attack could
adversely affect the Company's reputation and results of operations, including through lawsuits by third parties. 
 
ITEM 1B. UNRESOLVED STAFF COMMENTS
 
None.
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ITEM 1C. CYBERSECURITY
 
 
Risk Management and Strategy
 
The Company's policies and practices are based on frameworks and standards that address risks through a comprehensive, cross-functional approach that
assess, identify, monitor, and mitigate material risks from cybersecurity threats as part of the overall enterprise risk management ("ERM") process. This
includes the collection and storage of data and being responsive to incidents as they occur. Further, the Company's processes and technology are utilized to
develop, implement, and maintain appropriate measures to safeguard information systems in protecting the integrity, availability, and confidentiality of data.
Additionally, the Company engages certain third parties to assist in network monitoring and control testing, among other functions of similar capacity. 
 
The Company's cybersecurity program focuses on the following areas:
 
  • Technological safeguards that are designed to protect the Company's information systems from cybersecurity threats, including the prevention and

detection of system applications, access controls, and firewalls, which the Company assesses the vulnerability and severity of potential information
security threats and makes necessary improvements.

  • Utilization of third parties as part of the Company's risk-based approach in identifying and overseeing cybersecurity risks.
  • The Company maintains an incident plan that addresses the Company's response to an cybersecurity event, which is periodically reviewed and

updated.
 
The Company's on-going investment in information systems and utilization of external 3rd parties represents the best means for extensively testing both the
design and operational effectiveness of cybersecurity controls, and to ensure continuity and functionality of the Company's operating systems.
 
As of the date of this report, the Company has not experienced any material cybersecurity events. However, the presence of new or more advanced forms of
cybersecurity threats could have a material and adverse impact on the business, results of operations, and financial position. For further discussion relating to
this topic, see Item 1A. Risk Factors "The Company's information technology systems may be negatively affected by cybersecurity threats."
 
Governance
 
The Audit Committee of the Board of Directors has the responsibility of overseeing the Company's cybersecurity risks. The Director of Information
Technology provides periodic updates to the Board of Directors regarding actions taken to mitigate the Company's exposure and protection from cybersecurity
risks. Management routinely evaluates the Company's security processes, procedures, and systems to determine if enhancements are needed to reduce the
possibility of a future cybersecurity event. This includes safeguards implemented by the Company, such as a multi-factor authentication process; restricted
firewall settings; security and network monitoring, security awareness training, email phishing tests, and enhancing the Company's backup recovery strategy,
among others. 
 
The Director of Information Technology is responsible for assessing, monitoring, and managing the Company's cybersecurity risks. The Director of
Information Technology has extensive experience in leading the Company's information systems and has previously led information security teams for several
large global organizations prior to joining the Company. 
 
The Director of Information Technology, along with members of management, inform the Audit Committee on cybersecurity risks by providing periodic
updates regarding (i) Status of ongoing cybersecurity initiatives and strategies, (ii) The overall state of the Company's security program and potential exposure
to risks, and (iii) Incident reports and learning from any cybersecurity events. Further, the Director of Information Technology maintains an open dialogue
regarding any significant developments in cybersecurity risks, ensuring the Audit Committee's oversight is proactive and responsive. 
 
In addition to periodic updates to the Audit Committee, the Director of Information Technology, in his capacity, regularly informs the Chief Executive Officer
("CEO") and the Chief Financial Officer ("CFO") regarding matters related to cybersecurity risks and incidents. This ensures the highest level of management
are informed of potential risks associated with cybersecurity that could have a material and adverse effect on the Company. 
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ITEM 2. PROPERTIES
 
Location Leased and/or Owned
Illinois Leased building and office space
Louisiana Owned building and leased land
Tennessee Leased building, office space, and land
Texas Leased office space
Camrose, Alberta, Canada Owned building with office space on owned land; leased land and leased office space
Vars, Ontario, Canada Leased building, office space, and land
India Leased building, office space, and land
Dammam, Kingdom of Saudi Arabia Owned building and office space on leased land
Riyadh, Kingdom of Saudi Arabia Leased building, office space, and land
Medinah, Kingdom of Saudi Arabia Leased building, office space, and land
United Arab Emirates Leased office space and building on leased land; owned building with office space on leased land
Egypt Leased building, office space, and land
Qatar Leased building, office space, and land
 
For further information, see Note 6 - Leases, in the Notes to Consolidated Financial Statements.
 
ITEM 3. LEGAL PROCEEDINGS
 
The Company is subject to various legal proceedings and claims that arise in the ordinary course of business, including those involving environmental, tax,
product liability, and general liability claims. The Company accrues a liability for these matters  when it is considered probable that future costs will be
incurred, and the amount can be reasonably estimated. Such accruals are based on developments to date, the Company's estimates of the outcomes with respect
to any legal proceedings, and its experience in contesting, litigating, and settling other similar matters. 
 
As of January 31, 2026 , the Company had no material pending litigation. 
 
ITEM 4. MINE SAFETY DISCLOSURES
 
Not applicable.
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PART II
 

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER PURCHASES OF
EQUITY SECURITIES

 
The Company's common stock is traded on the Nasdaq Global Market under the symbol "PPIH". 
 
As of April 16, 2026, there were 43 stockholders of record and other additional stockholders for whom securities firms or banks acted as nominees.
 
The Company has never declared or paid a cash dividend and does not anticipate paying any cash dividends on its common stock in the foreseeable future.
Management presently intends to retain all available funds for the development of the Company's business and for use as working capital, including potentially
repurchasing its common stock. The Company's credit facilities also restrict dividend payments. Future dividend policy will depend upon the Company's
earnings, capital requirements, financial condition, credit agreement restrictions and other relevant factors. For further information, see "Financing" in Item 7
and Note 5 - Debt, in the Notes to Consolidated Financial Statements.
 
The Transfer Agent and Registrar for the Company's common stock is Broadridge Corporate Issuer Solutions, Inc., P.O. Box 1342 Brentwood, NY
11717, (877) 830-4936 or (720) 378-5591.
 
Reference is made to Item 12 in Part III of this report.
 
Unregistered Sales of Equity Securities and Use of Proceeds
 
The Company has not made any sale of unregistered securities during the preceding three fiscal years.
 
Issuer Purchases of Equity Securities
 
The Company did not make any purchases of its common stock during fiscal 2025. 
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ITEM 6. [RESERVED] 
 
ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
 
General
 
Certain statements contained in this Management's Discussion and Analysis of Financial Condition and Results of Operations ("MD&A"), which can be
identified by the use of forward-looking terminology such as "may," "will," "expect," "continue," "remains," "intend," "aim," "should," "prospects," "could,"
"future," "potential," "believes," "plans," "likely," and "probable," or the negative thereof or other variations thereon or comparable terminology, constitute
"forward-looking statements" within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Exchange Act and are
subject to the safe harbors created thereby. These statements should be considered as subject to the many risks and uncertainties that exist in the Company's
operations and business environment. Such risks and uncertainties could cause actual results to differ materially from those projected as a result of many
factors, including, but not limited to, those under the headings Cautionary Statements Regarding Forward Looking Information and Item 1A. Risk Factors.
 
Risk Mitigation and Management
 
The Company is subject to a variety of risks that could materially affect its business, financial condition, results of operations, and cash flows. To address these
risks, the Company has implemented several mitigating strategies across financial, operational, and strategic areas. The Company actively implements
strategies to mitigate the risks described in Item 1A of this Annual Report.
 
Financial and Liquidity Management
The Company monitors and actively manages its debt obligations to ensure continued access to financing. For fiscal 2027, approximately $5.5 million under
foreign revolving lines of credit and $0.2 million under project-specific financing are scheduled to mature. The Company expects to renew its Middle Eastern
credit arrangements and maintain access to project financing; however, there can be no assurance that such arrangements will be renewed on comparable terms
or amounts. The Company also regularly monitors compliance with covenants under existing credit agreements to mitigate potential restrictions on dividends,
intercompany obligations, additional debt, or liens.
 
Accounts Receivable and Credit Risk
The Company actively monitors the creditworthiness of its customers and manages concentrated receivables. Payments for large projects are typically secured
through irrevocable letters of credit from banks. For example, as of January 31, 2026, one customer represented approximately 23% of accounts receivable.
Partial payments received throughout 2024–2026 have significantly reduced the outstanding balance in accordance with contract terms. The Company engages
in ongoing collection efforts and has structured credit terms to support continued cooperation with customers.
 
Internal Controls over Financial Reporting
The Company has strengthened its internal control environment to address previously identified material weaknesses. As of January 31, 2025, four material
weaknesses were reported. Following implementation of efforts to remediate these material weaknesses, three material weaknesses remain, which are
scheduled for testing in 2026. Management remains committed to fully remediating these weaknesses to maintain effective internal controls and ensure the
reliability of financial reporting.
 
Supply Chain and Raw Material Risk
To mitigate risks associated with volatile raw material prices, supply chain disruptions, tariffs, and transportation delays, the Company has adopted a multi-
pronged approach. This includes purchasing larger volumes from existing suppliers, securing alternative suppliers, planning material purchases further in
advance, and adjusting customer pricing to offset cost increases. These measures are designed to maintain material availability and minimize disruptions to
production schedules.
 
Backlog, Customer Diversification, and Contract Risk
The Company closely monitors its backlog, customer concentration, and contract terms. Its backlog as of January 31, 2026, was $121.6 million, primarily
expected to be completed within the following fiscal year. Customer concentration is mitigated through secured payment methods and ongoing monitoring of
financial strength. Contracts are structured to include progress-billing arrangements and provisions for recoverable costs in the event of cancellations, helping
to protect cash flow and working capital.
 
Tax and Regulatory Risk
The Company regularly monitors tax regulations, legislation, and interpretations in jurisdictions where it operates. Management applies judgment in evaluating
uncertain tax positions and plans for potential limitations on net operating loss carryforwards, mitigating the risk of unexpected future tax liabilities.
 
Human Capital and Operational Continuity
The Company invests in attracting, developing, and retaining skilled personnel, recognizing that its human capital is essential to operational success. Ongoing
training, succession planning, and engagement initiatives are in place to ensure continuity of operations and strong performance across all regions.
 
Through these measures, the Company seeks to mitigate risks and sustain financial performance, operational stability, and long-term growth, despite external
and internal challenges. 
 
The analysis presented below and discussed in more detail throughout this MD&A was organized to provide instructive information for better understanding
the Company's results of operations, financial condition and cash flows. However, this MD&A should be read in conjunction with the Consolidated Financial
Statements in Item 8 of this Annual Report on Form 10-K, including the notes thereto and the risk factors contained herein. The Company's fiscal year ends on
January 31. Years, results and balances described as 2025 and 2024 are for the fiscal years ended January 31, 2026 and 2025, respectively.
 



The Company is engaged in the manufacture and sale of products in one reportable segment: Piping Systems. Since the Company's revenues are significantly
dependent upon discrete projects, the Company's operating results in any reporting period could be negatively impacted as a result of variations in the level of
the Company's discrete project orders or delays in the timing of the specific project phases. 
 
The tabular information presented throughout this MD&A is in thousands, except per share data, or unless otherwise specified. 
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Results of Operations

Consolidated Results of Operations
 

    Year Ended January 31,  

    2026     2025    

Change
favorable

(unfavorable)  

    Amount    
Percent of Net

Sales     Amount    
Percent of Net

Sales     Amount  
Net sales   $ 210,925           $ 158,384           $ 52,541 
                                         
Gross profit     69,488      33%    53,248      34%    16,240 
                                         
General and administrative expenses     35,293      17%    28,000      18%    (7,293)
                                         
Selling expense     4,746      2%    4,947      3%    201 
                                         
Interest expense, net     1,822             1,940             118 
                                         
Other (expense) income, net     (134)            107             (241)
                                         
Income before income tax     27,493             18,468             9,025 
                                         
Income tax expense     6,844             5,377             (1,467)
                                         
Net income     20,649             13,091             7,558 
                                         
Less: Net income attributable to non-controlling
interest     3,614             4,108             (494)
                                         
Net income attributable to common stock     17,035             8,983             8,052 
 
Year ended January 31, 2026 Compared to year ended January 31, 2025
 
Net sales
Net sales were $210.9 million and $158.4 million in the years ended January 31, 2026 and 2025, respectively. The increase of $52.5 million was primarily
the result of higher sales volumes in the Middle East, Canada, and the United States.
 
Gross profit
Gross profit was $69.5  million, or  33%  of net sales and $53.2 million, or  34% of net sales, in the  years ended January 31, 2026 and 2025, respectively.
The increase of $16.3 million was driven by higher sales volumes and consistent gross margins globally.
  
General and administrative expenses
General and administrative expenses were $35.3 million and $28.0 million in the years ended January 31, 2026 and 2025, respectively. The increase of $7.3
million  was primarily related to higher compensation costs and professional fees,  including approximately $1.0 million relating to Sarbanes-Oxley 404
compliance in connection with our transition from a non-accelerated filer  to an accelerated filer. This also includes a one-time compensation charge of
approximately $2.0 million related to the departure of the previous CEO.
 
Selling expenses
Selling expenses were $4.7 million and $4.9 million in the years ended January 31, 2026 and 2025, respectively. The decrease of $0.2 million was primarily
driven by lower payroll expenses during the year.  
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Interest expense, net
Interest expense was $1.8 million and $1.9 million in the years ended January 31, 2026 and 2025, respectively. The decrease of $0.1 million was the result of
an overall reduction in interest rates during the current year
 
Income taxes
The Company's worldwide effective tax rates ("ETR") were 24.9% and 29.1% in the years ended January 31, 2026 and 2025, respectively. The change in the
ETR was largely due to changes in the mix of  income and loss in  various tax  jurisdictions and the domestic Global Intangible Low-Taxed Income
("GILTI") inclusion. For further information, see Note 7 - Income taxes, in the Notes to Consolidated Financial Statements.
 
Net income attributable to common stock
Net income attributable to common stock was $17.0 million and $9.0 million in the years ended January 31, 2026 and 2025, respectively. The increase in net
income was a result of the changes discussed above, less amounts attributable to non-controlling interest. 
 
Liquidity and capital resources
 
Cash and cash equivalents were $18.7  million and $15.7  million  as of  January 31, 2026  and January 31, 2025, respectively.  On January 31, 2026,
approximately $0.2 million was held in the United States, and $18.5 million was held by the Company's foreign subsidiaries. The Company's working capital
was $66.9 million on January 31, 2026 compared to $54.7 million on January 31, 2025. As of January 31, 2026, the Company had $2.7 million of borrowing
capacity under the Renewed Senior Credit Facility (as defined below) in North America and $29.9 million of borrowing capacity under its foreign credit
agreements.  The Company had $10.7 million borrowed under the Renewed Senior Credit Facility and $8.4 million borrowed under its foreign credit
agreements at January 31, 2026.
 
Net cash provided by operating activities in the years ended January 31, 2026 and 2025 was $9.2 million and $13.9 million, respectively. The decrease of
$4.7 million was primarily driven by an increase in accounts receivable, partially offset by an increase in net income and customer deposits compared to the
prior year.
 
Net cash used in  investing activities in the years ended January 31, 2026 and 2025  was $10.4  million and $2.8  million, respectively. The increase  of
$7.6 million was primarily driven by higher capital expenditures during the period, related to the Middle East. 
 
Net cash provided by financing activities was $6.6 million for the year ended  January 31, 2026, compared to net cash used in financing activities of $0.9
million for the year ended  January 31, 2025.  The $7.5  million increase in cash provided was primarily driven by increased net borrowings under the
Company’s revolving lines of credit.
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Subsequent to January 31, 2026, the Company entered into a credit agreement with JPMorgan Chase Bank, N.A., which provides for a revolving credit facility
with total commitments of $18.0 million. The facility effectively refinanced and replaced the Company’s existing credit facility with PNC Bank, National
Association and to support the Company’s ongoing working capital and general corporate needs.

 
The credit facility is intended to serve as a temporary bridge financing arrangement. The Company expects to enter into a new global credit facility with a
syndicate of lenders, with JPMorgan expected to act as administrative agent and lead arranger. Upon execution of the global credit facility, the Company
expects that any outstanding borrowings under this credit agreement will be repaid or refinanced and the credit agreement will be terminated; however, there
can be no assurance as to the timing or terms of such transaction.

The Company believes it will have the ability to satisfy all working capital needs and any planned capital expenditures for the twelve months following the
issuance of the Consolidated Financial Statements, based on its existing cash on hand, cash flows from operations, and available credit facilities.

 
There was no restricted cash held in the United States on January 31, 2026 or January 31, 2025. Restricted cash held by foreign subsidiaries was $3.6 million
and $1.4 million as of January 31, 2026 and 2025, respectively. Restricted cash held by foreign subsidiaries related to fixed deposits that also serve as security
deposits and guarantees.
 
The following table summarizes the Company's estimated contractual obligations on January 31, 2026:
 
    Year Ending January 31,  
Contractual obligations   Total     2026     2027     2028     2029     2030     Thereafter  
Revolving line - North America (1)   $ 10,749    $ 10,749    $ -    $ -    $ -    $ -    $ - 
Mortgage note (2)     3,965      228      235      235      235      235      2,797 
Revolving lines - foreign (3)     5,672      5,672      -      -      -      -      - 
Long-term finance obligation (4)     8,794      267      309      354      406      461      6,997 
Subtotal     29,180      16,916      544      589      641      696      9,794 
Finance lease obligations     715      174      150      145      149      97      - 
Operating lease obligations (5)     26,668      2,959      3,130      2,414      1,318      1,127      15,720 
Uncertain tax position obligations (6)     1,320      -      -      -      -      -      1,320 
Loan payable to GIG (7)     2,753      2,753      -      -      -      -      - 

Total   $ 60,636    $ 22,802    $ 3,824    $ 3,148    $ 2,108    $ 1,920    $ 26,834 
 
(1) Interest obligations exclude floating rate interest on debt payable under the North American revolving line of credit. Based on the amount of such debt on

January 31, 2026, and the weighted average interest rate of 7.8% on that debt, such interest was being incurred at an annual rate of approximately $0.8
million.

(2) Scheduled maturities, excluding interest.
(3) Scheduled maturities of foreign credit facilities, excluding interest.
(4) This schedule represents the cash payments to be made under the lease agreement for the land and buildings sold by the Company in Lebanon, Tennessee

and leased back from the purchaser in April 2021. These amounts differ from the liabilities presented as debt in the Consolidated Balance Sheets as the
debt amount represents future payments discounted to the present date. Refer to Note 5 - Debt, in the Notes to the Consolidated Financial Statements for
further discussion of the transaction. 

(5) Minimum contractual amounts, assuming no changes in variable expenses.
(6) Refer to Note 7 - Income taxes, in the Notes to Consolidated Financial Statements for a description of the uncertain tax position obligations.

(7) Refer to Note 11 - Non-controlling interest, in the Notes to Consolidated Financial Statements for further discussion regarding the loan payable to Gulf
Insulation Group ("GIG").

 
Financing
 
Revolving lines - North America. On September 20, 2018, the Company and certain of its U.S. and Canadian subsidiaries (collectively, together with the
Company, the “North American Loan Parties”) entered into a Revolving Credit and Security Agreement (the “Credit Agreement”) with PNC Bank, National
Association ("PNC"), as administrative agent and lender, providing for a three-year, $18  million Senior Secured Revolving Credit Facility, subject to a
borrowing base including various reserves (the “Senior Credit Facility”).
 
On September 17, 2021, the North American Loan Parties executed an extension of the Credit Agreement with PNC, providing for a new five-year, $18 million
senior secured revolving credit facility, subject to a borrowing base including various reserves (the “Renewed Senior Credit Facility”). The
Company's  obligations under the Renewed Senior Credit Facility are currently guaranteed by Perma-Pipe Canada, Inc. Each of the North American Loan
Parties other than Perma-Pipe Canada, Inc. is a borrower under the Renewed Senior Credit Facility (collectively, the “Borrowers”). The Renewed Senior Credit
Facility matures on September 20, 2026.
 
The Borrowers have used and will continue to use borrowings under the Renewed Senior Credit Facility (i)  to fund future capital expenditures; (ii)  to fund
ongoing working capital needs; and (iii)  for other corporate purposes, including potentially additional stock  repurchases. Borrowings under the Renewed
Senior Credit Facility bear interest at a rate equal to an alternate base rate, SOFR rate index, plus, in each case, an applicable margin. The applicable margin is
based on a fixed charge coverage ratio ("FCCR") range. Interest on alternate base rate borrowings is the alternate base rate (as defined in the Renewed Senior
Credit Facility) plus an applicable margin ranging from 1.00% to 1.50%, based on the FCCR in the most recently reported period. Interest on SOFR rate
borrowings is the SOFR rate (as defined in the Renewed Senior Credit Facility) plus an applicable margin ranging from 2.00% to 2.50%, based on the FCCR in
the most recently reported period, as well as an additional SOFR adjustment ranging from 0.10% to 0.25%, based on the term of the interest period.
Additionally, the Borrowers pay a 0.25% per annum facility fee on the unused portion of the Renewed Senior Credit Facility. 
 



Subject to certain exceptions, borrowings under the Renewed Senior Credit Facility are secured by substantially all of the North American Loan Parties’ assets.
Subject to certain qualifications and exceptions, the Renewed Senior Credit Facility contains covenants that, among other things, restrict the North American
Loan Parties’ ability to create liens, merge or consolidate, consummate acquisitions, make investments, dispose of assets, incur debt, and pay dividends and
other distributions. In addition, the North American Loan Parties may not make capital expenditures in excess of $5.0 million annually, plus a limited carryover
of unused amounts. Further, the North American Loan Parties may not make repurchases of the Company's common stock in excess of $3.0 million. 
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The Renewed Senior Credit Facility also contains financial covenants requiring the North American Loan Parties to achieve a ratio of its EBITDA (as defined
in the Renewed Senior Credit Facility) to the sum of scheduled cash principal payments on indebtedness for borrowed money and interest payments on the
advances under the Renewed Senior Credit Facility to be not less than 1.10 to 1.00 for any five consecutive days in which the undrawn availability is less than
$3.0 million or any day in which the undrawn availability is less than $2.0 m illion. As of January 31, 2026 , the calculated ratio was greater than 1.10 to 1.00.
In order to cure any future breach of these covenants by the North American Loan Parties, the Company may repatriate cash from any of its foreign subsidiaries
that are otherwise not a party to the Renewed Senior Credit Facility in an amount which, when added to the amount of the Company’s Consolidated EBITDA,
would result in compliance on a pro forma basis. The Company was in compliance with respect to these covenants as of and for the year ended  January 31,
2026 .
 
The Renewed Senior Credit Facility contains customary events of default. If an event of default occurs and is continuing, then PNC may terminate all
commitments to extend further credit and declare all amounts outstanding under the Renewed Senior Credit Facility due and payable immediately. In addition,
if any of the North American Loan Parties or certain of their subsidiaries become the subject of voluntary or involuntary proceedings under any bankruptcy,
insolvency or similar law, then any outstanding obligations under the Renewed Senior Credit Facility will automatically become immediately due and payable.
Loans outstanding under the Renewed Senior Credit Facility will bear interest at a rate of 2.00% per annum in excess of the otherwise applicable rate (i) while
a bankruptcy event of default exists or (ii) upon the lender's request, during the continuance of any other event of default.
 
As of January 31, 2026 , the Company had borrowed an aggregate of $ 10.7 million at a rate of  7.8% and had $ 2.7 million available under the Renewed
Senior Credit Facility. As of January 31, 2025, the Company had borrowed an aggregate of $ 6.8 million at a rate of 9.0% and had $ 3.7 million available under
the Renewed Senior Credit Facility.
 
Subsequent Event — Credit Agreement. Subsequent to January 31, 2026, the Company entered into a credit agreement (the “Credit Agreement”) with
JPMorgan Chase Bank, N.A., which effectively replaced the Company’s existing credit facility with PNC Bank, National Association. The Credit Agreement
provides for a revolving credit commitment of up to $18.0 million, subject to customary borrowing base limitations, and matures in October 2027. Borrowings
bear interest at variable rates based on SOFR or an alternate base rate, plus an applicable margin.

 
The Credit Agreement is intended to serve as a temporary bridge financing arrangement. The Company expects to enter into a new global credit facility with a
syndicate of lenders in the coming months; however, there can be no assurance as to the timing or terms of such a transaction. Upon execution of the global
credit facility, any outstanding borrowings under the Credit Agreement are expected to be transitioned into the new facility. As the Credit Agreement was
executed after the balance sheet date, no amounts were outstanding under this facility as of January 31, 2026.
 
Credit facilities - foreign. The Company also has credit arrangements used by its Middle Eastern subsidiaries in the U.A.E., Egypt, and Saudi Arabia as further
described below:
 
United Arab Emirates
 
The Company’s credit facilities in the United Arab Emirates (“U.A.E.”) consist of the following:
 
Active Facilities (U.A.E.)
 
The Company maintains a credit facility with a financial institution in the U.A.E. totaling 65.2 million U.A.E. Dirhams (“AED”) (approximately $17.8 million
at January 31, 2026). Borrowings under the facility bear interest at the Emirates Inter Bank Offered Rate (“EIBOR”) plus 3.5% per annum, subject to minimum
interest rates ranging from 4.5% to 8.0% per annum, depending on the type of financing utilized. The facility is stratified by instrument type and expires at
various dates through October 2026. As of January 31, 2026, the Company was in compliance with all covenants under this facility. As of January 31, 2026, the
Company had outstanding borrowings of 9.4 million AED (approximately $2.6 million), which are included in “Short-term borrowings and current maturities
of long-term debt” on the Consolidated Balance Sheets. Additionally, as of January 31, 2026, the Company had issued guarantees totaling 30.9 million AED
(approximately $8.4 million). After accounting for outstanding borrowings and issued guarantees, the Company had unused availability of approximately $6.8
million under the credit facility as of January 31, 2026.
 
The Company maintains a letter of credit facility with a financial institution in the U.A.E. totaling 100.0 million AED (approximately $27.2 million at January
31, 2026) and expiring in July 2026. The facility is non-interest bearing; however, the Company incurs a commission ranging from 0.8% to 1.0% per annum on
the face value of issued instruments and is required to maintain cash collateral (margins) ranging from 10% to 15% depending on the type of instrument
utilized. As of January 31, 2026, the Company had outstanding guarantees under this facility of 40.5 million AED (approximately $11.0 million). The
remaining available balance under the facility was 59.5 million AED (approximately $16.2 million) as of January 31, 2026.
 
Expired Facilities (U.A.E.)
 
As of January 31, 2025, the Company maintained a credit facility with a financial institution in the U.A.E. totaling 65.2 million AED (approximately
$17.7 million). This facility, which expired in August 2025, bore interest at a rate of approximately 7.9% as of January 31, 2025. Outstanding borrowings under
this facility were $0.1 million at January 31, 2025, and were included in “Short-term borrowings and current maturities of long-term debt” on the Consolidated
Balance Sheets. As of January 31, 2025, the Company had unused availability of approximately $9.0 million, which was net of issued guarantees and letters of
credit.
 
As of January 31, 2025, the Company maintained a revolving credit facility with a financial institution in the U.A.E. totaling 8.0 million AED (approximately
$2.2 million). This facility, which expired in July 2025, bore interest at a rate of approximately 7.9% as of January 31, 2025. Outstanding borrowings under this
facility were $0.4 million at January 31, 2025, and were included in “Short-term borrowings and current maturities of long-term debt” on the Consolidated
Balance Sheets. As of January 31, 2025, the Company had unused availability of approximately $1.6 million, which was net of issued guarantees and letters of



credit.
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Egypt
 
In June 2021, the Company's Egyptian subsidiary entered into a credit facility with a financial institution in Egypt, which has been subsequently amended. The
facility provides project-based financing and expires in December 2026. The facility has a maximum borrowing capacity of 120.0 million Egyptian
Pounds ("EGP") (approximately $2.6 million) and 100.0 million EGP (approximately $2.0 million) as of January 31, 2026 and 2025, respectively. The line is
secured by certain assets of the subsidiary, including accounts receivable, and contains various covenants, including a maximum leverage ratio and restrictions
on incurring additional indebtedness. As of January 31, 2026, the Company was in compliance with all covenants under this facility.
 
As of January 31, 2026, borrowings under the Company’s credit facility in Egypt bore interest at rates ranging from 15.0% to 20.8%. The 15.0% rate relates to
specific government-sponsored initiatives, while the 20.8% rate applies to our general facility limits. The Company had $0.2 million outstanding under this
arrangement as of January 31, 2026, and an insignificant amount outstanding as of January 31, 2025. Both amounts are included in "Short-term borrowings and
current maturities of long-term debt" on the Consolidated Balance Sheets. As of January 31, 2026 and 2025, the Company had unused availability of
approximately $2.4 million and $2.0 million, respectively.
 
Saudi Arabia
 
In March 2022, the Company’s Saudi Arabian subsidiary entered into a credit arrangement with a financial institution in Saudi Arabia for a revolving line
totaling 37.0 million Saudi Riyals (“SAR”) (approximately $9.9 million at  January 31, 2026). The credit arrangement provides project-based financing at
interest rates competitive in Saudi Arabia, is secured by certain assets of the subsidiary including accounts receivable, and expires on April 27, 2026. As
of January 31, 2026, the facility bore interest at a rate of approximately 8.5%. As of January 31, 2026, the Company was in compliance with all covenants
under this arrangement. The Company had outstanding borrowings of $2.9 million and $1.5 million as of January 31, 2026 and 2025, respectively, which are
included in “Short-term borrowings and current maturities of long-term debt” on the Consolidated Balance Sheets. Unused availability under this arrangement
was $5.3 million and $3.0 million as of January 31, 2026 and 2025, respectively, which are net of both outstanding borrowings and issued letters of guarantee.
 
Foreign credit facilities - overall
These credit arrangements are in the form of overdraft facilities and project financing at rates competitive in the countries in which the Company operates. The
lines are secured by certain equipment, certain assets (such as accounts receivable and inventory), and a guarantee by the Company. Some credit arrangement
covenants require a minimum tangible net worth to be maintained, including maintaining certain levels of intercompany subordinated debt. In addition, some of
the revolving credit facilities restrict payment of dividends or undertaking of additional debt. The Company guarantees only a portion of the subsidiaries' debt,
including foreign debt. As of  January 31, 2026 and January 31, 2025, the amount of foreign subsidiary debt guaranteed by the Company
was approximately $8.4 million and $4.8 million, respectively.
 
The Company was in compliance with respect to the covenants under the credit arrangements in the U.A.E., Egypt, and Saudi Arabia as of  January 31,
2026. Certain of these arrangements are subject to periodic renewal; while such renewals are being processed, the Company remains in regular communication
with the lenders, and the arrangements have historically continued without interruption or penalty. On January 31, 2026, interest rates were based on (i) the
EIBOR plus 3.5% per annum for the U.A.E. credit arrangements, which have minimum interest rates ranging from 4.5% to 8.0% per annum; (ii) interest rates
ranging from 15.0% to 20.8% for the Egypt credit arrangements; and (iii) an interest rate of 8.5% for the Saudi Arabia credit arrangement. Based on these base
rates, as of January 31, 2026, the Company's interest rates ranged from 7.1% to 20.8%, with a weighted average rate of 8.1%, and the Company had facility
limits totaling $57.5 million under these credit arrangements. As of January 31, 2026, $21.1 million of the facility limits were utilized to support letters of credit
to guarantee amounts committed for inventory purchases and for performance guarantees. Additionally, as of  January 31, 2026, the Company had
borrowed $5.7 million and had an additional $29.9 million of borrowing availability remaining under the foreign revolving credit arrangements. The foreign
revolving lines balances were included as a component of "Short-term borrowings and current maturities of long-term debt" on the Consolidated Balance Sheets
as of January 31, 2026 and January 31, 2025. 
 
Finance obligation - buildings and land. On April 14, 2021, the Company entered into a purchase and sale agreement (the "Purchase and Sale Agreement") to
sell its land and building in Lebanon, Tennessee (the "Property"). Pursuant to the terms of the Purchase and Sale Agreement, the Company sold the Property for
$10.4 million. The transaction generated net cash proceeds of $9.1 million. Concurrently with the sale of the Property, the Company paid off the approximately
$0.9 million remaining on the mortgage note on the Property to its lender.  The Company used the remaining proceeds to repay its borrowings under the Senior
Credit Facility, for strategic investments, and for general corporate needs. Concurrent with the sale of the Property, the Company entered into a fifteen-year
lease agreement (the “Lease Agreement”), whereby the Company is leasing back the Property at an annual rental rate of approximately $0.8 million, subject to
annual rent increases of 2.0%. Under the Lease Agreement, the Company has four consecutive options to extend the term of the lease by five years for each
such option. As of January 31, 2026 and 2025, the Company had a net book value relating to this asset of $1.7 million and $1.8 million, respectively. 
 
In accordance with ASC  842,  Leases, this transaction was recorded as a failed sale and leaseback as the present value of lease payments
exceeded  substantially  all of the  fair value of the underlying asset. The Company utilized an incremental borrowing rate of 8.0% to determine  the finance
obligation  to record for the amounts received and  will continue to depreciate the assets.  The current portion of the finance obligation of $0.3  million is
recognized in "Short-term borrowings and current maturities of long-term debt" and the long-term portion of $8.5 million is recognized in "Long-term finance
obligation" on the Consolidated Balance Sheets as of January 31, 2026. The net carrying amount of the financial liability and remaining assets will be zero at
the end of the lease term.
 
Mortgage Note.  On July  28, 2016, the Company entered into a mortgage agreement  secured by the Company's manufacturing facility located in Alberta,
Canada that matures on December 23, 2042. As of January 31, 2026, the remaining balance on the mortgage in Canada is approximately 5.4 million Canadian
Dollars ("CAD") (approximately $4.0 million at January 31, 2026). The interest rate is variable, and was 6.3% at January 31, 2026. The principal balance is
included as a component of "Short-term borrowings and current maturities of long-term debt" and "Long-term debt, less current maturities" on the Consolidated
Balance Sheets and is presented net of issuance costs of $0.1 million as of January 31, 2026 and January 31, 2025.
 
Loan Payable to GIG. In June 2023, in connection with the formation of a joint venture with Gulf Insulation Group (“GIG”), the Company assumed a



promissory note with an aggregate principal amount of approximately $2.8 million, which originally carried a maturity date of April 9, 2026. Subsequent to the
fiscal year ended January 31, 2026, the Company and GIG entered into discussions to formally extend the maturity of the note. While a specific revised
maturity date has not yet been finalized, both parties expect the joint venture to continue for the foreseeable future and the joint venture has continued to
operate without any restrictions or disruption. Because the Company does not currently have a contractual, unconditional right to defer settlement for at least
twelve months following the balance sheet date, the obligation is classified as a current liability within “Short-term borrowings and current maturities of long-
term debt” at January 31, 2026, compared to its classification within “Long-term debt, less current maturities” at January 31, 2025. The Company is currently
evaluating a formal amendment to the note agreement and will reclassify the debt to long-term in future periods should a formal extension beyond one year be
executed.

We assess going concern uncertainty on a quarterly basis to determine if we have sufficient cash and cash equivalents on hand, working capital and access to
capital through financing agreements to operate for a period of at least a year from the date of our consolidated financial statements are issued (the lookforward
period). Our ability to continue as a going concern is dependent on many factors, including, among other things, our ability to comply with the covenants in our
debt agreements, our ability to cure any defaults that may occur under our debt agreements, or forbearances with respect to any such defaults, and our ability to
pay, retire, amend, replace or refinance our indebtedness as principal payments come due. We can offer no assurances that we will be able to successfully obtain
financing.
 
A summary of our liquidity and relevant cash flows is presented above. We believe that our unrestricted cash, cash flows from operating activities and
availability and commitments under existing financing agreements are sufficient to meet future business requirements for the look-forward period.
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Accounts receivable
 
In 2015, the Company completed a project in the Middle East with billings in the aggregate amount of approximately $41.9 million. The system has not yet
been commissioned by the customer. Nevertheless, the Company has settled approximately $40.7 million as of January 31, 2026, with a remaining balance due
in the amount of $1.2 million, all of which pertains to retention clauses within the agreements with the Company's customer, and which become payable by the
customer when this project is fully tested and commissioned. Of this retention amount, $1.2 million is classified in a long-term asset account.
 
The Company continues to actively  engage in ongoing collection efforts with the customer  to ensure full payment of open balances, and at various times
throughout   2025   and 2024, the Company received a partial payment to settle  $ 0.6   million and $0.4  million of the customer's outstanding balances,
respectively.  Additionally, the Company has been engaged by the customer to perform additional work in 2026  under customary trade terms that support the
continued cooperation between the Company and the customer. As a result, the Company did not reserve any allowance against the remaining outstanding
balances as of January 31, 2026 . However, if the Company’s efforts to collect on this account are not successful, the Company may recognize an allowance for
all, or substantially all, of any such then uncollected amounts.
 
Stock repurchase plan
 
On August 29, 2024, the Company retired all remaining treasury stock previously acquired under the stock repurchase program. The retirement was recorded as
a reduction to common stock based on the par value of the shares, and the excess over par value was recorded as a decrease in retained earnings in accordance
with ASC 505-30, Equity - Treasury Stock. 
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Critical accounting estimates and policies
 
The Company's significant accounting policies are discussed in the Notes to Consolidated Financial Statements included in Item 8 of this Annual Report on
Form 10-K. The application of certain of these policies requires significant judgments or a historical based estimation process that can affect the results of
operations and financial position of the Company, as well as the related footnote disclosures. The Company bases its estimates on historical experience and
other assumptions that it believes are reasonable. If actual amounts ultimately differ from previous estimates, the revisions are included in the Company's
results of operations for the period in which the actual amounts become known.
 
Revenue recognition. In accordance with Accounting Standards Codification ("ASC") 606, Revenue from Contracts with Customers, the Company recognizes
revenue over time for certain contracts when a customer obtains control of promised goods or services.  Other contracts recognize revenues using periodic
recognition of income. Under the input accounting method, income is recognized in each reporting period based on the status of the uncompleted contracts and
the current estimates of costs to complete. The amount of revenue recognized is determined by the relationship of costs incurred to the total estimated costs of
the contract. Provisions are made for estimated losses on uncompleted contracts in the period in which such losses are determined. Changes in job performance,
job conditions, and estimated profitability, including those arising from contract penalty provisions and final contract settlements, may result in revisions to
costs and income. Such revisions are recognized in the period in which they are determined. Claims for additional compensation due to the Company are
recognized in contract revenues when realization is probable, the amount can be reliably estimated, and the amount is not subject to reversal. See Note 4 -
Revenue recognition, in the Notes to Consolidated Financial Statements, for further information relating to the revenue recognition accounting methods.  
 
Income taxes. Deferred income taxes have been provided for temporary differences arising from differences in the basis of assets and liabilities for tax and
financial reporting purposes. Deferred income taxes on temporary differences have been recorded at the current tax rate. The Company assesses its deferred tax
assets for realizability at each reporting period. The Company maintains a partial valuation allowance in the United States against certain deferred tax assets.
 
The Company recognizes a tax position in its consolidated financial statements only after determining that the relevant tax authority would more likely than not
sustain the position following an audit. For tax positions meeting the more likely than not threshold, the amount recognized in the financial statements is the
largest benefit that has a greater than 50% likelihood of being realized upon ultimate settlement with the relevant tax authority. For further information, see
Note 7 - Income taxes, in the Notes to Consolidated Financial Statements.
 
New accounting pronouncements. See "Accounting Pronouncements Recently Adopted"  in Note 2 - Significant accounting policies, in the Notes to
Consolidated Financial Statements.
 
ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
 
Not applicable.
 
ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
 

PERMA-PIPE INTERNATIONAL HOLDINGS, INC. AND SUBSIDIARIES
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS

 
    Page  
Report of Independent Registered Public Accounting Firm (PCAOB ID: 238) 21
Consolidated Statements of Operations 23
Consolidated Statements of Comprehensive Income  24
Consolidated Balance Sheets 25
Consolidated Statements of Stockholders' Equity      26
Consolidated Statements of Cash Flows   27
Notes to Consolidated Financial Statements 28

Note 1 - Business information 28
Note 2 - Significant accounting policies 29
Note 3 - Retention 34
Note 4 - Revenue recognition  34
Note 5 - Debt 37
Note 6 - Leases 40
Note 7 - Income taxes 43
Note 8 - Retirement plans 46
Note 9 - Stock-based compensation 47
Note 10 - Interest expense 49
Note 11 - Joint venture and non-controlling interest 50
Note 12 - Segment reporting 51
Note 13 - Subsequent events 52
Schedule II - Valuation and qualifying accounts  53

 
 
 

20



Table of Contents
Index to Consolidated Financial Statements

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
 

To the Board of Directors and Stockholders of Perma-Pipe International Holdings, Inc.
 
Opinions on the Financial Statements and Internal Control over Financial Reporting
We have audited the accompanying consolidated balance sheets of Perma-Pipe International Holdings, Inc. and its subsidiaries (the "Company") as of
January 31, 2026 and 2025, and the related consolidated statements of operations, of comprehensive income, of stockholders’ equity and of cash flows for the
years then ended, including the related notes and schedule of valuation and qualifying accounts for the years then ended appearing under Item 8 (collectively
referred to as the "consolidated financial statements"). We also have audited the Company's internal control over financial reporting as of January 31, 2026,
based on criteria established in Internal Control - Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO).
 
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of the Company as of
January 31, 2026 and 2025, and the results of its operations and its cash flows for the years then ended in conformity with accounting principles generally
accepted in the United States of America. Also in our opinion, the Company did not maintain, in all material respects, effective internal control over financial
reporting as of January 31, 2026, based on criteria established in Internal Control - Integrated Framework (2013) issued by the COSO because material
weaknesses in internal control over financial reporting existed as of that date related to the Company not designing and maintaining effective controls in
response to the risks of material misstatement, not designing and maintaining effective controls over segregation of duties related to manual journal entries,
account reconciliations and the purchases and payables process, not designing and maintaining effective controls over the review of the financial close
process, including the statement of cash flows and verifying the financial statement disclosures agree to the Company's accounting records, and not designing
and maintaining effective controls at operating locations in the Middle East and North Africa ("MENA").
 
A material weakness is a deficiency, or a combination of deficiencies, in internal control over financial reporting, such that there is a reasonable possibility
that a material misstatement of the annual or interim financial statements will not be prevented or detected on a timely basis. The material weaknesses
referred to above are described in Management’s Annual Report on Internal Control over Financial Reporting appearing under Item 9A. We considered these
material weaknesses in determining the nature, timing, and extent of audit tests applied in our audit of the 2025 consolidated financial statements, and our
opinion regarding the effectiveness of the Company’s internal control over financial reporting does not affect our opinion on those consolidated financial
statements.
 
Basis for Opinions
The Company's management is responsible for these consolidated financial statements, for maintaining effective internal control over financial reporting, and
for its assessment of the effectiveness of internal control over financial reporting, included in management's report referred to above. Our responsibility is to
express opinions on the Company’s consolidated financial statements and on the Company's internal control over financial reporting based on our audits. We
are a public accounting firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent
with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange
Commission and the PCAOB.
 
We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audits to obtain reasonable
assurance about whether the consolidated financial statements are free of material misstatement, whether due to error or fraud, and whether effective internal
control over financial reporting was maintained in all material respects.
 
Our audits of the consolidated financial statements included performing procedures to assess the risks of material misstatement of the consolidated financial
statements, whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis,
evidence regarding the amounts and disclosures in the consolidated financial statements. Our audits also included evaluating the accounting principles used
and significant estimates made by management, as well as evaluating the overall presentation of the consolidated financial statements. Our audit of internal
control over financial reporting included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness
exists, and testing and evaluating the design and operating effectiveness of internal control based on the assessed risk. Our audits also included performing
such other procedures as we considered necessary in the circumstances. We believe that our audits provide a reasonable basis for our opinions.
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Definition and Limitations of Internal Control over Financial Reporting
A company’s internal control over financial reporting is a process designed 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. A company’s internal control over
financial reporting includes those policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect
the transactions and dispositions of the assets of the company; (ii) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being
made only in accordance with authorizations of management and directors of the company; and (iii) provide reasonable assurance regarding prevention or
timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.
 
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance
with the policies or procedures may deteriorate.
 
Critical Audit Matters
The critical audit matter communicated below is a matter arising from the current period audit of the consolidated financial statements that was
communicated or required to be communicated to the audit committee and that (i) relates to accounts or disclosures that are material to the consolidated
financial statements and (ii) involved our especially challenging, subjective, or complex judgments. The communication of critical audit matters does not
alter in any way our opinion on the consolidated financial statements, taken as a whole, and we are not, by communicating the critical audit matter below,
providing a separate opinion on the critical audit matter or on the accounts or disclosures to which it relates.
 
Specialty Piping Systems and Coating Revenue Recognition under the Input Method
As described in Notes 2 and 4 to the consolidated financial statements, approximately $52 million of the Company’s revenue for year ended January 31, 2026
relates to specialty piping systems and coating revenue recognized over time under the input method. Under this approach, income is recognized in each
reporting period based on the status of the uncompleted contracts and the current estimates of costs to complete. The amount of revenue recognized is
determined by the relationship of costs incurred to the total estimated costs of the contract. Generally, these contracts are considered a single performance
obligation satisfied over time. Due to the custom nature of the goods and services, the "over time" method is the most faithful depiction of the transfer of
goods and services to the customer as it measures the value of the work performed. Costs include all material, labor, and direct costs incurred to satisfy the
performance obligations of the contract. Revenue recognition begins when a project’s costs are initially incurred. Estimates of total contract costs are
reviewed and revised periodically as work progresses.
 
The principal considerations for our determination that performing procedures relating to specialty piping systems and coating revenue recognition under the
input method is a critical audit matter are (i) the significant judgment by management when developing the estimated total costs to complete the contracts and
(ii) a high degree of auditor judgment, subjectivity and effort in performing procedures and evaluating management’s significant assumptions related to the
total costs to complete. As described in the “Opinions on the Financial Statements and Internal Control over Financial Reporting” section, a material
weakness was identified that impacted this matter.
 
Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming our overall opinion on the consolidated
financial statements. These procedures included testing the effectiveness of controls relating to the revenue recognition process, including controls over
the estimates of total costs to complete the contracts. These procedures also included, among others, for certain open contracts (i) testing management’s
process for developing the estimated total costs to complete and (ii) evaluating the reasonableness of the significant assumptions used by management related
to the estimated total costs to complete. Evaluating the reasonableness of the significant assumptions related to the estimated total costs to complete involved
considering (i) the terms of the contracts and other documents that support those estimates; (ii) using actual costs to date to assess the reasonableness of the
estimate of the remaining costs to complete the contract; and (iii) performing a retrospective review of certain open contracts as of January 31, 2025 to
evaluate actual costs incurred to estimated costs. 

 
/s/ PricewaterhouseCoopers LLP
Houston, Texas
April 16, 2026
We have served as the Company’s auditor since 2024.

 
 

22



Table of Contents
Index to Consolidated Financial Statements
 

PERMA-PIPE INTERNATIONAL HOLDINGS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands, except per share data)
 
    Year ended January 31,  
    2026     2025  
                 
Net sales   $ 210,925    $ 158,384 
Cost of sales     141,437      105,136 
Gross profit     69,488      53,248 
                 
Operating expenses                

General and administrative expenses     35,293      28,000 
Selling expense     4,746      4,947 

Total operating expenses     40,039      32,947 
                 
Income from operations     29,449      20,301 
                 
Interest expense, net     1,822      1,940 
Other (expense) income, net     (134)     107 
Income before income tax     27,493      18,468 
                 
Income tax expense     6,844      5,377 
                 
Net income     20,649      13,091 
Less: Net income attributable to non-controlling interest     3,614      4,108 
Net income attributable to common stock   $ 17,035    $ 8,983 
                 
Weighted average common shares outstanding                

Basic     8,047      7,956 
Diluted     8,148      8,015 

                 
Earnings per share attributable to common stock                

Basic   $ 2.12    $ 1.13 
Diluted   $ 2.09    $ 1.12 

 
See accompanying notes to consolidated financial statements.
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PERMA-PIPE INTERNATIONAL HOLDINGS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(In thousands)
 

    Year ended January 31,  
    2026     2025  
                 
Net income   $ 20,649    $ 13,091 
                 
Other comprehensive income                

Currency translation adjustments, net of tax     518      (2,646)
Comprehensive income   $ 21,167    $ 10,445 

Less: Comprehensive income attributable to non-controlling interest     3,614      4,108 
Total comprehensive income attributable to common stock   $ 17,553    $ 6,337 

 
See accompanying Notes to Consolidated Financial Statements.
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PERMA-PIPE INTERNATIONAL HOLDINGS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(In thousands, except per share data)
 

    January 31,  
    2026     2025  
ASSETS                
Current assets                

Cash and cash equivalents   $ 18,720    $ 15,716 
Restricted cash     3,575      1,401 
Trade accounts receivable, less allowance for doubtful accounts of $1,571 at January 31, 2026 and $703 at
January 31, 2025     66,023      43,148 
Inventories     18,115      16,622 
Prepaid expenses and other current assets     6,835      10,045 
Unbilled accounts receivable     28,814      18,936 
Costs and estimated earnings in excess of billings on uncompleted contracts     4,652      2,934 

Total current assets     146,734      108,802 
Long-term assets                

Property, plant and equipment, net of accumulated depreciation     44,116      35,365 
Operating lease right-of-use asset     13,054      8,199 
Deferred tax assets     5,954      6,639 
Goodwill     2,188      2,057 
Other long-term assets     5,440      4,179 

Total long-term assets     70,752      56,439 
Total assets   $ 217,486    $ 165,241 
LIABILITIES AND STOCKHOLDERS' EQUITY                
Current liabilities                

Trade accounts payable   $ 24,541    $ 23,691 
Accrued compensation and payroll taxes     1,449      1,388 
Commissions and management incentives payable     6,580      5,840 
Short-term borrowings and current maturities of long-term debt     19,843      9,246 
Customers' deposits     11,853      2,506 
Operating lease liability short-term     2,196      1,071 
Other accrued liabilities     7,235      6,697 
Billings in excess of costs and estimated earnings on uncompleted contracts     2,153      1,249 
Income taxes payable     3,939      2,375 

Total current liabilities     79,789      54,063 
Long-term liabilities                

Long-term debt, less current maturities     4,169      3,669 
Long-term finance obligation     8,527      11,551 
Deferred compensation liabilities     1,781      1,689 
Deferred tax liabilities     1,816      1,320 
Operating lease liability long-term     12,125      7,713 
Other long-term liabilities     2,978      2,131 

Total long-term liabilities     31,396      28,073 
Non-controlling interest     15,663      10,967 
Commitments and contingencies (See Item 3)                  
Stockholders' equity                

Common stock, $.01 par value, authorized 50,000 shares; 8,122 issued and outstanding at January 31, 2026
and 7,983 issued and outstanding at January 31, 2025     81      80 
Additional paid-in capital     61,097      60,151 
Retained earnings     37,139      20,104 
Accumulated other comprehensive loss     (7,679)     (8,197)

Total stockholders' equity     90,638      72,138 
Total liabilities and stockholders' equity   $ 217,486    $ 165,241 
               

 
See accompanying notes to consolidated financial statements.
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PERMA-PIPE INTERNATIONAL HOLDINGS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

(In thousands, except share data)
 

   
Common

Stock    

Additional
Paid-in
Capital    

Retained
Earnings    

Treasury
Stock    

Accumulated
Other

Comprehensive
Loss    

Total
Stockholders'

Equity  
Total stockholders' equity on January 31,
2024   $ 80    $ 60,063    $ 12,088    $ (968)   $ (5,551)   $ 65,712 
                                                 
Net income     -      -      8,983      -      -      8,983 
Common stock withheld related to net share
settlement of equity awards     1      (126)     -      -      -      (125)
Retirement of treasury stock     (1)           (967)     968            - 
Stock-based compensation expense     -      860      -      -      -      860 
Amount attributable to non-controlling
interest     -      (646)     -      -      -      (646)
Foreign currency translation adjustment     -      -      -      -      (2,646)     (2,646)
Total stockholders' equity on January 31,
2025   $ 80    $ 60,151    $ 20,104    $ -    $ (8,197)   $ 72,138 
                                                 
Net income     -      -      17,035      -      -      17,035 
Common stock withheld related to net share
settlement of equity awards     1      (510)     -      -      -      (509)
Retirement of treasury stock     -      -      -      -      -      - 
Stock-based compensation expense     -      2,537      -      -      -      2,537 
Amount attributable to non-controlling
interest     -      (1,081)     -      -      -      (1,081)
Foreign currency translation adjustment     -      -      -      -      518      518 
Total stockholders' equity on January 31,
2026   $ 81    $ 61,097    $ 37,139    $ -    $ (7,679)   $ 90,638 
 
Shares   2025     2024  
Balances at beginning of year     7,982,568      8,016,781 
Treasury stock retired     -      (112,015)
Shares issued, net of shares used for tax withholding     138,981      77,802 
Balance end of year     8,121,549      7,982,568 
 

See accompanying notes to consolidated financial statements.
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PERMA-PIPE INTERNATIONAL HOLDINGS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)
 

    Year ended January 31,  
    2026     2025  
Operating activities                

Net income   $ 20,649    $ 13,091 
Adjustments to reconcile net income to net cash provided by operating activities                

Depreciation and amortization     4,910      3,629 
Deferred tax expense     1,112      1,617 
Stock-based compensation expense     2,537      860 
Provision on uncollectible accounts     880      4 
(Gain) loss on disposal of fixed assets     (16)     292 

Changes in operating assets and liabilities                
Accounts payable     481      (1,169)
Accrued compensation and payroll taxes     772      1,530 
Inventories     (1,360)     (1,817)
Customers' deposits     9,343      (1,637)
Income tax receivable     15      - 
Prepaid expenses and other current assets     3,247      (447)
Accounts receivable     (22,559)     2,465 
Costs and estimated earnings in excess of billings on uncompleted contracts     (1,718)     163 
Billings in excess of costs and estimated earnings on uncompleted contracts     904      753 
Unbilled accounts receivable     (9,943)     (2,987)
Other assets and liabilities     (85)     (2,419)

Net cash provided by operating activities     9,169      13,928 
Investing activities                

Capital expenditures     (10,440)     (2,875)
Proceeds from sales of property and equipment     17      27 

Net cash used in investing activities     (10,423)     (2,848)
Financing activities                

Proceeds from revolving lines     91,857      76,344 
Payments of debt on revolving lines     (84,210)     (76,540)
Payments of debt on mortgage     (222)     (360)
Payments of principal on finance obligation     (229)     (187)
Increase (decrease) in drafts payable     (17)     46 
Payments on finance lease obligations, net     (84)     (31)
Stock options exercised and taxes paid related to restricted shares vested     (509)     (179)

Net cash provided by (used in) financing activities     6,586      (907)
Effect of exchange rate changes on cash, cash equivalents and restricted cash     (154)     (296)
Net increase in cash, cash equivalents and restricted cash     5,178      9,877 
Cash, cash equivalents and restricted cash - beginning of period     17,117      7,240 
Cash, cash equivalents and restricted cash - end of period   $ 22,295    $ 17,117 
Supplemental cash flow information                

Interest paid   $ 1,768    $ 1,928 
Income taxes paid     4,055      3,714 
Fixed assets acquired under financing leases - non-cash     711      - 
Fixed assets acquired - non-cash     257      21 

 
 

See accompanying notes to consolidated financial statements.
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PERMA-PIPE INTERNATIONAL HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEARS ENDED JANUARY 31, 2026 AND 2025
(Tabular amounts in thousands, except per share data, or unless otherwise specified)

 
Note 1 - Business information
 
Perma-Pipe International Holdings, Inc. ("PPIH", the "Company", "we", or "our") was incorporated in Delaware on October  12, 1993. The Company is
engaged in the manufacture and sale of products in one distinct segment: Piping Systems.
 
Fiscal year. The Company's fiscal year ends on January 31. Years, results and balances described as 2025 and 2024 are for the fiscal years ended January 31,
2026 and 2025, respectively.
 
Nature of business. The Company engineers, designs, manufactures and sells specialty piping systems and leak detection systems. Specialty piping systems
include: (i) insulated and jacketed district heating and cooling ("DHC") piping systems for efficient energy distribution from central energy plants to multiple
locations, (ii) primary and secondary containment piping systems for transporting chemicals, hazardous fluids and petroleum products, and (iii) the coating
and/or insulation of oil and gas gathering and transmission pipelines, and (iv) liquid and powder based anti-corrosion coatings applied both to the external and
internal surfaces of steel pipe, including shapes such as bends, reducers, tees, and other spools/fittings used in pipelines for the transportation of oil and gas
products and potable water. The Company's leak detection systems are sold with its piping systems or on a stand-alone basis, to monitor areas where fluid
intrusion may contaminate the environment, endanger personal safety, cause a fire hazard, impair essential services or damage equipment or property.
 
Geographic information. Net sales are attributed to geographic areas based on the location of the facility from which the product is shipped. Sales originating
from international operations represented 71.7% and 66.9% of total net sales in 2025 and 2024, respectively. Long-lived assets, which consist of property,
plant, and equipment, are attributed to geographic areas based on their physical location.
 
    2025     2024  
Net sales                
United States   $ 59,601    $ 52,495 
Canada     48,070      32,756 
United Arab Emirates     47,311      23,875 
Saudi Arabia     45,395      37,663 
Other     10,548      11,595 

Total net sales   $ 210,925    $ 158,384 
                 
Property, plant and equipment, net of accumulated depreciation                
United States   $ 4,116    $ 4,650 
Canada     11,715      9,622 
United Arab Emirates     12,308      10,683 
Saudi Arabia     10,796      7,483 
Other     5,181      2,927 

Total property, plant and equipment, net of accumulated depreciation   $ 44,116    $ 35,365 
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Note 2 - Significant accounting policies
 
Principles of Consolidation and Basis of Presentation. The consolidated financial statements include the accounts of the Company and its subsidiaries. This
includes all wholly owned subsidiaries as well as certain joint ventures in which the Company has a controlling financial interest. All intercompany balances
and transactions have been eliminated. Certain amounts in prior periods have been reclassified to conform to the current year presentation.
 
Use of estimates. The preparation of financial statements in conformity with U.S. generally accepted accounting principles requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of the financial
statements, and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.
 
Revenue recognition. In accordance with Accounting Standards Codification ("ASC") 606, Revenue from Contracts with Customers, the Company recognizes
revenue for certain contracts when a customer obtains control of promised goods or services.  Other contracts recognize revenues using periodic recognition of
income. For these contracts, the Company uses the "over time" accounting method. Under the input approach, income is recognized in each reporting period
based on the status of the uncompleted contracts and the current estimates of costs to complete. The amount of revenue recognized is  determined  by the
relationship of costs incurred to the total estimated costs of the contract. Provisions are made for estimated losses on uncompleted contracts in the period in
which such losses are  determined. Changes in job performance, job conditions, and estimated profitability, including those arising from contract penalty
provisions and final contract settlements, may result in revisions to costs and income. Such revisions are recognized in the period in which they are determined.
Claims for  additional  compensation due to the Company are recognized in contract revenues when realization is  probable,  the amount can be reliably
estimated, and the amount is not subject to reversal. Under the output method, revenue is recognized based on the direct measurement of the value of goods or
services transferred to date  relative  to the remaining goods promised under the contract.  See Note 4 - Revenue recognition, in the Notes to Consolidated
Financial Statements, for further information relating to input and output accounting methods.  
 
Shipping and handling. Shipping and handling costs are included in cost of sales, and the amounts invoiced to customers relating to shipping and handling are
included in net sales.
 
Operating cycle. The length of contracts varies but is typically less than one year. The Company includes in current assets and liabilities amounts realizable and
payable in the normal course of contract completion unless completion of such contracts extends significantly beyond one year.
 
Consolidation. The consolidated financial statements include the accounts of the Company and its subsidiaries. This includes all wholly owned subsidiaries as
well as certain joint ventures in which the Company has a controlling financial interest. All intercompany balances and transactions have been eliminated.
 
Translation of foreign currency. Assets and liabilities of consolidated foreign subsidiaries are translated into U.S. dollars at exchange rates in effect at year-
end. Revenues and expenses are translated at average exchange rates prevailing during the year. The resulting translation adjustments are included in
stockholders' equity as part of accumulated other comprehensive loss. Gains or losses on foreign currency transactions and the related tax effects are reflected
in net income. The aggregate  foreign exchange transaction  loss recognized in the income statement was $0.3 million in both 2025 and 2024. Additionally,
translation adjustments attributable to intercompany transactions, such as loans and receivables, are included in stockholders' equity as part of accumulated
other comprehensive loss.
 
Contingencies. The Company is subject to various legal proceedings and claims that arise in the ordinary course of business, including those involving
environmental, tax, product liability and general liability claims. The Company accrues for such liabilities when it is probable that future costs will be incurred,
and the amount can be reasonably estimated. Such accruals are based on developments to date, the Company's estimates of the outcomes of these matters, and
its experience in contesting, litigating and settling other similar matters. The Company does not currently anticipate the amount of any ultimate liability with
respect to these matters will materially affect the Company's financial position, liquidity, or future operations.
 
Cash and cash equivalents. All highly liquid investments with a maturity of three months or less when purchased are considered to be cash equivalents. Cash
and cash equivalents was $18.7 million and $15.7 million as of January 31, 2026 and 2025, respectively. On January 31, 2026, $0.2 million was held in the
United States and $18.5 million was held by foreign subsidiaries. On January 31, 2025, $0.3 million was held in the United States and $15.4 million was held
by foreign subsidiaries.
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Restricted cash. There was no restricted cash held in the United States on January 31, 2026 or 2025. Restricted cash held by foreign subsidiaries was $3.6
million and $1.4 million as of January 31, 2026 and 2025, respectively. Restricted cash held by foreign subsidiaries related to fixed deposits that also serve as
security deposits and guarantees.
 
    2025     2024  
Cash and cash equivalents   $ 18,720    $ 15,716 
Restricted cash     3,575      1,401 

Cash, cash equivalents and restricted cash as presented in the statement of cash flows   $ 22,295    $ 17,117 
 
Accounts receivable. The majority of the Company's accounts receivable are due from geographically dispersed contractors and manufacturing companies.
Credit is extended based on an evaluation of a customer's financial condition. In the United States, collateral is not generally required. In the United Arab
Emirates ("U.A.E."), Saudi Arabia, Egypt and India, letters of credit are usually obtained for significant orders. Accounts receivable are due within various time
periods specified in the terms applicable to the specific customer and are stated as amounts due from customers net of an allowance for claims and doubtful
accounts. Standard payment terms are generally net 30 to 60 days. The Company maintains an allowance for credit losses for accounts receivable. The
assessment of the allowance for credit losses involves certain judgments and estimates. Management estimates the allowance balance using relevant available
information from internal and external sources relating to past events, current conditions and reasonable and supportable forecasts. The Company may also
establish an allowance for credit losses for specific receivables when it is probable that a specific receivable will not be collected and the loss can be reasonably
estimated. Past due trade accounts receivable balances are written off when the Company's collection efforts have been unsuccessful in collecting the amount
due and the amount is deemed uncollectible. The write off is recorded against the allowance for credit losses. 
 
Concentration of credit risk. The Company maintains its U.S. cash in bank deposit accounts at financial institutions that are insured by the Federal Deposit
Insurance Corporation ("FDIC"). Cash balances are below FDIC limits. The Company has not experienced any losses in such accounts. The Company's foreign
cash is held in accounts at multiple institutions in the various countries in which the Company operates, limiting the concentration of risk internationally. The
Company maintains a broad and diversified customer base, operating throughout the United States, the Middle East, and Canada.
 
As of January 31, 2026, one customer accounted for approximately 23% of the Company’s total accounts receivable. For the year ended January 31, 2026, this
same customer represented approximately 12% of total net sales. As of January 31, 2025, and for the year then ended, no single customer accounted for more
than 10% of total accounts receivable or net sales. The Company monitors the creditworthiness of this customer on an ongoing basis. As of January 31, 2026,
no allowance for credit losses was deemed necessary as the Company expects to collect the full carrying value of the outstanding balance.
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Accumulated other comprehensive loss. Accumulated other comprehensive loss represents the change in equity from non-owner transactions and consists of
foreign currency translation.
 

   

Foreign Currency
Translation

Adjustments    

Total Accumulated
Other

Comprehensive
Loss  

Balance as of January 31, 2024   $ (5,551)   $ (5,551)
Currency translation adjustments     (2,971)     (2,971)
Tax effect of currency translation adjustments     325      325 

Balance as of January 31, 2025     (8,197)     (8,197)
Currency translation adjustments     612      612 
Tax effect of currency translation adjustments     (94)     (94)

Balance as of January 31, 2026   $ (7,679)   $ (7,679)
 
 
Inventories. Inventories are stated at the lower of cost or net realizable value. Cost is determined using the first-in, first-out method for all inventories.
 
    2025     2024  
Raw materials   $ 18,178    $ 16,374 
Work in process     447      745 
Finished goods     300      366 

Subtotal     18,925      17,485 
Less allowance     (810)     (863)

Inventories   $ 18,115    $ 16,622 
 
The Company conducts periodic reviews of its inventory and records allowances for slow moving and obsolete items to reflect their net realizable value, which
is primarily attributable to finished goods.
 
 
Long-lived assets. Property, plant and equipment are stated at cost. Interest is capitalized in connection with the construction of facilities and amortized over
the estimated useful life of the asset. Long-lived assets are reviewed for possible impairment whenever events indicate that the carrying amount of such assets
may not be recoverable. If such a review indicates impairment, the carrying amount of such assets is reduced to an estimated fair value.
 
Depreciation is computed using the straight-line method over the estimated useful lives of assets, as presented in the following table. Leasehold improvements
are depreciated over the remaining life of the lease or its useful life, whichever is shorter. Amortization of finance lease assets is included in depreciation.
Depreciation expense was approximately $3.2 million and $3.6 million in the years ended  January 31, 2026 and 2025, respectively.
 
    Useful Life (Years)     2025     2024  
Land, buildings and improvements     3 - 30     $ 29,586    $ 26,276 
Machinery and equipment     3 - 10       57,583      50,360 
Furniture, office equipment and computer systems     3 - 7       3,417      3,218 
Transportation equipment     3       1,159      1,184 

Subtotal            91,745      81,038 
Less accumulated depreciation            (47,629)     (45,673)

Property, plant and equipment, net of accumulated depreciation          $ 44,116    $ 35,365 
 
Impairment of long-lived assets. The Company's assessment of long-lived assets and other identifiable intangibles is based upon factors that market
participants would use in accordance with the accounting guidance for the fair value measurement of assets. At  January 31, 2026, the Company performed
an assessment to determine whether there were any triggering events that may have occurred which could indicate that the carrying value of the Company's
long-lived assets are not recoverable. Based on this assessment, the Company did not identify any triggering events that would indicate that the carrying
amounts may not be recoverable with respect to long-lived assets. Accordingly, there was no impairment charge for the year ended  January 31, 2026. 
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Goodwill. The purchase price of an acquired company is allocated between intangible assets and the net tangible assets of the acquired business with the
residual of the purchase price recorded as goodwill. All identifiable goodwill as of January 31, 2026 and 2025, is attributable to the purchase of the remaining
50% interest in Perma-Pipe Canada, Ltd., which occurred in 2016. 
 
The following table provides a reconciliation of changes in the carrying amount of goodwill:
 
    2025     2024  
Balance at beginning of year   $ 2,057    $ 2,222 
Foreign exchange adjustment     131      (165)

Balance at end of year   $ 2,188    $ 2,057 
 
The Company performs an impairment assessment of goodwill annually as of January 31, or more frequently if triggering events occur, based on the estimated
fair value of the related reporting unit or intangible asset. At  January 31, 2026, the Company performed a qualitative assessment to determine whether there
were any triggering events that may have occurred which could indicate that more likely than not that the fair value of the reporting unit did not exceed its
carrying amount. Based on this assessment, the Company did not identify any triggering events that would indicate that the fair value is less than the carrying
value of the reporting unit for the year ended  January 31, 2026. Accordingly, performing a quantitative goodwill impairment test was not required. 
 
Other intangible assets with definite lives. The Company owns several patents including those covering features of its piping and electronic leak detection
systems. Patents are capitalized and amortized on a straight-line basis over a period not to exceed the legal lives of the patents. The Company expenses costs
incurred to renew or extend the term of intangible assets. Gross patents were $2.8 million and $2.7 million as of January 31, 2026 and 2025, respectively.
Accumulated amortization was approximately $2.6 million as of  January 31, 2026 and 2025. Amortization over the next five fiscal years will be less than $0.1
million and an insignificant amount thereafter. Amortization expense is expected to be recognized over the weighted-average period of 8.7 years.
 
Research and development. Research and development expenses consist of materials, salaries and related expenses of engineering personnel and outside
services for product development projects. Research and development costs are expensed as incurred. Research and development expense was insignificant in
the years ended   January 31, 2026 and  January 31, 2025.
 
Income taxes. Deferred income taxes have been provided for temporary differences arising from differences in the basis of assets and liabilities for tax and
financial reporting purposes. Deferred income taxes on temporary differences have been recorded at the current tax rate. The Company assesses its deferred tax
assets and liabilities for realizability at each reporting period. A valuation allowance is recorded to reduce deferred tax assets when it is more likely than not that
a tax benefit will not be realized.
 
The Company recognizes a tax position in its consolidated financial statements only after determining that the relevant tax authority would more likely than not
sustain the position following an audit. For tax positions meeting the more likely than not threshold, the amount recognized in the financial statements is the
largest benefit that has a greater than 50% likelihood of being realized upon ultimate settlement with the relevant tax authority. For further information, see
Note 7 - Income taxes.
 
One of the base broadening provisions of the U.S. Tax Cuts and Jobs Act of 2017 ("Tax Act") is the Global Intangible Low-Taxed Income provisions
("GILTI"). In accordance with guidance issued by the Financial Accounting Standards Board (“FASB”) staff, the Company has adopted an accounting policy to
treat any GILTI inclusions as a period cost if and when incurred. Thus, for the years ended  January 31, 2026 and 2025, deferred taxes were computed without
consideration of the possible future impact of the GILTI provisions, and any current year impact was recorded as a part of the current portion of income tax
expense. 
 
Fair value of financial instruments. The Company classifies cash and cash equivalents, accounts receivable, and accounts payable based on carrying values
that approximate their fair value due to the short-term nature of these instruments. The carrying amount of the Company's short-term debt, revolving line of
credit and long-term debt approximate fair value because the majority of the amounts outstanding accrue interest at variable rates.
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Net income per common share. Earnings per share ("EPS") is computed by dividing net income attributable to common stock by the weighted average number
of common shares outstanding (basic). The Company adjusted for dilutive shares in 2025 and 2024, assuming conversion, exercise, or contingent issuance of
securities that would have an anti-dilutive effect on earnings per share. The dilutive shares are in the following table:
 
    2025     2024  
Basic weighted average number of common shares outstanding     8,047      7,956 
Dilutive effect of stock options and restricted stock units     101      59 

Weighted average number of common shares outstanding assuming full dilution     8,148      8,015 
                 
Restricted stock and stock options not included in the computation of diluted EPS of common stock because the
option exercise prices exceeded the average market prices     -      1 
Canceled options during the year     -      - 
Restricted stock and stock options with an exercise price below the average stock price     101      59 
 
Equity-based compensation. The Company issues or has issued various types of stock-based awards to employees and directors: restricted stock, deferred
stock and stock options. Non-cash compensation expense associated with restricted stock is based on the fair value of the common stock at the grant date, and
amortized using the straight line method over a vesting period range of one to four years. Compensation expense associated with deferred stock which has
been awarded to non-employee directors  is based upon the fair value of the common stock at the date of grant, and since the grant vests immediately it is
expensed on the date of the grant. Stock compensation expense for stock options is  recognized ratably over the requisite service period of the award. The
Black-Scholes option-pricing model is utilized to estimate the fair value of option awards.
 
Treasury Stock. In accordance with ASC 505, Equity, the Company accounts for share repurchases pursuant to the repurchase program under the cost method.
This results  in recognizing  the shares as treasury stock, a reduction of stockholders' equity  on the Consolidated Balance Sheets  and on the Consolidated
Statements of Stockholders' Equity. These amounts include costs associated with the acquisition of the shares. On August 29, 2024, the Company retired all
remaining treasury stock previously acquired under the stock repurchase program. The retirement was recorded as a reduction to common stock based on the
par value of the shares, and the excess over par value was recorded as a decrease in retained earnings in accordance with ASC 505-30, Equity - Treasury Stock. 
 
Segments. Operating segments are identified as components of an enterprise about which separate discrete financial information is available for evaluation by
the chief operating decision maker ("CODM") in making decisions regarding resource allocation and assessing performance. The Company’s Chief Executive
Officer is the CODM, and he uses the Company's consolidated financial information in determining how to allocate resources and assess performance. The
Company has determined that it operates as one segment.
 
Accounting Pronouncements Recently Adopted. In December 2023, the FASB issued ASU No. 2023-09, Income Taxes (Topic 740): Improvements to Income
Tax Disclosures. Pursuant to this standard update, companies are required to provide additional information, which is primarily attributable to the rate
reconciliation and income taxes paid. The Company adopted the standard effective for the year ended   January 31, 2026. The prospective adoption of this
standard update expanded the Company's disclosures related to income taxes, but did not impact its consolidated financial statements.
 
Accounting Pronouncements Not Yet Adopted. In November 2024, the FASB issued ASU No. 2024-03, Income Statement - Reporting Comprehensive Income
- Expense Disaggregation Disclosures (Subtopic 220-40): Disaggregation of Income Statement Expenses. In accordance with this standard update, companies
are required to disclose specified information about certain costs and expenses in the notes to the financial statements at each interim and annual reporting
period. The amendments are effective for fiscal years beginning after December 15, 2026, and for interim periods within fiscal years beginning after December
15, 2027. Early adoption is permitted. The Company is currently evaluating the impact of this standard update on its consolidated financial statements and
related disclosures.
 
In September 2025, the FASB issued ASU No. 2025-06, Intangibles - Goodwill and Other Internal-Use Software (Subtopic 350-40): Targeted Improvements to
the Accounting for Internal-Use Software, aimed at modernizing the guidance for internal-use software development. This guidance removes reference to
"development stages" and introduces a "probable-to-complete" recognition threshold to determine when to begin capitalizing software costs. This guidance will
be effective starting with our quarterly report for the fiscal quarter ending April 30, 2028, with prospective, retrospective, or modified transition methods
allowed and early adoption permitted. We are currently evaluating the impact of this ASU, including our timing and method of adoption.
 
In December 2025, the FASB issued ASU No. 2025-11, Interim Reporting (Topic 270): Narrow-Scope Improvements (“ASU 2025-11”). ASU 2025-11 is
intended to update the guidance in Topic 270 by improving navigability of the required interim disclosures, clarifying when that guidance is applicable and
adding a principle that requires entities to disclose events since the end of the last annual reporting period that have a material impact on the entity. This
standard update will be effective for interim reporting periods within annual reporting periods beginning after December 15, 2027, with early adoption
permitted at any time prior to the effective date and should be applied either prospectively to financial statements issued for reporting periods after the effective
date or retrospectively to any or all prior periods presented in the financial statements. We are currently evaluating the impact of the standard on our
consolidated financial statements and related disclosures.
 

33



Table of Contents
Index to Consolidated Financial Statements
 
Note 3 - Retention
 
A retention receivable is a portion of an outstanding receivable balance amount withheld by a customer until a contract is fully completed as specified in the
contract. As of   January 31, 2026  and 2025, the Company had short-term retention receivables of $3.0 million and $3.3 million, respectively, which were
included as a component of trade accounts receivable. Additionally, the Company had long-term retention receivables of $3.0 million and $2.6 million as of 
January 31, 2026  and 2025, respectively. The long-term retention receivable balances were included as a component of other long-term assets on the
Consolidated Balance Sheets.
 
In 2015, the Company completed a project in the Middle East with billings in the aggregate amount of approximately $41.9 million. The system has not yet
been commissioned by the customer. Nevertheless, the Company has settled approximately $ 40.7 million as of January 31, 2026 , with a remaining balance
due in the amount of $ 1.2 million, all of which pertains to retention clauses within the agreements with the Company's customer, and which become payable
by the customer when this project is fully tested and commissioned. Of this retention amount, $ 1.2 million is classified as a long-term asset.
 
The Company is actively pursuing collection of the customer’s outstanding balances. During 2025 and 2024, partial payments of $0.6 million and $0.4 million
were received, respectively. Furthermore, the Company was engaged by the customer for additional work in 2026 under customary trade credit terms, reflecting
continued cooperation between the parties. Based on these factors, no allowance for credit losses was recorded against this receivable as of January 31, 2026. If
collection efforts prove unsuccessful, an allowance for all or substantially all of the remaining balance may be required in future periods.

For further information regarding accounts receivable, see Note 2 - Significant accounting policies, in the Notes to Consolidated Financial Statements.
 
Note 4 - Revenue recognition 
 
The Company accounts for its revenues under ASC 606, Revenue from Contracts with Customers.
 
Revenue from contracts with customers
 
The Company defines a contract as an agreement that has approval and commitment from both parties, defined rights and identifiable payment terms, which
ensures the contract has commercial substance and that collectability is reasonably assured.
 
The Company’s standard revenue transactions are classified into two main categories:

 
  1) Specialty Piping Systems and Coating - which include all bundled products in which Perma-Pipe engineers, and manufactures pre-

insulated specialty piping systems mainly relating to the district heating and cooling and energy & industrial markets.
 
  2) Products - which include cables, leak detection products, heat trace products, material/goods not bundled with piping or flowline

systems, and field services not bundled into a project contract.
 

In accordance with ASC 606-10-25-27 through 29, the Company recognizes specialty piping and coating systems revenue over time as the manufacturing
process progresses because one of the following conditions exist:

 
  1) The customer owns the material that is being insulated or coated, so the customer controls the asset and thus the work-in-process; or
 
  2) The customer controls the work-in-process due to the custom nature of the pre-insulated, fabricated system being manufactured, which

has no alternative future use, and there is a right to payment for work performed to date plus profit margin. 
 

Products revenue is recognized at a point in time when control of the promised goods is transferred to the customer, generally upon shipment, or as services are
performed (ASC 606-10-25-30).
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A breakdown of the Company's revenues by revenue class for the years ended January 31, 2026 and 2025 is as follows.
 
    2025     2024  
    Sales     % to Total     Sales     % to Total  
Products   $ 15,777      7%  $ 14,112      9%
                                 
Specialty Piping Systems and Coating                                
Revenue recognized under input method     52,210      25%    45,606      29%
Revenue recognized under output method     142,938      68%    98,666      62%

Total   $ 210,925      100%  $ 158,384      100%
 
The input method  is used by certain operating entities to measure revenue by the costs incurred to date relative to the total estimated  costs to satisfy the
performance obligation. Generally, these contracts are considered a single performance obligation satisfied over time. Due to the custom nature of the goods
and services, the Company believes this method is the most faithful depiction of the transfer of goods and services to the customer as it measures the value of
the work performed. Costs include all material, labor, and direct costs incurred to satisfy the performance obligations of the contract. Revenue recognition
begins when a project's costs are initially incurred. Estimates of total contract costs are reviewed and revised periodically as work progresses.
 
The output method is used by all  other operating entities to measure revenue by the direct measurement of the value of goods or services transferred to
date relative to the remaining goods promised under the contract. Due to the requirements of certain customers, these contracts often require formal inspection
protocols or specific export documentation for units produced. Therefore, the output method is the most faithful depiction of the Company’s performance.
Depending on the terms of the contract, revenue may be recognized upon the transfer of control, which may occur when units are produced, inspected, and held
by the Company at the customer’s request, or when units are produced, inspected, and shipped.

 
Some of the Company’s operating entities invoice and collect milestones or other contractual obligations prior to the transfer of goods and services, but do not
recognize revenue until the performance obligations are satisfied under the methods discussed above. These amounts are recorded as contract liabilities on the
Consolidated Balance Sheets until the performance obligation is satisfied.

 
Contract modifications that occur prior to the start of the manufacturing process will supersede the original contract and revenue is recognized using the
modified contract value. Contract modifications that occur during the manufacturing process (changes in scope of work, job performance, material costs, and/or
final contract settlements) are recognized in the period in which the revisions become known. Provisions for estimated losses on uncompleted contracts are
recorded in the period in which such losses are determined.
 
The transaction price  associated with the Company's contracts with customers is  generally determined based on the fixed amount of consideration  as
specified in a contract that is generally not subject to change. Additionally, from time to time the transaction price may also include variable consideration in
certain instances where  it is deemed probable that a significant reversal of cumulative revenue recognized will not occur. The aggregate of these amounts
represents the total transaction price, which excludes amounts that are attributable to sales and value added taxes, or amounts collected on behalf of third
parties. The total transaction price is allocated to the performance obligations and recognized as revenue based on the project type and the method used to
measure the transfer of promised goods and services to customers. Transaction prices relating to cost-plus contracts are determined by applying the applicable
profit margin to costs incurred, whereas transaction prices relating to fixed-price contracts are determined on a lump-sum basis. Standard payment terms are
generally net 30 to 60 days, which are customer-specific. 
 
Contract assets and liabilities

 
Contract assets represent revenue recognized in excess of amounts billed for contract work in progress for which the Company has a valid contract and an
enforceable right to payment for work completed. Contract liabilities represent billings in excess of costs and estimated earnings for contract work in progress
for which the Company has a valid contract and an enforceable right to payment for work completed. Both customer billings and the satisfaction (or partial
satisfaction) of the performance obligation(s) occur throughout the manufacturing process and impact the period-end balances in these accounts. In addition,
contract assets include receivables or amounts that are billable based on milestones or conditions beyond the mere passage of time. For additional information,
see Note 3 - Retention, in the Notes to Consolidated Financial Statements, and Unbilled accounts receivable, as further described below. 
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The Company anticipates that substantially all costs incurred on uncompleted contracts as of  January 31, 2026 will be billed and collected within one year.
 
The following table shows the reconciliation of the cost in excess of billings and billings in excess of costs:
 
    2025     2024  
Costs incurred on uncompleted contracts   $ 17,562    $ 11,621 
Estimated earnings     12,721      9,366 
Earned revenue     30,283      20,987 
Less billings to date     27,784      19,302 

Costs in excess of billings, net   $ 2,499    $ 1,685 
Balance sheet classification                
Contract assets: Costs and estimated earnings in excess of billings on uncompleted contracts   $ 4,652    $ 2,934 
Contract liabilities: Billings in excess of costs and estimated earnings on uncompleted contracts     (2,153)     (1,249)

Costs in excess of billings, net   $ 2,499    $ 1,685 
 
Substantially all of the $1.2 million and $0.5 million contract liabilities balances at   January 31, 2025 and 2024,  respectively, were recognized in revenues
during 2025 and 2024, respectively.
 
Unbilled accounts receivable
 
The Company has recorded $28.8 million and $18.9 million of unbilled accounts receivable on the Consolidated Balance Sheets as of  January 31, 2026 and
2025, respectively, from revenues generated by certain of its subsidiaries. In these instances, the Company has fulfilled all performance obligations and has
recorded revenue under the respective contracts. The deliverables under these contracts have been accepted by the customer,  and the Company has an
unconditional right to payment; however, billings will be made once the customer takes possession of or arranges shipping for the products. The Company
anticipates that substantially all of the amounts included in unbilled accounts receivable as of  January 31, 2026 will be billed within one year. 
 
Practical expedients
 
Costs to obtain a contract are not considered to be incremental or material, and project duration generally does not span more than one year. Accordingly, the
Company applies a practical expedient for these types of costs and as such, they are expensed in the period incurred. 
 
As a result of the Company's contracts having an expected duration of less than one year, a practical expedient was applied regarding disclosure of the
aggregate amount and future timing of performance obligations that are unsatisfied or partially satisfied as of the end of the reporting period. 
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Note 5 - Debt
 
During the current year, the Company disaggregated its ‘Revolving lines - foreign' into ‘Revolving credit agreement – United Arab Emirates,' ‘Revolving credit
agreement – Egypt,’ and ‘Revolving credit agreement – Saudi Arabia.’ Further, ‘Short-term debt’ and ‘Long-term debt’ were stratified by underlying instrument
for presentation purposes. This refined presentation provides more detailed information regarding the Company’s capital structure. Prior period amounts have
also been disaggregated to conform to the current year presentation. This update in presentation had no impact on total liabilities, net income, or cash flows.
 
    2025     2024  
Short-term debt                

Revolving credit agreement - North America   $ 10,749    $ 6,765 
Revolving credit agreement - United Arab Emirates     2,573      465 
Revolving credit agreement - Egypt     190      - 
Revolving credit agreement - Saudi Arabia     2,909      1,545 
Finance obligation - buildings and land     267      225 
Mortgage note     228      221 
Finance lease obligation     174      32 
Loan payable to GIG     2,753      - 

Total short-term debt   $ 19,843    $ 9,253 
Long-term debt                

Finance obligation - buildings and land   $ 8,527    $ 8,798 
Mortgage note     3,737      3,735 
Loan payable to GIG     -      2,753 
Finance lease obligation     541      43 
Unamortized debt issuance costs     (109)     (116)

Total long-term debt   $ 12,696    $ 15,213 
 
The following table summarizes the Company's scheduled maturities in each of the next five fiscal years:
 
    Total     2026     2027     2028     2029     2030     Thereafter  
Revolving line - North America   $ 10,749    $ 10,749    $ -    $ -    $ -    $ -      - 
Mortgage note     3,965      228      235      235      235      235      2,797 
Revolving lines - foreign     5,672      5,672      -      -      -      -      - 
Long-term finance obligation     8,794      267      309      354      406      461      6,997 
Finance lease obligations     715      174      150      145      149      97      - 
Loan payable to GIG     2,753      2,753      -      -      -      -      - 

Total   $ 32,648    $ 19,843    $ 694    $ 734    $ 790    $ 793    $ 9,794 
 
Revolving lines - North America. On September 20, 2018, the Company and certain of its U.S. and Canadian subsidiaries (collectively, together with the
Company, the “North American Loan Parties”) entered into a Revolving Credit and Security Agreement (the “Credit Agreement”) with PNC Bank, National
Association ("PNC"), as administrative agent and lender, providing for a three-year, $18  million Senior Secured Revolving Credit Facility, subject to a
borrowing base including various reserves (the “Senior Credit Facility”).
 
On September 17, 2021, the North American Loan Parties executed an extension of the Credit Agreement with PNC, providing for a new five-year, $18 million
senior secured revolving credit facility, subject to a borrowing base including various reserves (the “Renewed Senior Credit Facility”). The
Company's  obligations under the Renewed Senior Credit Facility are currently guaranteed by Perma-Pipe Canada, Inc. Each of the North American Loan
Parties other than Perma-Pipe Canada, Inc. is a borrower under the Renewed Senior Credit Facility (collectively, the “Borrowers”). The Renewed Senior Credit
Facility matures on September 20, 2026.
 
The Borrowers have used and will continue to use borrowings under the Renewed Senior Credit Facility (i)  to fund future capital expenditures; (ii)  to fund
ongoing working capital needs; and (iii)  for other corporate purposes, including potentially additional stock  repurchases. Borrowings under the Renewed
Senior Credit Facility bear interest at a rate equal to an alternate base rate, SOFR rate index, plus, in each case, an applicable margin. The applicable margin is
based on a fixed charge coverage ratio ("FCCR") range. Interest on alternate base rate borrowings is the alternate base rate (as defined in the Renewed Senior
Credit Facility) plus an applicable margin ranging from 1.00% to 1.50%, based on the FCCR in the most recently reported period. Interest on SOFR rate
borrowings is the SOFR rate (as defined in the Renewed Senior Credit Facility) plus an applicable margin ranging from 2.00% to 2.50%, based on the FCCR in
the most recently reported period, as well as an additional SOFR adjustment ranging from 0.10% to 0.25%, based on the term of the interest period.
Additionally, the Borrowers pay a 0.25% per annum facility fee on the unused portion of the Renewed Senior Credit Facility. 
 
Subject to certain exceptions, borrowings under the Renewed Senior Credit Facility are secured by substantially all of the North American Loan Parties’ assets.
Subject to certain qualifications and exceptions, the Renewed Senior Credit Facility contains covenants that, among other things, restrict the North American
Loan Parties’ ability to create liens, merge or consolidate, consummate acquisitions, make investments, dispose of assets, incur debt, and pay dividends and
other distributions. In addition, the North American Loan Parties may not make capital expenditures in excess of $5.0 million annually, plus a limited carryover
of unused amounts. Further, the North American Loan Parties may not make repurchases of the Company's common stock in excess of $3.0 million. 
 

37



Table of Contents
Index to Consolidated Financial Statements
 
The Renewed Senior Credit Facility also contains financial covenants requiring the North American Loan Parties to achieve a ratio of its EBITDA (as defined
in the Renewed Senior Credit Facility) to the sum of scheduled cash principal payments on indebtedness for borrowed money and interest payments on the
advances under the Renewed Senior Credit Facility to be not less than 1.10 to 1.00 for any five consecutive days in which the undrawn availability is less than
$3.0 million or any day in which the undrawn availability is less than $2.0 million. As of January 31, 2026, the calculated ratio was greater than 1.10 to 1.00. In
order to cure any future breach of these covenants by the North American Loan Parties, the Company may repatriate cash from any of its foreign subsidiaries
that are otherwise not a party to the Renewed Senior Credit Facility in an amount which, when added to the amount of the Company’s Consolidated EBITDA,
would result in compliance on a pro forma basis. The Company was in compliance with respect to these covenants as of and for the year ended  January 31,
2026.
 
The Renewed Senior Credit Facility contains customary events of default. If an event of default occurs and is continuing, then PNC may terminate all
commitments to extend further credit and declare all amounts outstanding under the Renewed Senior Credit Facility due and payable immediately. In addition,
if any of the North American Loan Parties or certain of their subsidiaries become the subject of voluntary or involuntary proceedings under any bankruptcy,
insolvency or similar law, then any outstanding obligations under the Renewed Senior Credit Facility will automatically become immediately due and payable.
Loans outstanding under the Renewed Senior Credit Facility will bear interest at a rate of 2.00% per annum in excess of the otherwise applicable rate (i) while
a bankruptcy event of default exists or (ii) upon the lender's request, during the continuance of any other event of default.
 
As of January 31, 2026, the Company had borrowed an aggregate of $10.7 million at a rate of 7.8% and had $2.7 million available under the Renewed Senior
Credit Facility. As of January 31, 2025, the Company had borrowed an aggregate of $6.8 million at a rate of 9.0% and had $3.7 million available under the
Renewed Senior Credit Facility.
 
Subsequent Event — Credit Agreement. Subsequent to January 31, 2026, the Company entered into a credit agreement (the “Credit Agreement”) with
JPMorgan Chase Bank, N.A., which effectively replaced the Company’s existing credit facility with PNC Bank, National Association. The Credit Agreement
provides for a revolving credit commitment of up to $18.0 million, subject to customary borrowing base limitations, and matures in October 2027. Borrowings
bear interest at variable rates based on SOFR or an alternate base rate, plus an applicable margin.

 
The Credit Agreement is intended to serve as a temporary bridge financing arrangement. The Company expects to enter into a new global credit facility with a
syndicate of lenders in the coming months; however, there can be no assurance as to the timing or terms of such a transaction. Upon execution of the global
credit facility, any outstanding borrowings under the Credit Agreement are expected to be transitioned into the new facility. As the Credit Agreement was
executed after the balance sheet date, no amounts were outstanding under this facility as of January 31, 2026.
 
Credit facilities -    foreign .  The Company also has credit arrangements used by its Middle Eastern subsidiaries in the U.A.E., Egypt, and Saudi Arabia as
further described below:
 
United Arab Emirates
 
The Company’s credit facilities in the United Arab Emirates (“U.A.E.”) consist of the following:

Active Facilities (U.A.E.)

The Company maintains a credit facility with a financial institution in the U.A.E. totaling 65.2 million U.A.E. Dirhams (“AED”) (approximately $17.8 million
at January 31, 2026). Borrowings under the facility bear interest at the Emirates Inter Bank Offered Rate (“EIBOR”) plus 3.5% per annum, subject to minimum
interest rates ranging from 4.5% to 8.0% per annum, depending on the type of financing utilized. The facility is stratified by instrument type and expires at
various dates through October 2026. As of January 31, 2026, the Company was in compliance with all covenants under this facility. As of January 31, 2026, the
Company had outstanding borrowings of 9.4 million AED (approximately $2.6 million), which are included in “Short-term borrowings and current maturities
of long-term debt” on the Consolidated Balance Sheets. Additionally, as of January 31, 2026, the Company had issued guarantees totaling 30.9 million AED
(approximately $8.4 million). After accounting for outstanding borrowings and issued guarantees, the Company had unused availability of approximately $6.8
million under the credit facility as of January 31, 2026.

 
The Company maintains a letter of credit facility with a financial institution in the U.A.E. totaling 100.0 million AED (approximately $27.2 million at January
31, 2026) and expiring in July 2026. The facility is non-interest bearing; however, the Company incurs a commission ranging from 0.8% to 1.0% per annum on
the face value of issued instruments and is required to maintain cash collateral (margins) ranging from 10% to 15% depending on the type of instrument
utilized. As of January 31, 2026, the Company had outstanding guarantees under this facility of 40.5 million AED (approximately $11.0 million). The
remaining available balance under the facility was 59.5 million AED (approximately $16.2 million) as of January 31, 2026.

Expired Facilities (U.A.E.)

As of January 31, 2025, the Company maintained a credit facility with a financial institution in the U.A.E. totaling 65.2 million AED (approximately
$17.7 million). This facility, which expired in August 2025, bore interest at a rate of approximately 7.9% as of January 31, 2025. Outstanding borrowings under
this facility were $0.1 million at January 31, 2025, and were included in “Short-term borrowings and current maturities of long-term debt” on the Consolidated
Balance Sheets. As of January 31, 2025, the Company had unused availability of approximately $9.0 million, which was net of issued guarantees and letters of
credit.

As of January 31, 2025, the Company maintained a revolving credit facility with a financial institution in the U.A.E. totaling 8.0 million AED (approximately
$2.2 million). This facility, which expired in July 2025, bore interest at a rate of approximately 7.9% as of January 31, 2025. Outstanding borrowings under this
facility were $0.4 million at January 31, 2025, and were included in “Short-term borrowings and current maturities of long-term debt” on the Consolidated
Balance Sheets. As of January 31, 2025, the Company had unused availability of approximately $1.6 million, which was net of issued guarantees and letters of



credit.
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Egypt
 
In June 2021, the Company's Egyptian subsidiary entered into a credit facility with a financial institution in Egypt, which has been subsequently amended. The
facility provides project-based financing and expires in December 2026. The facility has a maximum borrowing capacity of 120.0 million Egyptian
Pounds ("EGP") (approximately $2.4 million) and 100.0 million EGP (approximately $2.0 million) as of January 31, 2026 and 2025, respectively. The line is
secured by certain assets of the subsidiary, including accounts receivable, and contains various covenants, including a maximum leverage ratio and restrictions
on incurring additional indebtedness. As of January 31, 2026, the Company was in compliance with all covenants under this facility.

 
As of  January 31, 2026, borrowings under the Company’s credit facility in Egypt bore interest at rates ranging from 15.0% to 20.8%. The 15.0% rate relates to
specific government-sponsored initiatives, while the 20.8% rate applies to our general facility limits. The Company had $0.2 million outstanding under this
arrangement as of January 31, 2026, and an insignificant amount outstanding as of January 31, 2025. Both amounts are included in "Short-term borrowings and
current maturities of long-term debt" on the Consolidated Balance Sheets. As of January 31, 2026 and 2025, the Company had unused availability of
approximately $2.2 million and $2.0 million, respectively.
 
Saudi Arabia
 
In March 2022, the Company’s Saudi Arabian subsidiary entered into a credit arrangement with a financial institution in Saudi Arabia for a revolving line
totaling 37.0 million Saudi Riyals (“SAR”) (approximately $9.9 million at January 31, 2026). The credit arrangement provides project-based financing at
interest rates competitive in Saudi Arabia, is secured by certain assets of the subsidiary including accounts receivable, and expires on  April 27, 2026. As of
January 31, 2026, the facility bore interest at a rate of approximately 8.5%. As of January 31, 2026, the Company was in compliance with all covenants under
this arrangement. The Company had outstanding borrowings of $2.9 million and $1.5 million as of January 31, 2026 and 2025, respectively, which are included
in “Short-term borrowings and current maturities of long-term debt” on the Consolidated Balance Sheets. Unused availability under this arrangement was $5.3
million and $3.0 million as of January 31, 2026 and 2025, respectively, which are net of both outstanding borrowings and issued letters of guarantee.
 
Foreign credit facilities - overall
These credit arrangements are in the form of overdraft facilities and project financing at rates competitive in the countries in which the Company operates. The
lines are secured by certain equipment, certain assets (such as accounts receivable and inventory), and a guarantee by the Company. Some credit arrangement
covenants require a minimum tangible net worth to be maintained, including maintaining certain levels of intercompany subordinated debt. In addition, some of
the revolving credit facilities restrict payment of dividends or undertaking of additional debt. The Company guarantees only a portion of the subsidiaries' debt,
including foreign debt. As of   January 31, 2026 and  January 31, 2025, the amount of foreign subsidiary debt guaranteed by the Company was approximately
$8.4 million  a nd  $4.8 million,  respectively.
 
The Company was in compliance with respect to the covenants under the credit arrangements in the U.A.E., Egypt, and Saudi Arabia as of January 31,
2026. Certain of these arrangements are subject to periodic renewal; while such renewals are being processed, the Company remains in regular communication
with the lenders, and the arrangements have historically continued without interruption or penalty. On January 31, 2026, interest rates were based on (i) the
EIBOR plus 3.5% per annum for the U.A.E. credit arrangements, which have minimum interest rates ranging from 4.5% to 8.0% per annum; (ii) interest rates
ranging from 15.0% to 20.8% for the Egypt credit arrangements; and (iii) an interest rate of 8.5% for the Saudi Arabia credit arrangement. Based on these base
rates, as of January 31, 2026, the Company's interest rates ranged from 7.1% to 20.8%, with a weighted average rate of 8.1%, and the Company had facility
limits totaling $57.3 million under these credit arrangements. As of January 31, 2026, $21.1 million of the facility limits were utilized to support letters of credit
to guarantee amounts committed for inventory purchases and for performance guarantees. Additionally, as of January 31, 2026, the Company had borrowed
$5.7 million and had an additional $30.5 million of borrowing availability remaining under the foreign revolving credit arrangements. The foreign revolving
lines balances were included as a component of "Short-term borrowings and current maturities of long-term debt" on the Consolidated Balance Sheets as of
January 31, 2026 and January 31, 2025. 
 
Finance obligation - buildings and land. On  April 14, 2021, the Company entered into a purchase and sale agreement (the "Purchase and Sale Agreement") to
sell its land and building in Lebanon, Tennessee (the "Property"). Pursuant to the terms of the Purchase and Sale Agreement, the Company sold the Property for
$10.4 million. The transaction generated net cash proceeds of $9.1 million. Concurrently with the sale of the Property, the Company paid off the approximately
$0.9 million remaining on the mortgage note on the Property to its lender.  The Company used the remaining proceeds to repay its borrowings under the Senior
Credit Facility, for strategic investments, and for general corporate needs. Concurrent with the sale of the Property, the Company entered into a fifteen-year
lease agreement (the “Lease Agreement”), whereby the Company is leasing back the Property at an annual rental rate of approximately $0.8 million, subject to
annual rent increases of  2.0%. Under the Lease Agreement, the Company has  four consecutive options to extend the term of the lease by  five years for each
such option. As of  January 31, 2026 and  2025, the Company had a net book value relating to this asset of $1.7 million and $1.8 million, respectively. 
 
In accordance with ASC  842,  Leases, this transaction was recorded as a failed sale and leaseback as the present value of lease payments
exceeded  substantially  all of the  fair value of the underlying asset. The Company utilized an incremental borrowing rate of 8.0% to determine  the finance
obligation  to record for the amounts received and  will continue to depreciate the assets.  The current portion of the finance obligation of $0.3  million is
recognized in "Short-term borrowings and current maturities of long-term debt" and the long-term portion of $8.5 million is recognized in "Long-term finance
obligation" on the Consolidated Balance Sheets as of  January 31, 2026. The net carrying amount of the financial liability and remaining assets will be zero at
the end of the lease term.
 
Mortgage Note.  On July  28, 2016, the Company entered into a mortgage agreement  secured by the Company's manufacturing facility located in Alberta,
Canada that matures on December 23, 2042. As of  January 31, 2026, the remaining balance on the mortgage in Canada is approximately 5.4 million Canadian
Dollars ("CAD") (approximately $4.0 million at  January 31, 2026). The interest rate is variable, and was 6.3% at  January 31, 2026. The principal balance is
included as a component of "Short-term borrowings and current maturities of long-term debt" and "Long-term debt, less current maturities" on  the
Consolidated Balance Sheets and is presented net of issuance costs of $0.1 million as of January 31, 2026 and  January 31, 2025.
 



Loan Payable to GIG.  In June 2023, in connection with the formation of a joint venture with Gulf Insulation Group (“GIG”), the Company assumed a
promissory note with an aggregate principal amount of approximately $2.8 million, which originally carried a maturity date of April 9, 2026. Subsequent to the
fiscal year ended January 31, 2026, the Company and GIG entered into discussions to formally extend the maturity of the note. While a specific revised
maturity date has not yet been finalized, both parties expect the joint venture to continue for the foreseeable future and the joint venture has continued to
operate without any restrictions or disruption. Because the Company does not currently have a contractual, unconditional right to defer settlement for at least
twelve months following the balance sheet date, the obligation is classified as a current liability within “Short-term borrowings and current maturities of long-
term debt” at January 31, 2026, compared to its classification within “Long-term debt, less current maturities” at January 31, 2025. The Company is currently
evaluating a formal amendment to the note agreement and will reclassify the debt to long-term in future periods should a formal extension beyond one year be
executed.
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Note 6 - Leases
 
The Company enters into lease agreements for real estate, including office space, production buildings, and land, as well as non-real estate assets such as heavy
machinery, office equipment, and vehicles. Our leases are classified as either operating or finance leases at the commencement date. Operating leases consist of
each of the above asset types, which have lease terms of 2 years to 30 years. Operating leases are included in operating lease right-of-use (“ROU”) assets,
operating lease liabilities short-term, and operating lease liabilities long-term on the Consolidated Balance Sheets. Finance leases consist primarily of heavy
machinery with lease terms of 4 to 5 years. Finance leases are included in property, plant, and equipment, net, current maturities of long-term debt, and long-
term debt, less current maturities on the Consolidated Balance Sheets. Our lease agreements may include options to extend or terminate the lease, as well as
options to purchase the underlying asset. These options are factored into the lease term and the measurement of right-of-use ("ROU") assets and lease liabilities
when it is reasonably certain that the Company will exercise them. These decisions are based on an assessment of economic incentives, such as the strategic
importance of the underlying asset to our regional operations and the expected fair market value of the assets at the end of the lease term.
 
As most of our leases do not provide an implicit interest rate, the Company uses its incremental borrowing rate ("IBR") to determine the present value of lease
payments at lease commencement. The IBR is the rate of interest the Company would have to pay to borrow on a collateralized basis over a similar term and
amount equal to the lease payments in a similar economic environment. In determining the ROU asset and corresponding lease liability, we evaluate whether a
contract contains a lease by assessing if we have the right to control the use of an identified asset for a period of time in exchange for consideration. For
arrangements involving multiple components, we have elected the practical expedient to combine lease and non-lease components (such as common area
maintenance and utility charges) into a single lease component for all underlying asset classes.
 
Certain of our real estate lease agreements include variable lease payments based on inflation rates, which are contractually capped. These payments are not
included in the measurement of the lease liability and are recognized in the period in which the obligation is incurred. Our lease agreements do not typically
include material residual value guarantees or restrictive covenants; where present, they are not expected to result in material payments. Furthermore, the
Company has elected the short-term lease exception for all asset classes, whereby we do not recognize ROU assets or lease liabilities for leases with an initial
term of 12 months or less that do not include a purchase option we are reasonably certain to exercise.
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Supplemental balance sheet information related to leases is as follows:
 
Operating and Finance leases   January 31, 2026     January 31, 2025  
Finance lease assets                
Property and Equipment - gross   $ 1,676    $ 899 
Accumulated depreciation and amortization     (847)     (626)

Property and Equipment - net   $ 829    $ 273 
                 
Finance lease liabilities                
Finance lease liability short-term   $ 174    $ 75 
Finance lease liability long-term     541      - 

Total finance lease liabilities   $ 715    $ 75 
                 
Operating lease assets                

Operating lease ROU assets   $ 13,054    $ 8,199 
                 
Operating lease liabilities                
Operating lease liability short-term   $ 2,196    $ 1,071 
Operating lease liability long-term     12,125      7,713 

Total operating lease liabilities   $ 14,321    $ 8,784 
 
 
Total lease costs consist of the following:
 

Lease costs Consolidated Statements of Operations Classification  
Year Ended

January 31, 2026    
Year Ended

January 31, 2025  
                   
Finance Lease Costs                  
Amortization of ROU assets Cost of sales   $ 164    $ 131 
Interest on lease liabilities Interest expense, net     8      6 
Operating lease costs Cost of sales, SG&A expenses     2,819      1,873 
Short-term lease costs (1) Cost of sales, SG&A expenses     1,933      667 

Total Lease costs   $ 4,924    $ 2,677 
 
(1) Includes variable lease costs, which are not material
 
 
Supplemental cash flow information related to leases is as follows:
 
    Year Ended January 31,  
    2026     2025  
Cash paid for amounts included in the measurement of lease liabilities                

Financing cash flows from finance leases   $ 85    $ 31 
Operating cash flows from finance leases     8      6 
Operating cash flows from operating leases     1,927      2,031 

               
ROU Assets obtained in exchange for new lease obligations                

Finance leases liabilities   $ 704    $ - 
Operating leases liabilities     7,440      2,767 

 
41



Table of Contents
Index to Consolidated Financial Statements
 
Weighted-average lease terms and discount rates are as follows:
 
    January 31, 2026     January 31, 2025  
                 
Weighted-average remaining lease terms (in years)                

Finance leases     4.5      2.3 
Operating leases   13.3      11.5 

                 
Weighted-average discount rates                

Finance leases     2.9%    6.4%
Operating leases     8.8%    10.0%

 
Maturities of lease liabilities as of January 31, 2026, are as follows:
 
Year   Operating Leases     Finance Leases  
For the year ended January 31, 2027   $ 2,959    $ 192 
For the year ended January 31, 2028     3,130      163 
For the year ended January 31, 2029     2,414      154 
For the year ended January 31, 2030     1,318      154 
For the year ended January 31, 2031     1,127      98 
Thereafter     15,720      - 

Total lease payments     26,668      761 
Less: amount representing interest     (12,347)     (46)

Total lease liabilities at January 31, 2026   $ 14,321    $ 715 
 
Rent expense on operating leases, which is recorded on a straight-line basis, was $4.8 million and $2.5 million for the years ended  January 31, 2026 and 2025,
respectively.
 

42



Table of Contents
Index to Consolidated Financial Statements
 
Note 7 - Income taxes
 
Income from continuing operations before income taxes   2025     2024  
Domestic (1)   $ (7,429)   $ (4,682)
Foreign     34,922      23,150 
Total   $ 27,493    $ 18,468 
 
(1) The domestic loss from continuing operations before income taxes includes corporate overhead costs.
 
Components of income tax expense (benefit)   2025     2024  
Current                

Federal   $ (4)   $ (4)
Foreign     5,615      3,614 
State and other     111      150 

Total current income tax expense     5,722      3,760 
Deferred                

Federal     1,210      1,048 
Foreign     (88)     569 

Total deferred income tax expense     1,122      1,617 
Total income tax expense   $ 6,844    $ 5,377 
 
Repatriation of foreign earnings
As a result of the one-time transition tax from the U.S. Tax Cuts and Jobs Act of 2017 (“Tax Act”), the Company estimates that distributions from foreign
subsidiaries will no longer be subject to incremental U.S. federal income tax as they will either be remittances of previously taxed earnings and profits or
eligible for a full dividends received deduction to offset any U.S. federal income tax liability on the undistributed earnings. However, upon repatriation, various
state taxes and foreign withholding taxes may be levied on such amounts. Current and future earnings in the Company's subsidiaries in Canada and Egypt are
not permanently reinvested. Earnings from these subsidiaries are subject to tax in their local jurisdiction, and withholding taxes in these jurisdictions
are considered. The Company's liability was $1.3 million and $0.8 million as of January 31, 2026 and 2025, respectively, related to these taxes.

Recent U.S. tax legislation
On July 4, 2025, new tax legislation was signed into law (known as the “One Big Beautiful Bill Act” or “OBBBA”), which makes permanent many of the tax
provisions enacted in 2017 as part of the Tax Cuts and Jobs Act that were otherwise scheduled to expire at the end of 2025. In addition, the OBBBA makes
changes to certain U.S. corporate tax provisions, several of which are not effective until fiscal 2026. The Company evaluated the provisions of the OBBBA
effective during fiscal 2025 and determined that there were no material impacts on its consolidated financial statements. The Company is currently evaluating
the potential impact of provisions effective after fiscal 2025.
 
U.S. income and foreign withholding taxes have not been recognized on the excess of the amount for financial reporting over the tax basis of investments in
foreign subsidiaries that is indefinitely reinvested outside the United States. The Company intends to permanently reinvest the undistributed earnings of  its
Middle Eastern and Indian subsidiaries. The Middle Eastern and Indian subsidiaries have unremitted earnings of $82.8 million and $14.2 million, respectively,
as of January 31, 2026. Unremitted earnings of $51.1 million in the United Arab Emirates would not be subject to withholding tax in the event of a distribution,
and $31.7 million of unremitted earnings in Saudi Arabia would be subject to withholding tax of $1.6 million. The Company has not recorded a deferred tax
liability related to any financial reporting basis over tax basis related to the investment in these foreign subsidiaries as it is not practical to estimate.
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The reconciliation between the U.S. statutory federal income tax rate and the Company’s effective income tax rate for the years ended January 31,
2026 and 2025 in accordance with ASU 2023-09 guidance, is detailed in the following table:
 
    2025     2024  
           $%           $% 
U.S. federal statutory rate   $ 5,774      21.0%   $ 3,882      21.0%

State and local income tax, net of federal income tax effect     7      0.0%     25      0.1%
Foreign tax effects                                

Saudi Arabia                                
Effect of differences in foreign tax rate     (845)     (3.1%)    (873)     (4.7%)
Depreciation true-up     (404)     (1.5%)    -      0.0%
Other, net expense     (78)     (0.3%)    (250)     (1.4%)

Canada                                
Dividend tax     433      1.6%     151      0.8%
Other, net expense     172      0.6%     112      0.6%

UAE                                
Effect of differences in foreign tax rate     (1,209)     (4.4%)    (176)     (1.0%)
Other, net expense     (67)     (0.2%)    159      0.9%

All other jurisdictions, net expense     191      0.7%     217      1.2%
Effect of cross-border tax laws                                

Global Intangible Low Tax Income Inclusion     3,287      12.0%     2,201      11.9%
Tax credits                                

Research tax credit     443      1.6%     380      2.1%
Foreign tax credit     696      2.5%     -      0.0%
Other, net     (4)     0.0%     (4)     0.0%

Changes in valuation allowances     (1,168)     (4.2%)    (468)     (2.5%)
Nontaxable or nondeductible items     143      0.5%     114      0.6%
Changes in unrecognized tax benefits     (354)     (1.3%)    (15)     (0.1%)
Other, net     (173)     (0.6%)    (78)     (0.4%)

Total Income Tax Expense/(Benefit)   $ 6,844      24.9%   $ 5,377      29.1%
 
The Company's worldwide effective tax rates ("ETR") were 24.9% and 29.1% in the year ended January 31, 2026 and 2025 respectively. The change in the
ETR was largely due to changes in the mix of income and loss in various tax jurisdictions and the domestic GILTI inclusion. State income taxes, net of federal
income tax effect, primarily relate to Tennessee and Texas in the year ended January 31, 2026, and primarily relate to Tennessee in the year ended January 31,
2025.

 
Components of deferred income tax assets   2025     2024  
U.S. Federal NOL carryforward   $ 3,692    $ 4,870 
Deferred compensation     301      222 
Research tax credit     930      1,240 
Foreign NOL carryforward     235      255 
Foreign tax credit     1,915      2,580 
Other accruals not yet deducted     354      202 
State NOL carryforward     1,566      1,544 
Accrued commissions and incentives     1,004      1,020 
Inventory reserve     140      118 
Lease liability     1,077      1,034 

Deferred tax assets, gross     11,214      13,085 
Valuation allowance     (4,115)     (5,277)

Total deferred tax assets, net of valuation allowances   $ 7,099    $ 7,808 
                 
Components of the deferred income tax liability                
Depreciation   $ (104)   $ (530)
Foreign subsidiaries unremitted earnings     (1,313)     (813)
Prepaid     (90)     (77)
Right of use asset     (1,036)     (999)
Other     (418)     (70)

Total deferred tax liabilities   $ (2,961)   $ (2,489)
                 
Deferred tax assets, net   $ 4,138    $ 5,319 
                 
Balance sheet classification                
Long-term assets   $ 5,954    $ 6,639 
Long-term liability     (1,816)     (1,320)



Total deferred tax assets, net of valuation allowances   $ 4,138    $ 5,319 
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As of January 31, 2026 and 2025, the Company had deferred tax assets of $3.7  million and $4.9 million, respectively, related to gross U.S. Federal net
operating loss ("NOL") carryforwards of $16.6 million and $23.8 million, respectively. Of this amount, $9.3 million will begin to expire between tax years
2036 and 2037, with the remainder not subject to expiration. As of January 31, 2026 and 2025, the Company had  deferred tax assets of $1.6 million and $1.5
million, respectively, related to gross state NOLs of $22.2 million and $21.9 million, respectively, that expire between 2026 and 2045. The Company continues
to maintain a valuation allowance against its state NOLs. As of January 31, 2026 and 2025, the Company had deferred tax assets of $0.2 million and $0.3
million, respectively, related to gross foreign NOLs of $1.2 million and $1.3 million, respectively, for its subsidiary in Saudi Arabia, which can be carried
forward indefinitely and does not have a valuation allowance recorded against it. The ultimate realization of the tax benefit is dependent upon the future
generation of operating income in the respective tax jurisdictions.
 
The Company periodically reviews the adequacy of its valuation allowance in all of the tax jurisdictions in which it operates, evaluates future sources of taxable
income and tax planning strategies and may make further adjustments based on management's outlook for continued profits in each jurisdiction. 
 
Management assesses the available positive and negative evidence to estimate whether sufficient future taxable income will be generated to permit the use of
the existing deferred tax assets. The Company continues to maintain a valuation allowance against certain domestic deferred tax assets including its foreign tax
credit carryovers, R&D credit carryovers, and state deferred tax assets. Management has released $0.2 million of valuation allowance related to R&D credit
carryovers in the period ending January 31, 2026 based upon expectations of future taxable income. The amount of the domestic deferred tax assets considered
realizable, however, could be increased if there are changes to the objective positive and negative evidence considered.
 
The Company has a deferred tax asset of $1.9 million for U.S. foreign tax credits after considering the impact of the repatriated foreign earnings and the one-
time transition tax. The foreign tax credit deferred tax asset is fully offset with a valuation allowance. The excess foreign tax credits are subject to a ten-year
carryforward and will expire on January 31, 2027.
 
The following table summarizes uncertain tax position ("UTP") activity, excluding the related accrual for interest and penalties:
 
    2025     2024  
Balance at beginning of year   $ 1,409    $ 1,433 
Decreases in positions taken in a prior period     (7)     (3)
Increases in positions taken in a current period     209      224 
Decreases due to lapse of statute of limitations     (445)     (131)
Decreases due to settlements     (132)     (114)

Balance at end of year   $ 1,034    $ 1,409 
 
Included in the total UTP liability were estimated accrued interest and penalties of $0.5 million and $0.4 million as of  January 31, 2026 and 2025, respectively.
These non-current income tax liabilities are recorded in other long-term liabilities in the Consolidated Balance Sheet and recognized as an expense during the
period. The Company's policy is to include interest and penalties in income tax expense. On January 31, 2026, the Company did not anticipate any significant
adjustments to its unrecognized tax benefits within the next twelve months. Included in the balance on January 31, 2026 were amounts offset by deferred taxes
(i.e. temporary differences) or amounts that could be offset by refunds in other taxing jurisdictions (i.e., corollary adjustments). Upon reversal, $1.3 million of
the amount accrued on  January 31, 2026 would impact the future ETR.
 
The Company is subject to income taxes in the U.S. federal jurisdiction, and various states and foreign jurisdictions. Tax regulations within each jurisdiction are
subject to the interpretation of the related tax laws and regulations and require significant judgment to apply. Tax years related to January 31, 2023, 2024, and
2025 are open for federal and state tax purposes. In addition, federal and state tax years January 31, 2007 through January 31, 2010 are subject to adjustment on
audit, up to the amount of research tax credit generated in those years. Any NOL carryover  can still be adjusted by the Internal Revenue Service in
future years’ audits.
 
The Company's management periodically estimates the probable tax obligations of the Company using historical experience in tax jurisdictions and informed
judgments. There are inherent uncertainties related to the interpretation of tax regulations in the jurisdictions in which the Company transacts business. The
judgments and estimates made at a point in time may change based on the outcome of tax audits, as well as changes to or further interpretations of regulations.
If such changes take place, there is a risk that the tax rate may increase or decrease in any period. Tax accruals for tax liabilities related to potential changes in
judgments and estimates for federal, foreign and state tax issues are included in other long-term liabilities on the Consolidated Balance Sheets.

The components of income taxes paid, net of refunds received, consisted of the following (in thousands):

Income taxes paid, net (in thousands)   2025     2024  
US federal   $ (4)   $ (3)
US state and local     8      28 
Foreign                
Saudi Arabia     2,327      1,831 
India     531      1,030 
Canada     497      742 
UAE     558      - 
Other     138      86 
      4,051      3,689 
Total   $ 4,055    $ 3,714 
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Note 8 - Retirement plans
 
401(k) plan
 
The domestic employees of the Company participate in the PPIH 401(k) Employee Savings Plan, which is applicable to all employees except employees
covered by collective bargaining agreement benefits. The Company matches 100% of each participant's payroll deferral contributions up to 1% of their
compensation, plus 50% of each participant's payroll deferral contributions on the next 5% of compensation.
 
Company contributions to the 401(k) plan were $0.4 million for each of the years ended January 31, 2026 and 2025. 
 
Multi-employer plans
 
The Company contributes to a multi-employer plan for certain collective bargaining U.S. employees. The risks of participating in this multi-employer plan are
different from a single employer plan in the following aspects:
 
  • Assets contributed to the multi-employer plans by one employer may be used to provide benefits to employees of other participating employers.
  • If a participating employer ceases contributing to the plan, the unfunded obligations of the plan may be inherited by the remaining participating

employers.
  • If the Company chooses to stop participating in the multi-employer plan, the Company may be required to pay those plans an amount based on the

underfunded status of the plan, referred to as a withdrawal liability.
 
The Company has assessed and determined that the multi-employer plans to which it contributes are not significant to the Company's consolidated financial
statements. The Company does not expect to incur a withdrawal liability or expect to significantly increase its contribution over the remainder of the contract
period. The Company made the following contributions to the bargaining unit supported multi-employer pension plans (in thousands):
 

                   
(In

thousands)    
(In

thousands)      

                   
FIP/RP
Status   2025     2024   Surcharge  

Plan Name   EIN     Plan #  

Funded
Zone
Status

Pending/
Implemented  Contribution    Contribution  Imposed

Collective Bargaining
Expiration Date

Plumbers & Pipefitters Local 572
Pension Fund   62-6102837     001   Green No   $254     $189   No 4/30/2027
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Note 9 - Stock-based compensation
 
The Company has prior incentive plans under which previously granted awards remain outstanding, but under which no new awards may be granted, including
the Company's 2021 Omnibus Stock Incentive Plan, which expired in May 2024. At January 31, 2026, the Company had reserved a total of 20,465 shares for
grants and issuances under these incentive plans, including issuances pursuant to unvested or unexercised prior awards.
 
The Company's  2024  Omnibus Stock Incentive Plan dated   May 28, 2024  was approved by  the Company's stockholders in July  2024  ("2024  Plan").
The  2024  Plan will expire in July  2027.  The  2024  Plan authorizes awards to officers, employees, consultants and independent directors. The 2024 Plan
provides for the grant of deferred shares, non-qualified stock options, incentive stock options, restricted shares, restricted stock units, and performance-based
restricted stock units intended to qualify under section 422 of the Internal Revenue Code. 
 
Grants were made in connection with the 2024 Plan and the prior incentive plans to employees, officers, and independent directors, as further described below:
 
Stock compensation expense
 
The Company has granted stock-based compensation awards to eligible employees, officers or independent directors. The Company recognized the following
stock-based compensation expense for the periods presented:
 
    2025     2024  
Restricted stock-based compensation expense   $ 2,537    $ 860 

Total stock-based compensation expense   $ 2,537    $ 860 
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Stock options
 
The Company did not grant any stock options during the years ended January 31, 2026 or 2025. The following table summarizes the Company's stock option
activity:
 

    Options    

Weighted
average

exercise price    

Weighted
average

remaining
contractual

term    

Weighted
average grant
date fair value  

Outstanding on January 31, 2024     22    $ 11.15      0.7    $ 6 
                                 
Exercised     (4)     6.89               
Expired or forfeited     (17)     12.41               
Outstanding on January 31, 2025     1      6.85      0.8      4 
                                 
Options exercisable on January 31, 2025     1    $ 6.85      0.8      4 
                                 
Exercised     -      0.00               
Expired or forfeited     (1)     6.38               
Outstanding on January 31, 2026     -      7.33      0.3      2 
                                 
Options exercisable on January 31, 2026     -    $ 7.33      0.3    $ 2 
 
No stock options vested during the year ended January 31, 2026. During the period, options representing 300 shares were forfeited or expired. As of January
31, 2026, 300 fully vested stock options remained outstanding and exercisable, and there was no unrecognized compensation expense related to stock options.
 
Deferred stock
 
As part of their compensation in previous years, the Company granted deferred stock units to each non-employee director, equal to the result of dividing the
award amount by the fair market value of the common stock on the date of grant. The stock vests on the date of grant; however, it is distributed to the directors
only upon their separation from service. During the year ended   January 31, 2026, all 62,926 deferred stock units outstanding as of January 31, 2025 were
distributed.
 
Restricted stock
 
The Company has granted restricted stock to executive officers, independent directors, and employees. The restricted stock vests ratably over one to four years.
The Company calculates restricted stock compensation expense based on the grant date fair value and recognizes expense on a straight-line basis over the
vesting period. The following table summarizes the Company's restricted stock activity:
 

    Restricted shares    
Weighted average

price per share    

Weighted average
grant date fair

value  
Outstanding on January 31, 2024   $ 222    $ 9.33    $ 2,078 
Granted     111      8.93        
Issued / vested     (73)              
Forfeited     (29)     9.59        
Outstanding on January 31, 2025   $ 230    $ 9.05    $ 2,080 
Granted     91      21.72        
Issued / vested     (139)              
Forfeited     (22)     9.74        
Outstanding on January 31, 2026   $ 160    $ 19.22    $ 3,069 
 
The fair value of vested restricted stock vested during the year ended January 31, 2026 and 2025 was $2.3 million and $0.9, respectively. Additionally, there
was $1.3 million and $1.0 million of unrecognized compensation cost related to unvested restricted stock granted under the plans as of  January 31, 2026 and 
January 31, 2025, respectively. These costs are expected to be recognized over the weighted-average period of 2.1 years and 1.7 years, respectively. Further, the
Company had approximately 0.2 million shares of non-vested restricted stock granted under the plan as of  January 31, 2026. The remaining amount of non-
vested restricted stock is expected to vest over the weighted-average period of 2.1 years. 
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Note 10 - Interest expense
  
    2025     2024  
Interest expense   $ 2,120    $ 2,224 
Interest income     (298)     (284)

Interest expense, net   $ 1,822    $ 1,940 
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Note 11 - Joint venture and non-controlling interest
 
On June 1, 2023, the Company closed on its formation of the joint venture (the "JV Agreement" or "JV") with Gulf Insulation Group ("GIG") a leading
provider of pre-insulated piping systems and pipe fabrication, in which the Company acquired a 60% financial controlling interest and contributed assets
consisting of a building and equipment. The JV is a limited liability company named Perma Pipe Gulf Arabia Industry and is a closed joint stock company
established under laws of the Kingdom of Saudi Arabia. The JV's capital is comprised of ordinary shares with 60% owned by the Company and the remaining
40% owned by GIG. This collaborative business arrangement expands  the Company's market presence in Saudi Arabia, Kuwait, and Bahrain. The primary
business activities of the JV include the manufacture and sale of the pre-insulated piping systems and pipe coating services. The other party to this business
arrangement acquired a 40% non-controlling interest in the JV by contributing assets (i.e. acquired by the JV) of approximately $6.8 million in fair value,
mainly consisting of an idle building and equipment. The fair value of the net assets contributed was determined through the use of a third-party appraiser using
the indirect cost method.
 
The Company is the ultimate parent of the JV through its 60% financial control and as part of the JV Agreement has majority control of the operational
activities of the JV and no joint control exists. The JV Agreement has no veto or kickout rights and board voting is proportional to the ownership interest.
Certain activities do include a two-third majority affirmative vote of shareholders of the JV and include acquiring another company, establishing new
subsidiaries, entering another partnership or joint venture, and any merger or material change to the business of the JV. These are considered protective rights.
 
Pursuant to the applicable guidance in ASC 805, Business Combinations and Noncontrolling Interests, the Company determined that the transaction did not
meet the necessary conditions to be considered a business as the set of assets acquired did not contain an organized workforce and therefore was recorded as an
asset acquisition. The assets transferred by the Company to the JV were recorded at historical cost, and no gain was recognized as a result of this exchange
since the Company has a controlling interest in the JV. The Company’s measurement of the acquired assets is comprised of the fair value of the contributed net
assets given up by the Company and the fair value of the non-controlling interest, excluding the contributed assets. The non-controlling interest attributable to
the other party was recorded as of the investment date and was measured as part of the carrying amount of the ownership interest in the net assets given up by
the Company plus the fair value of the non-controlling interest, excluding the contributed assets. No gain or loss was recognized as a result of this exchange. In
connection with the joint venture, the Company also assumed a promissory note issued as part of the formation of the JV in the principal amount of
$2.8 million payable to GIG. The principal amount is presented on the Consolidated Balance Sheets as a component of "Short-term borrowings and current
maturities of long-term debt" at January 31, 2026, and as a component of "Long-term debt, less current maturities" at January 31, 2025. The Company also has
a promissory note due from the JV that was issued as part of the formation of the JV in the amount of approximately $4.2 million, which is eliminated  in
consolidation.
 
The Company has a 60% controlling financial interest in the joint venture which is not considered a wholly owned subsidiary. Accordingly, there remains a
minority portion of the equity interest that is owned by a third party, GIG. Pursuant to the applicable guidance contained in ASC 810, Consolidations, the
balance sheets and operating activities of this investment are included in the Company's consolidated financial statements. As of  January 31, 2026, the carrying
amount of the assets and liabilities of the JV that are consolidated by the Company totaled $44.2 million and $18.6 million, respectively.
 
The Company adjusts net income in the consolidated statements of operations to exclude the proportionate share of results that is attributable to the non-
controlling interest. Additionally, the Company presents the proportionate share that is attributable to redeemable non-controlling interest as temporary equity
within the Consolidated Balance Sheets. This mezzanine presentation is the result of the non-controlling interest being subject to a put option that is not solely
within the Company's control and in connection with the equity shares of the business arrangement that is redeemable any time after five years following the
date of incorporation. The redemption amount per the JV Agreement is at fair value of the non-controlling interest which is the fair value of ordinary shares of
the JV owned by GIG. Further, neither the call option nor put option contained in the JV Agreement met the definition of a derivative as a result of not
containing a net settlement provision and the shares not being readily convertible to cash, thereby being considered embedded with respect to non-controlling
interest and not a freestanding instrument.
 
As a result of the non-controlling interest being subject to redemption rights that are not entirely within the Company's control, it was concluded that the
necessary conditions were met to be accounted for in accordance with ASC 480, Distinguishing Liabilities from Equity. Pursuant to this accounting standard,
the Company determined that the only criteria for the security  to become redeemable is the passage of time and, therefore, is considered probable of
redemption. The Company made a policy election to measure changes in the non-controlling interest immediately as they occur and adjust the carrying amount
of non-controlling interest equal to its redemption amount as the non-controlling interest has no stated fixed price or fixed date. As such, at each subsequent
balance sheet date following the formation of this business arrangement, the Company must determine whether further adjustment is required to increase the
carrying value of the redeemable non-controlling interest. If the Company determines that the fair value of the redeemable non-controlling interest exceeds its
carrying value, an adjustment is made to reflect this change. However, if the value is determined to be less than its carrying value, such adjustment is limited to
its original carrying value at the formation of the business arrangement. Additionally, adjustments made to reflect the change in the value of the redeemable
non-controlling interest are offset against permanent equity within the Consolidated Balance Sheets. Further, net income attributable to the NCI is deducted
from net income to arrive at net income attributable to common stock on the Consolidated Statements of Operations.
 
The following table summarizes the activity for the redeemable non-controlling interest:
 
Redeemable non-controlling interest balance at January 31, 2024   $ 6,266 

Net income attributable to redeemable non-controlling interest     4,108 
Fair value adjustment (accretion to redemption value)     593 
Distributions to redeemable non-controlling interest holders     - 

Redeemable non-controlling interest balance at January 31, 2025   $ 10,967 
Net income attributable to redeemable non-controlling interest     3,614 
Fair value adjustment (accretion to redemption value)     1,082 
Distributions to redeemable non-controlling interest holders     - 



Redeemable non-controlling interest balance at January 31, 2026   $ 15,663 
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Note 12 - Segment reporting
 
The Company operates under one segment: Piping Systems. The results are presented on a consolidated basis to the Chief Executive Officer who serves as the
chief operating decision maker ("CODM"). The accounting policies of the Company's segment are the same as those described in the summary of significant
accounting policies. For further information, see Note 2 - Significant accounting policies, in the Notes to Consolidated Financial Statements.
 
The CODM regularly reviews consolidated revenues, significant expenses, and consolidated net income attributable to common stock to make operating
decisions and assess performance. The CODM uses this information in making company-wide decisions when determining how to allocate resources.
 
Significant expenses represent amounts that are regularly provided to the CODM and included in consolidated net income attributable to common
stock.   Additionally, the CODM regularly reviews asset information by our reporting segment in a manner that is consistent with the presentation  on the
Company's accompanying Consolidated Balance Sheets. 
 
The following table summarizes the Company's revenues, net income attributable to common stock, and significant expenses:
 
    Year ended January 31,  
    2026     2025  
                 
Net sales   $ 210,925    $ 158,384 
                 
Cost of sales                

Labor     28,980      23,109 
Materials     83,987      59,036 
Depreciation and amortization     2,814      3,104 
Other costs of sales     25,656      19,887 

Total Cost of sales     141,437      105,136 
                 
Operating expenses                

Salaries and wages     20,639      16,295 
Depreciation and amortization     2,096      525 
Other general and administrative expense     12,558      11,180 

General and administrative expenses     35,293      28,000 
Selling expense     4,746      4,947 
Total operating expenses     40,039      32,947 
                 
Income from operations     29,449      20,301 
                 
Interest expense, net     1,822      1,940 
Other income (expense)     (134)     107 
Income before income tax     27,493      18,468 
Income tax expense     6,844      5,377 
Net income     20,649      13,091 
Less: Net income attributable to non-controlling interest     3,614      4,108 
Net income attributable to common stock   $ 17,035    $ 8,983 
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Note 13 - Subsequent events
 
Credit Agreement
Subsequent to January 31, 2026 and prior to the issuance of these financial statements, the Company entered into a credit agreement (the “ Credit Agreement”)
with JPMorgan Chase Bank, N.A. (“JPMorgan”). The Credit Agreement provides for a revolving credit facility that is expected to be used to refinance and
replace the Company’s existing credit facility with PNC Bank, National Association.

 
The Credit Agreement is intended to serve as a temporary bridge financing arrangement. The Company expects that, in the coming months, it will enter into a
new global credit facility with a syndicate of lenders, with JPMorgan acting as administrative agent and lead arranger. Upon execution of the global credit
facility, any outstanding borrowings under the Credit Agreement are expected to be rolled into the global credit facility, and the Credit Agreement will be
terminated; however, there can be no assurance as to the timing or terms of such transaction.

 
The Credit Agreement provides for a revolving credit commitment of up to $18.0 million, subject to customary borrowing base limitations, and matures in
October 2027. Borrowings bear interest at variable rates based on SOFR or an alternate base rate, plus an applicable margin. The Company is also required to
pay a commitment fee on the unused portion of the facility. The credit facility contains customary representations and warranties, affirmative and negative
covenants, and events of default. The obligations under the Credit Agreement are secured by specified collateral and guaranteed by certain subsidiaries of the
Company, subject to customary exclusions.

 
As the Credit Agreement was entered into after January 31, 2026, no amounts were outstanding under the facility as of that date.
 
Lease Agreement
Subsequent to January 31, 2026, in connection with the previously announced expansion of the Company’s operations in the U.S. Northeast, the Company
entered into an operating lease agreement for an industrial facility located in Hebron, Ohio. The lease has an initial term of 86 months and is expected to
commence in the first quarter of fiscal 2026. Upon commencement, the Company expects to recognize an estimated right-of-use asset and a corresponding
lease liability of approximately $3.8 million on the Consolidated Balance Sheet. Total future minimum lease payments under this agreement are approximately
$4.9 million.
 
Geopolitical Developments
Subsequent to January 31, 2026, geopolitical tensions involving Iran have escalated, contributing to increased regional security risks and operational
uncertainty in certain areas where we operate. As of the date of this filing, our facilities remain operational, and we have not incurred material asset
impairments or experienced material contract cancellations. However, the situation remains fluid and may adversely affect our operations, project execution,
and the carrying value of our assets. We continue to monitor developments and assess potential impacts on our business, financial condition, and results of
operations.
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Schedule II

Perma-Pipe International Holdings, Inc. and Subsidiaries
VALUATION AND QUALIFYING ACCOUNTS
For the Years Ended  January 31, 2026 and 2025

 

   

Balance at
beginning of

period    
Charges to
expenses     Write-offs (1)    

Other charges
(2) (3)    

Balance at end
of period  

Year Ended January 31, 2026                                        
Valuation allowance for deferred tax assets   $ 5,277    $ (962)   $ -    $ (200)   $ 4,115 
Allowance for possible losses in collection of trade receivables     703      880      (7)     (5)     1,571 
                                         
Year Ended January 31, 2025                                        
Valuation allowance for deferred tax assets   $ 5,689    $ (412)   $ -    $ -    $ 5,277 
Allowance for possible losses in collection of trade receivables     699      36      (25)     (7)     703 
 
(1) Uncollectible accounts written off.
 
(2) Impact on allowance for possible losses due to foreign currency translation.
 
(3) The release of valuation allowances related to deferred tax assets.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE
 
None.
 
ITEM 9A. CONTROLS AND PROCEDURES
 
Evaluation of Disclosure Controls and Procedures
The Chief Executive Officer and Chief Financial Officer have evaluated the effectiveness of the Company’s disclosure controls and procedures (as defined in
Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended, the “Exchange Act”) as of January 31, 2026. The Company’s disclosure
controls and procedures are designed to provide reasonable assurance that information required to be disclosed by the Company in the reports the Company
files or submits under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms, and to
provide reasonable assurance that such information is accumulated and communicated to the Company’s management, including its Chief Executive Officer
and Chief Financial Officer, as appropriate to allow timely decisions regarding required disclosure. Based on this evaluation, the Chief Executive Officer and
Chief Financial Officer have concluded that, as of January 31, 2026, our disclosure controls and procedures were not effective because of the material
weaknesses in internal control over financial reporting, as described below.
 
Management’s Annual Report on Internal Control over Financial Reporting
The Company’s management is responsible for establishing and maintaining adequate internal control over financial reporting, as such term is defined in Rules
13a-15(f) and 15d-15(f) under the Exchange Act. As required by Rule 13a-15(c) under the Exchange Act, the Company’s management carried out an
evaluation, with the participation of the Chief Executive Officer and Chief Financial Officer, of the effectiveness of the Company’s internal control over
financial reporting as of January 31, 2026. In making such evaluation, management used the criteria described in “Internal Control-Integrated Framework”
(2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).
 
The Company’s internal control over financial reporting is designed 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. Because of its inherent limitations,
internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of effectiveness to future periods are
subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.
 
Based on management’s evaluation, management has concluded that we did not maintain effective internal control over financial reporting as of January 31,
2026, due to the material weaknesses identified below.
 
A material weakness is a deficiency, or a combination of deficiencies, in internal control over financial reporting, such that there is a reasonable possibility that
a material misstatement of the Company’s annual or interim financial statements will not be prevented or detected on a timely basis.
 
The material weaknesses are as follows:
 

 
● We did not design and maintain effective controls in response to the risks of material misstatement. Specifically, changes to existing controls or

the implementation of new controls have not been sufficient to respond to changes to the risks of material misstatement in financial reporting.
This contributed to the following material weaknesses;

 
● We did not design and maintain effective controls over segregation of duties related to manual journal entries, account reconciliations and the

purchases and payables process. We did not design and maintain effective controls over review of the financial close process, including the
statement of cash flows and to verify the financial statement disclosures agree to the Company’s accounting records; and  

  ● We did not design and maintain effective controls at operating locations in the Middle East and North Africa (“MENA”), including not
maintaining sufficient documentation to support an evaluation that controls over all business processes were designed and operating effectively.

 
These material weaknesses resulted in adjustments to property, plant, and equipment, net of accumulated depreciation, trade accounts payable, trade accounts
receivable, and the statement of cash flows. These adjustments resulted in a revision of the unaudited consolidated financial statements as of and for the period
ended April 30, 2024, a restatement as of and for the period ended July 31, 2024 and material adjustments as of and for the period ended October 31, 2024.
These material weaknesses also resulted in immaterial corrected and uncorrected misstatements in the statement of cash flows and to stock based compensation
expense, unbilled receivables, prepaid expenses and other current assets, operating lease liability short-term, other long-term assets, cost of sales, property,
plant and equipment, net of accumulated depreciation, income taxes payable, deferred tax assets, income tax expense costs in excess of billings on uncompleted
contracts, and billings in excess of costs and estimated earnings on uncompleted contracts as of and for the year ended January 31, 2026, and in the interim
periods ended April 30, 2025, July 31, 2025, and October 31, 2025.
 
Additionally, each of these material weaknesses could result in a material misstatement of substantially all accounts and disclosures that would result in a
material misstatement in the Company’s consolidated annual or interim financial statements that would not be prevented or detected on a timely basis.
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Remediation Plan for the Material Weaknesses in Internal Control over Financial Reporting
While management, under the leadership of our CEO, has improved our internal control over financial reporting throughout the fiscal year ended January 31,
2026, additional time and effort is required to fully complete the remediation activities. We continue to believe these actions will be effective in the remediation
of the material weaknesses, but these activities currently remain ongoing.
 

 

● During the fiscal year ended January 31, 2026, we initiated an entity wide risk assessment over our financial reporting and our internal control
over financial reporting, including identification of financially relevant systems and business processes at the financial statement assertion level,
and to identify controls to address the identified risks. We will continue to complete our risk assessment and enhance the design of existing
controls, as well as implement new controls in future period;

 
We continue to design and implement controls to identify and evaluate changes in our business and the impact on our internal control over financial reporting;
Our remediation plans related to entity level controls, financial reporting controls, and business process controls include:
 

  ● Enhancing our segregation of duties framework within the journal entry and account reconciliation processes and the purchases and payables
cycle to ensure appropriate segregation of duties within these areas;

  ● We are updating the design of controls for the preparation and review of the financial close process, including the statement of cash flows and to
verify the financial statement disclosures agree to the Company’s accounting records.

 
In addition to the items noted above, our remediation plans related to our MENA locations include the following:
 
  ● We continued to enhance the design and operation of controls over business processes that are relevant to our MENA locations;
  ● We continued to formalize our financial reporting processes and procedures.
 
The Company anticipates the actions described above will strengthen the Company’s internal control over financial reporting and will address the related
material weaknesses described above. However, the material weaknesses cannot be considered fully remediated until the necessary controls have been
appropriately designed and implemented. The remediation process and procedures will also need to be in operation for a period of time and management
conclude through testing, that these controls are operating effectively. As we continue to evaluate and improve our internal control over financial reporting, we
may design or modify additional controls or certain of the remediation procedures described above.
 
Changes in Internal Control over Financial Reporting
There were changes to our internal control over financial reporting which were identified in connection with the evaluation required by Rules 13a-15(d) or 15d-
15(d) under the Exchange Act during the quarter ended January 31, 2026, that have materially affected, or are reasonably likely to materially affect, our internal
control over financial reporting. These changes include enhancements to the segregation of duties within the journal entry and financial close processes as well
as improvements related to the design and documentation of controls at our MENA operating locations.

Attestation Report of Registered Public Accounting Firm 
PricewaterhouseCoopers LLP ("PwC"), an independent registered public accounting firm, has audited the effectiveness of the Company’s internal control over
financial reporting as of January 31, 2026. PwC’s report on our internal control over financial reporting as of January 31, 2026 can be found under Item 8,
Financial Statements and Supplementary Data.
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ITEM 9B. OTHER INFORMATION
 
Not applicable.
 
ITEM 9C. DISCLOSURE REGARDING FOREIGN JURISDICTIONS THAT PREVENT INSPECTIONS
 
Not applicable.
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PART III
 
 
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE
 
Information with respect to this item is incorporated herein by reference to the Company's definitive proxy statement for its  2026  annual meeting of
stockholders.
 
Information with respect to executive officers of the Company is included in Part I, Item 1, hereof under the caption "Information about our Executive
Officers".
 
 
ITEM 11. EXECUTIVE COMPENSATION
 
Information with respect to this item is incorporated herein by reference to the Company's definitive proxy statement for its  2026  annual meeting of
stockholders.
 
 
ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER

MATTERS
 
Equity Compensation Plan Information
 
The following table provides information regarding the number of shares of common stock that may be issued upon exercise of outstanding options, warrants
and rights under the Company's equity compensation plans and the weighted-average exercise price and number of shares of common stock remaining
available for issuance under those plans as of January 31, 2026.
 

 

 

Number of shares to be issued upon
exercise of outstanding options,

warrants and rights  

Weighted-average exercise price of
outstanding options, warrants and

rights

 

Number of shares remaining
available for future issuance under

equity compensation plans
(excluding shares reflected in column

(a))
Plan Category   (a)(1)   (b)(1)   (c)(2)
Equity compensation plans approved
by stockholders   300   $7.33   331,236

 
(1) The amounts shown in columns (a) and (b) of the above table do not include 159,635 outstanding shares of restricted stock granted under the

Company's previous stock incentive plans, including the 2021 Omnibus Stock Incentive Plan  dated May 26, 2021 ("2021 Plan") and the
2024 Omnibus Stock Incentive Plan dated July 2024 ("2024 Plan").

(2) The 2021 Plan expired on May 26, 2024. The 2024 Plan will expire in July 2027.
 
The other information with respect to this item is incorporated herein by reference to the Company's definitive proxy statement for its 2026 annual meeting of
stockholders.
 
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE
 
Information with respect to this item is incorporated herein by reference to the Company's definitive proxy statement for its  2026  annual meeting of
stockholders.
 
ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES
 
Information with respect to this item is incorporated herein by reference to the Company's definitive proxy statement for its  2026  annual meeting of
stockholders.
 

PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
 
(a) The following documents are filed as part of this report:
 

(1) Financial Statements: See the Consolidated Financial Statements under Item 8 of this Report.
 
(2) Financial Statement Schedule: Schedule II - Valuation and Qualifying Accounts.
 
(3) Exhibits: See Index to Exhibits directly below.
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EXHIBIT INDEX
 
The exhibits listed below are filed herewith except the exhibits described below as incorporated by reference. Exhibits not filed herewith are incorporated by
reference to such exhibits filed by the Company under the location set forth under the caption "Description and Location" below. The Commission file number
for the Company's Exchange Act filings referenced below is 001-32530.
Exhibit No.   Description and Location

3.1
 

Certificate of Incorporation of Perma-Pipe International Holdings, Inc. [Incorporated by reference to Exhibit 3.3 to Registration Statement No.
33-70298]

3.2
 

Certificate of Amendment to Certificate of Incorporation of Perma-Pipe International Holdings, Inc. [Incorporated by reference to Exhibit 3.1
to the Company's Current Report on Form 8-K filed on March 20, 2017]

3.3
 

Seventh Amended and Restated By-Laws of Perma-Pipe International Holdings, Inc. [Incorporated by reference to Exhibit 3.1 to the
Company's Current Report on Form 8-K filed on April 4, 2025]

4.1
 

Description of the Registrant's Securities Registered Pursuant to Section 12 of the Securities Exchange Act of 1934 [Incorporated by reference
to Exhibit 4(d) to the Company's Annual Report on Form 10-K for the fiscal year ended January 31, 2020 filed on April 21, 2020]

10.1
 

Form of Directors and Officers Indemnification Agreement [Incorporated by reference to Exhibit 10.1 to the Company's Annual Report on
Form 10-K for the fiscal year ended January 31, 2006 filed on May 15, 2006] *

10.2
 

Revolving Credit and Security Agreement, dated September 20, 2018, by and among the Company, PNC Bank, National Association, and the
other parties thereto [Incorporated by reference to Exhibit 10.1 to the Company's Current Report on Form 8-K filed on September 24, 2018]

10.3

 

Second Amendment and Waiver to Revolving Credit and Security Agreement, dated September 17, 2021, by and among the Company, PNC
Bank, National Association, and other parties thereto [Incorporated by reference to Exhibit 10.1 to the Company's Current Report on Form 8-K
filed on September 21, 2021]

10.4
 

Executive Employment Agreement, dated October 2, 2023, by and between the Company and Matthew E. Lewicki [Incorporated by reference to
Exhibit 10.1 to the Company's Current Report on Form 8-K filed on October 2, 2023]*

10.5
 

Perma-Pipe International Holdings, Inc. 2024 Omnibus Stock Incentive Plan [Incorporated by reference to Appendix A to the Company's
Definitive Proxy Statement on Schedule 14A filed on June 21, 2024]*

10.6
 

Lease dated March 15, 2021, between the Company and Nash88 [Incorporated by reference to Exhibit 10.4 to the Company's Current Report
on Form 8-K/A filed on April 22, 2021]

10.7
 

Form of Restricted Stock and Performance Award Agreement under the 2024 Omnibus Stock Incentive Plan [Incorporated by reference to
Exhibit 10.20 on Form 10-K for the fiscal year ended January 31, 2025 filed on May 1, 2025]*

10.8
 

Form of Non-Employee Director Restricted Stock Unit Agreement under the 2024 Omnibus Stock Incentive Plan [Incorporated by reference to
Exhibit 10.21 on Form 10-K for the fiscal year ended January 31, 2025 filed on May 1, 2025]*

10.9
 

Executive Employment Agreement, dated September 9, 2025, by and between the Company and Saleh Sagr [Incorporated by reference to
Exhibit 10.1 to the Company's Quarterly Report on Form 10-Q filed on September 15, 2025]*

14.1
 

Code of Conduct [Incorporated by reference to Exhibit 14 of the Company's Annual Report on Form 10-K/A for the fiscal year ended January
31, 2004 filed on June 1, 2004]

19.1
 

Insider Trading Policy [Incorporated by reference to Exhibit 19.1 of the Company's Annual Report on Form 10-K for the fiscal year ended
January 31, 2025 filed on May 1, 2025]

21.1
 

Subsidiaries of Perma-Pipe International Holdings, Inc. [Incorporated by reference to Exhibit 21.1 of the Company's Annual Report on Form
10-K for the fiscal year ended January 31, 2025 filed on May 1, 2025]

23.1  Consent of Independent Registered Public Accounting Firm - PricewaterhouseCoopers LLP
24.1  Power of Attorney executed by directors and officers of the Company
31.1  Rule 13a - 14(a)/15d - 14(a) Certification (1) Chief Executive Officer certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
31.2  Rule 13a - 14(a)/15d - 14(a) Certification (2) Chief Financial Officer certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
32.1

 
Section 1350 Certifications (1) Chief Executive Officer certification pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and (2) Chief
Financial Officer certification pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

97.1
 

Recoupment of Incentive Compensation Following a Restatement [Incorporated by reference to Exhibit 97 to the Company's Annual Report on
Form 10-K for the fiscal year ended January 31, 2024 filed on April 26, 2024]

101.INS  Inline XBRL Instance
101.SCH  Inline XBRL Taxonomy Extension Schema
101.CAL  Inline XBRL Taxonomy Extension Calculation
101.DEF  Inline XBRL Taxonomy Extension Definition
101.LAB  Inline XBRL Taxonomy Extension Labels
101.PRE  Inline XBRL Taxonomy Extension Presentation

104  Cover Page Interactive Data File (embedded within the Inline XBRL and contained in Exhibit 101)
*Management contracts and compensatory plans or agreements 
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ITEM 16. FORM 10-K SUMMARY
 
None.
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SIGNATURES
 
Pursuant to the requirements of Section 13 or 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.
 
 
  Perma-Pipe International Holdings, Inc.  
     
Date:   April 16, 2026 /s/ Saleh Sagr  
  Saleh Sagr  
  President, Chief Executive Officer, and Director  
  (Principal Executive Officer)  
 
Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the registrant and
in the capacities and on the date indicated.
 
SALEH SAGR   President, Chief Executive Officer, and Director (Principal Executive Officer)    
         
MATTHEW E. LEWICKI*

 
Vice President and Chief Financial Officer (Principal Financial and Accounting
Officer)  

 

         
IBRAHIM JAHAM AL KUWARI*   Director    
         
JON C. BIRO*    Director and Chairman of the Board of Directors    
         
RICHARD M. SHERRILL*   Director    
         
NANCY ZAKHOUR*   Director    
           
*By: /s/ Saleh Sagr   Individually and as Attorney in Fact    
  Saleh Sagr        
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EXHIBIT 23.1
 

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
 
We hereby consent to the incorporation by reference in the Registration Statements on Form S-3 (Nos. 333-263913, 333-230895) and Form S-8 (Nos. 333-
282410, 333-256981, 333-224642,  333-190241, 333-186055, 333-182144, and 333-130517) of Perma-Pipe International Holdings, Inc. of our report
dated April 16, 2026 relating to the financial statements, financial statement schedule and the effectiveness of internal control over financial reporting, which
appears in this Form 10-K.
 
 
/s/ PricewaterhouseCoopers LLP
 
Houston, Texas
April 16, 2026
 
 



Exhibit 24.1
 

POWER OF ATTORNEY
 
KNOW ALL PERSONS BY THESE PRESENTS, that each of the undersigned, being a director or officer, or both, of Perma-Pipe International Holdings,
Inc., a Delaware corporation (the "Company"), does hereby constitute and appoint SALEH SAGR and/or MATTHEW E. LEWICKI, with full power to each of
them to act alone, as the true and lawful attorneys and agents of the undersigned, with full power of substitution and resubstitution to each of said attorneys to
execute, file or deliver any and all instruments and to do all acts and things which said attorneys and agents, or any of them, deem advisable to enable the
Company to comply with the Securities Exchange Act of 1934, as amended, and any requirements or regulations of the Securities and Exchange Commission
in respect thereof, in connection with the Company's filing of an annual report on Form 10-K for the Company's fiscal year ended January 31, 2026, including
specifically, but without limitation of the general authority hereby granted, the power and authority to sign his or her name as a director or officer, or both, of
the Company, as indicated below his or her signature, to the Form 10-K, and any amendment thereto; and each of the undersigned does hereby fully ratify and
confirm all that said attorneys and agents, or any of them, or the substitute of any of them, shall do or cause to be done by virtue hereof.
 
IN WITNESS WHEREOF, each of the undersigned has executed this Power of Attorney as of this 16th day of April 2026.
 
 
/s/ Saleh Sagr,
Saleh Sagr, President, Chief Executive Officer, and Director (Principal Executive
Officer)  

 
/s/ Jon C. Biro
John C. Biro, Director, Chairman of the Board of Directors

     
/s/ Matthew E. Lewicki
Matthew E. Lewicki, Vice President and Chief Financial Officer (Principal Financial
and Accounting Officer)  

/s/ Ibrahim Jaham Al Kuwari
Ibrahim Jaham Al Kuwari, Director

     

   
/s/ Richard M. Sherrill
Richard M. Sherrill, Director

     

   
/s/ Nancy Zakhour
Nancy Zakhour, Director

 
 



Exhibit 31.1
 

CERTIFICATION
 
I, Saleh Sagr, certify that:
 
1. I have reviewed this annual report on Form 10-K of Perma-Pipe International Holdings, Inc.
 
2. 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;
 
3. Based on my knowledge, the financial 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;
 
4. The registrant's other certifying officer and I 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 Rules 13a-15(f) and 15d-15(f)) for the
registrant and 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;

  (c) 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 this report 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 quarter 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. The registrant's other certifying officer and I 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 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.
 
Date:    April 16, 2026
 
/s/ Saleh Sagr
Saleh Sagr
President, Chief Executive Officer, and Director
(Principal Executive Officer)
 



Exhibit 31.2
 

CERTIFICATION
 
I, Matthew E. Lewicki, certify that:
 
1. I have reviewed this annual report on Form 10-K of Perma-Pipe International Holdings, Inc.
 
2. 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;
 
3. Based on my knowledge, the financial 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;
 
4. The registrant's other certifying officer and I 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 Rules 13a-15(f) and 15d-15(f)) for the
registrant and 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;

  (c) 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 this report 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 quarter 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. The registrant's other certifying officer and I 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 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.
 
Date:    April 16, 2026
 
/s/ Matthew E. Lewicki
Matthew E. Lewicki
Vice President and Chief Financial Officer
(Principal Financial and Accounting Officer)
 



Exhibit 32
 
 

Certification of Principal Executive Officers
Pursuant to 18 U.S.C. 1350

(Section 906 of the Sarbanes-Oxley Act of 2002)
 
The undersigned in their capacities as Chief Executive Officer and Chief Financial Officer of Perma-Pipe International Holdings, Inc. (the “Registrant'), certify
that, to the best of their knowledge, based upon a review of the Annual Report on Form 10-K for the period ended January 31, 2026 of the Registrant, (the
“Report”):
 
  (1) The Report fully complies with the requirements of Section 13(a) of the Securities Exchange Act of 1934, as amended; and
     
  (2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Registrant.
 
 
/s/ Saleh Sagr
Saleh Sagr
President, Chief Executive Officer, and Director
(Principal Executive Officer)
April 16, 2026
 
/s/ Matthew E. Lewicki
Matthew E. Lewicki
Vice President and Chief Financial Officer
(Principal Financial and Accounting Officer)
April 16, 2026
 
A signed original of this written statement required by Section 906 has been provided by Perma-Pipe International Holdings, Inc. and will be retained by
Perma-Pipe International Holdings, Inc. and furnished to the Securities and Exchange Commission or its staff upon request.
 
 


