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CAUTIONARY STATEMENTS FOR FORWARD-LOOKING INFORMATION

This Annual Report includes “forward-looking statements’” which appear in a number of places
in this Annual Report and include statements regarding the intent, belief or current expectations with
respect to, among other things, the ability to borrow funds under the Senior Credit Facility, the ability to
successfully implement operating strategies, including trends affecting the business, financia condition
and results of operations. All statements other than statements of historical facts included in this Annual
Report, including, without limitation, the statements under “Management’s Discussion and Analysis of
Financial Condition and Results of Operations’ and “Business,” and located elsewhere herein regarding
industry prospects and the Company’s financia position are forward-looking statements. Readers are
cautioned not to place undue reliance on these forward-looking statements, which speak only as of the
date hereof. Although the Company believes that the expectations reflected in such forward-looking
statements are reasonable, they can give no assurance that such expectations will prove to have been
correct.

PART I.
ITEM 1. BUSINESS
General

Throughout this annual report, we refer to Alliance Laundry Holdings LLC, a Delaware limited
liability company, as “Alliance Holdings,” and, together with its consolidated operations, as “ Company”,
“Alliance’, “we,” “our,” and “us,” unless otherwise indicated. Any reference to “Alliance Laundry”
refers to our wholly-owned subsidiary, Alliance Laundry Systems LLC, a Delaware limited liability
company, and its consolidated operations, unless otherwise indicated. Throughout this annual report the
term “stand-alone commercia laundry equipment” refers to commercial laundry equipment excluding
drycleaning equipment and custom engineered, continuous process laundry systems and the term “ stand-
alone commercia laundry equipment industry” includes laundromats, multi-housing laundries and on-
premise laundries and excludes drycleaners and continuous process laundries.

Our business began in 1908 when we introduced a hand-operated washer to the marketplace.
Industry leading features were introduced under the Speed Queen brand with the introduction of stainless
steel wash tubs in 1938 and automatic washers and dryersin 1952. In 1956, McGraw Electric Company
purchased our business. Manufacturing and marketing of coin-operated laundry equipment began in
1957. The addition of Huebsch brand commercial tumblers in 1978 further expanded our product line.
In 1979, Raytheon Company, or Raytheon, purchased our business. During the next 19 years, we
expanded the capabilities of our commercial laundry business by purchasing the UniMac product line
and established ourselves as a leader in the commercia laundry industry. Following an initiative by
Raytheon to divest itself of its commercial laundry business, on May 5, 1998, Bain Capital Partners,
LLC, (“Bain”), and members of our management, acquired 93% common equity interest in us with
Raytheon continuing to own 7% of the common interests. We continued to expand our commercial
laundry business by purchasing the Ajax product lines in 2000. In late 2003, Raytheon sold all of its
debt and equity interests to a group of investors consisting of affiliates of each of Trust Company of the
West, (“TCW?"), and Sankaty Advisors, (“Sankaty”). In January 2005, Ontario Teachers Pension Plan
Board, (“OTPP”), indirectly acquired approximately 91.8% of the equity interests of Alliance Laundry
through ALH Holding Inc. (“ALH"), and our management indirectly owns the remainder of Alliance
Laundry’s equity interests through ALH. ALH owns 100% of the equity interests of Alliance Holdings.



For additional information about the OTPP acquisition, see the discussion under “Management’s
Discussion and Analysis of Financial Condition and Results of Operations—Recent Devel opments.”

Alliance Laundry Corporation (“ALC”) is a wholly-owned subsidiary of Alliance that was
incorporated in 1998 for the sole purpose of serving as a co-issuer of Alliance Laundry’s Series B 9
5/8% Senior Subordinated Notes due 2008 (the “1998 Senior Subordinated Notes’). As of March 7,
2005, there were no 1998 Senior Subordinated Notes outstanding. ALC aso served as the co-issuer of
the Alliance Laundry’s 8 1/2% Senior Subordinated Notes due 2013 (the “2005 Senior Subordinated
Notes’), which notes were issued in connection with the OTPP acquisition. ALC does not have any
substantial operations or assets of any kind and will not have any revenue.

We believe that we are the leading designer, manufacturer and marketer in North America of
commercia laundry equipment used in laundromats, multi-housing laundries and on-premise laundries.
Under the well-known brand names of Speed Queen, UniMac and Huebsch, we produce a full line of
commercia washing machines and dryers with load capacities from 16 to 250 pounds. We believe we
have been the market share leader in the North American stand-alone commercia laundry equipment
industry for more than ten years. With an estimated market share in North America of approximately
38% in 2004, we believe our commercial laundry sales are more than twice as large as those of our next
largest competitor. We also offer laundry and drycleaning presses and shirt finishing equipment under
the Ajax brand.

We attribute our industry leading position to: (i) the quality, reliability and functionality of our
products; (ii) the breadth of our product offerings; (iii) our extensive distributor network and strategic
alliances with key customers; and (iv) our investment in new product development and manufacturing
capabilities. As aresult of our market leadership, we believe the installed base of Company branded
equipment is the largest in the industry, thereby generating significant recurring sales of replacement
equipment and service parts. In addition to stand-alone commercia laundry equipment, we also offer
presses and finishing equipment used in the drycleaning segment under the Ajax® name.
Internationally, we generated revenue of $41.3 million, $34.0 million and $29.2 million in 2004, 2003
and 2002, respectively. For 2004, 2003 and 2002 we generated net revenues of $281.0 million, $267.6
million and $255.2 million and EBITDA (as defined in Item 6 — Selected Financial Data) of $45.1
million, $53.1 million and $40.5 million, respectively.

We serve three distinct end-customer groups: (i) laundromats; (ii) multi-housing laundries,
consisting primarily of common laundry facilities in apartment buildings, universities and military
installations; and (iii) on-premise laundries, consisting primarily of in-house laundry facilities in hotels,
hospitals, nursing homes and prisons. The primary means of serving these end-customers is through
distributors and route operators. We reach laundromat and on-premise laundry end-customers through a
network of over 200 North American distributors and over 150 international distributors, serving over
100 different countries. Our distributors purchase equipment from us, then re-sell and install it for
laundromat and on-premise end-customers. We serve multi-housing end-customers through a network
of over 85 route operators. Route operators purchase equipment from us, and then obtain leases from
multi-housing property managers to place it into common laundry rooms.

We believe that we have the most extensive distribution network in North America which gives
us a significant competitive advantage. We estimate that our distributors and route operators have either
the number one or number two market position in over 80% of North American markets. We believe
that the superior quality and loyalty of our distribution network has been a significant factor in achieving
the number one market share in North Americain each of our three end-customer groups.
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We estimate that the North American stand-alone commercial laundry equipment industry
generated approximately $479 million in revenue in 2004. The industry’s revenues are primarily driven
by population growth and the replacement cycle of laundry equipment. North American consumers view
clean clothes as a necessity, with economic conditions having limited effect on the frequency of use, and
therefore the useful life, of laundry equipment. As aresult, the industry’ s revenues have been relatively
stable over time and through economic downturns.

With investments totaling over $23.0 million since 2000, we have completed the development of
many new products, the redesign of existing products and the modernization of our manufacturing
facilities in Wisconsin and Florida. We believe our considerable investment in our product line and
manufacturing capabilities has strengthened and will continue to enhance our market |eadership position.

Company Strengths

Market Leader with Sgnificant Installed Base. We believe that we are the market share leader in
the overall North American stand-alone commercial laundry equipment industry, and we believe that our
commercia laundry sales are more than twice as large as those of our next largest competitor. We
estimate that our overall market share in North America is approximately 38% in 2004. In addition to
leading the overall market in North America, we believe that we are the leader in sales to each of our
three primary end-customer groups. As aresult of being the market leader for over ten years, we believe
that we have the largest installed base of equipment in North America, comprised of over two million
machines. A significant mgjority of our revenue is attributable to replacement sales which are driven by
our large installed base combined with an average ten year estimated life per machine.

Extensive and Loyal Distribution Networks. We believe we have developed the most extensive
distribution network in North America, with over 250 distributors and over 85 route operators. We
estimate that our laundromat and on-premise laundry distributors and multi-housing route operators have
either the number one or number two market position in over 80% of North American markets. These
leading distributors and route operators are attracted by our industry-leading brand equity, broad product
array, significant installed base and our comprehensive value-added support, which includes training,
extensive electronic support of installation and service and joint promotion efforts. These factors lead to
high costs for distributors and route operators to switch manufacturers, especially when combined with
their substantial investments in service parts inventories and in training their sales and installation
personnel with respect to our highly engineered products. Our end-customers place great value on the
proven reliability of our products, backed by years of demonstrated experience in the field, as this
significantly impacts their long term repair and maintenance expenses. We have not historically
experienced any significant turnover of our distributors and route operators, of which a significant
number have been customersfor over ten years.

Comprehensive and Innovative Product Offering. We believe our product lines lead the industry
in reliability, breadth of offerings, functionality and advanced features. In addition, we believe we are
the only manufacturer in North America to produce a full product line (including topload washers,
dryers, frontload washers, washer-extractors, tumbler dryers and finishing equipment for all commercial
customer groups), thereby providing customers with a single source solution for al their stand-alone
commercia laundry equipment needs. Our development team of more than 80 engineers and technical
personnel, along with our marketing and sales personnel, work together with our major customers to
redesign and enhance our products to better meet customer needs. Many of our new products place an
emphasis on energy efficiency and feature new electronic controls, facilitating ease of use as well as
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improving performance and reliability. In 1999, for example, in response to customer demand, we
introduced a new line of small-chassis frontload washers, offering increased water and energy efficiency
to multi-housing laundries. In late 2000 we introduced our NetMaster system of technologically
advanced laundry products offering multi-housing and laundromat operators more flexibility and
accountability, allowing operators to change vend prices, cycle times, rinse options and cycle selections
from a remote site while aso auditing machine operation. We estimate that since the introduction of the
NetMaster system, over 300 laundries have been built with this product, with approximately 20% of
those being fully networked. In 2003, we introduced an upgraded Micro-electronic Display Control on
the topload washer that conserves water and energy. The improved efficiency qualifies the Micro-
electronic Display Control topload washer for the ENERGY STAR label and other federal and local
energy efficiency programs. In 2004 we introduced our Wash Alert system which alows students to
view the availability of equipment in their common laundry areas and to view the status of their laundry
from the convenience of their dorm rooms.

Leading North American Brands. We market and sell our products under the widely recognized
brand names Speed Queen, UniMac, Huebsch and Ajax. We believe that we have industry-leading
brand equity and brand recognition, based upon historical customer survey results and the substantial
market share growth achieved since 1994.

Srong and Incentivized Management Team. Led by chief executive officer and president
Thomas L’Esperance, we have assembled a strong and experienced management team. Our seven
executive officers average over 17 years of experience in the commercial laundry equipment and
appliance industries. This management team has executed numerous strategic initiatives, including: (i)
developing strategic alliances with key customers; (ii) acquiring and successfully integrating the
commercial washer-extractor business of UniMac and the drycleaning press and shirt finishing
equipment business of Ajax; (iii) implementing manufacturing cost reduction and quality improvement
programs, and (iv) ongoing refinements to our product offerings. In addition, management owns
approximately 8% of the Company’s common equity on a diluted basis.

Business Strategy

Our strategy is to continue our strong financial performance and selectively pursue growth
opportunities by offering to our customers a full line of the most reliable and functional stand-alone
commercia laundry equipment, together with industry-leading, comprehensive value-added services.
The key elements of our strategy are as follows:

Develop and Strengthen Relationships with Key Customers. We have developed and will
continue to pursue long-term relationships with key customers and will pursue supply agreements where
appropriate. The relationships that we establish with our customers are comprehensive and include
training, extensive technical support and promotion activities. In addition, we model our product
development efforts to meet evolving customer preferences by working with key customers to develop
new products, features and value-added services.

We have not experienced any significant customer turnover. Our top ten customers, other than a
significant new account that was added in 2003, have been our customers for at least ten years.
Coinmach, which is the largest operator of multi-housing laundries in North America, has been a
significant customer of ours for over two decades.



Continue to Improve Manufacturing Operations. We seek to continuously enhance our product
quality and reduce costs through ongoing refinements to our manufacturing processes. We have
achieved such improvements, and intend to continue doing so, through collaboration among key
customers, suppliers and our engineering and marketing personnel. Since 1995, we have progressively
reduced our manufacturing costs through improvements in raw material usage and labor efficiency, as
well as plant consolidation. Since 2000, we have been implementing a demand flow production system
on our higher volume product lines. These process changes have resulted in significant improvementsin
assembly efficiency, inventory levels, customer order lead times and production quality. For example,
labor productivity improved by 2.4% from 2003 to 2004, and over the same period, we reduced our first
year warranty costs to less than 0.3% of sales.

Expand into the U. S. Home Laundry Market. We re-entered the U.S. home laundry market in
October 2004, after the expiration of a non-compete agreement. This non-compete agreement was a
result of the divestiture of a sister division in 1997. Our strategy in the home laundry market is dual-
pronged. First, we are targeting mid to high-end home laundry market with existing products that we
currently sell internationally and into commercial markets. These existing products are designed to have
useful lives approximately twice that of typical home laundry equipment. We plan to leverage the strong
brand equity of our Speed Queen name in order to recapture a portion of our historic market share.
Second, we have signed a letter-of-intent with an ultra-premium home appliance company to produce
professional-quality home laundry equipment to be sold under their brand name. This strategy to enter
the mid to high-end home laundry markets should allow us to expand our sales and continue to diversify
our customer base with minimal incremental capital expenditures since these products will be produced
inour current facilities.

Industry Overview

We estimate that North American stand-alone commercia laundry equipment sales were
approximately $479 million in 2004. We believe that the North American market for stand-alone
commercia laundry equipment has grown at a compound annual rate of approximately 0.9% since 1994.
North American commercia laundry equipment sales historically have been relatively insulated from
business and economic cycles, given that economic conditions tend not to affect the frequency of use, or
replacement, of laundry equipment. We believe steady industry growth will be sustained by continued
population expansion and by customers increasingly “trading up” to equipment with enhanced
functionality and higher average selling prices.

Manufacturers of stand-alone commercial laundry equipment compete on their ability to satisfy
several customer criteria, including: (i) equipment reliability and durability; (ii) performance criteria
such as water and energy efficiency, load capacity and ease of use; (iii) the availability of innovative
technol ogies such as cashless payment systems and advanced electronic controls, which improve ease of
use and management audit capabilities; (iv) the ability to swiftly and reliably provide servicing for their
equipment; and (v) the supply of value-added services such as rapid spare parts delivery, equipment
financing and computer-aided assistance in the design of commercial laundries.

Trends and Characteristics
North American Growth Drivers. We believe that continued population expansion in North
Americawill continue to drive steady demand for garment and textile laundering by all customer groups

that purchase commercia laundry equipment. We believe population growth has historically supported

7



replacement and some modest growth in the installed base of commercia laundry equipment.
According to the U.S. Census Bureau, the United States population has grown at a compound annual rate
of 1.2% since 1994 and is projected to grow at approximately 0.8% per year on average over the next ten
years.

In addition, customers are increasingly trading up to equipment with enhanced functionality,
thereby raising average selling prices. For example, the larger national and regional customers in the
laundromat and multi-housing customer groups are more likely to take advantage of recently available
electronic features, such as cashless payment systems and advanced electronic controls which we believe
provide these customers with a competitive advantage. Customers are also moving towards equipment
with increased water and energy efficiency as the result of government and consumer pressure and a
focus on containing operating costs.

Limited End Use Cyclicality. North American commercial laundry equipment sales historically
have been relatively insulated from business and economic cycles because economic conditions tend not
to affect the frequency of use, or replacement, of laundry equipment. The useful life of commercial
laundry equipment, and thus the timing of replacement of the equipment, are also generally unaffected
by economic conditions. The useful life of stand-alone commercial laundry equipment is generaly 7 to
14 years. Under all economic conditions, owners of commercial laundries typically continue to use their
equipment until it can no longer be economically repaired or until competition forces the owner to
upgrade their equipment in order to improve its appearance or functionality.

International Growth. We anticipate growth in demand for commercial laundry equipment in
international markets. We believe this is particularly true in developing countries where laundry needs
are currently less sophisticated than in North America.  We believe that continued development and
growth of disposable income in these countries will cultivate an increased need and demand for laundry
services addressable by our products.

Reducing Customer Operating Costs. The time required to wash and dry a given load of laundry,
which we refer to as cycle time, has a significant impact on the economics of a commercia laundry
operation. Accordingly, commercial laundry equipment manufacturers produce equipment that provides
progressively shorter cycle times through improved technology and product innovation. This shorter
cycle time decreases labor costs and increases the volume of laundry that can be processed in a given
time period. Examples of methods for reducing cycle time are: (i) shortening fill, drain and wash times;
and (ii) decreasing water extraction time by increasing spin speed. Our product enhancements in 2000
increased our topload washer’s spin speed to the fastest in the commercial laundry equipment industry at
that time, and we have increased our topload washer’s spin speed since then to remain at the top of the
industry. The higher spin speed substantially increases water extraction and thereby lowers moisture
retention. For coin laundromat and multi-housing laundry owners, the lower moisture retention results
in reduced energy bills for clothes drying operations. Overall, this improvement provides faster drying
times, lower energy costs and the potential for increased revenue generating cycles per day.

Customer Categories

Sand-alone Commercial Laundry Equipment. Each of the stand-alone commercial laundry
equipment industry’s three primary customer groups—Ilaundromat operators, multi-housing laundry
operators and on-premise laundry operators—is served through a different distribution channel and has
different requirements with respect to equipment load capacity, performance and operating features.
Vended equipment purchased by multi-housing route operators is most similar to consumer machines
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sold to retail customers and is generally purchased directly from us. Equipment purchased by
laundromats and on-premise laundries has greater durability, delivers increased capacity, provides more
sophisticated cleaning and faster drying capabilities and is generally purchased through distributors. In
addition, we separately sell drycleaning equipment to drycleaners.

Laundromats. We estimate that laundromats accounted for approximately 54% of the sales for
the North American stand-alone commercial laundry equipment industry in 2004 and that we have a
31% market share for this customer category. There are an estimated 35,000 laundromats in North
America. These laundromats typically provide walk-in, self-service washing and drying and primarily
purchase commercial topload washers, washer-extractors and tumblers. Washer-extractors and tumblers
are larger-capacity, higher-performance washing machines and matching large capacity dryers,
respectively. Laundromats have historically been owned and operated by sole proprietors who typically
rely on distributors to find locations for stores, design the laundromat, provide and install equipment and
provide technical and repair support and broader business services. For example, distributors frequently
host seminars for potential laundromat proprietors on laundromat investment opportunities. Independent
laundromat proprietors also look to distributors and manufacturers for equipment financing. Given the
laundromat owner’s reliance on the services of its local distributor, we believe that a strong distributor
network in local markets differentiates manufacturers which serve this customer group.

In addition to distributor relationships, we believe that laundromat owners choose among
different manufacturers products based on, among other things: (i) availability of equipment financing;
(i) reputation, reliability and ease and cost of repair; (iii) the water and energy efficiency of the products
(approximately 23% of annual gross wash and dry revenue of laundromats is consumed by utility costs,
according to the Coin Laundry Association, or CLA); and (iv) the efficient use of physical space in the
store (approximately 27% of annual gross revenue of laundromats is expended on rent, according to the
CLA’s“2004 Coin Laundry Industry Survey”).

Multi-Housing Laundries.  We estimate that multi-housing laundries accounted for
approximately 25% of North American stand-alone commercial laundry equipment sales in 2004 and
that we have a 44% market share for this customer category. These laundries include common laundry
facilities in multi-family apartment and condominium complexes, universities and military installations,
aswell as equipment for in-unit hook ups.

Most products sold to multi-housing laundries are small-chassis topload and frontload washers
and small-chassis dryers that are vended, but similar in appearance to those sold to the retail consumer
market and offer a variety of enhanced durability and performance features such as audit functions that
keep track of the number of cycles and the amount of money that has been collected. We estimate that
topload washers sold to multi-housing laundries typically last up to 12,000 cycles, approximately twice
as long as the expected life of a consumer machine.

Multi-housing laundries are managed primarily by route operators who purchase, instal and
service the equipment under contract with building management. Route operators pay rent (which may
include a portion of the laundry’ s revenue) to building management. Route operators are typically direct
customers of commercial laundry equipment manufacturers such as ours and tend to maintain their own
service and technical staffs. Route operators compete for long-term contracts on the basis of, among
other things: (i) the reputation and durability of their equipment; (ii) the level of maintenance and quality
of their repair service; (iii) the ability of building management to audit laundry equipment revenue; and
(iv) the water and energy efficiency of products.



We believe reliability and durability are key criteria for route operators and their property
management customers in selecting equipment, because these criteria help to minimize equipment down
time and repair costs. We also believe route operators prefer water and energy efficient equipment that
offers enhanced electronic monitoring and tracking features demanded by building management
companies. Route operators are reluctant to change equipment suppliers given their investmentsin spare
parts inventories and in sales and repair technician training, particularly as laundry equipment becomes
more technically sophisticated. Therefore, we believe alarge installed base of laundry equipment gives
acommercia laundry equipment manufacturer a significant competitive advantage and a high likelihood
of substantial replacement sales.

On-Premise Laundries. We estimate that on-premise laundries accounted for approximately
21% of North American stand-alone commercial laundry equipment sales in 2004 and we have a 53%
market share for this customer category. On-premise commercial laundries are located at a wide variety
of businesses that wash or process textiles or laundry in large quantities, such as hotels and motels,
hospitals, nursing homes, sports facilities, car washes and prisons.

Most products sold to on-premise laundries are washer-extractors and tumbler dryers, primarily
in larger capacities up to 250 pounds per load. These machines process significantly larger loads of
textiles and garments in shorter times than equipment typically sold to laundromats or multi-housing
customer groups. Effective and rapid washing (i.e., reduced cycle time) of hotel sheets, for example,
reduces both a hotel’ s linen requirements and labor costs of washing and drying linens. We believe that
in atypical on-premise laundry within a hotel up to 50% of the operating costsis labor.

On-premise laundries typically purchase equipment through a distributor who provides a range of
sales and repair services on behalf of manufacturers. As with laundromats, we believe a strong
distributor network is a critical element of sales success. On-premise laundries select their equipment
based on the availability of specified product features, including, among other things: (i) reputation and
reliability of products; (ii) load capacity and cycle time; (iii) water and energy efficiency; and (iv) ease of
use. In addition, the availability of technical support and service is important when an on-premise
laundry operator selects an equipment supplier.

Drycleaning. We estimate that North American drycleaning equipment sales were approximately
$179.0 million in 2004. Until our March 6, 2000 acquisition of the Ajax press and finishing equipment
line, we offered only shirt laundering, wetcleaning and drying equipment to the drycleaning market.
Approximately 34,000 drycleaners in North America provide full-service drycleaning and wetcleaning
for households. These services include stain removal, cleaning, pressing, finishing and packaging. In
addition, many commercia drycleaners provide laundry services for water-washable garments and rug
cleaning services and minor alteration and repair services.

Drycleaners primarily purchase drycleaning machines, presses and finishing equipment, washer-
extractors, tumblers and small-chassis topload washers and dryers. Drycleaners primarily include
independently operated neighborhood cleaners, franchisees and specialty cleaners. Drycleaners typically
rely on distributors and chemical supply companies to provide equipment, detergents, stain removers,
technical support and broader business services. For example, distributors and chemical suppliers
provide training seminars on the proper use of equipment and chemicals for cleaning, stain removal and
garment finishing.

As with laundromats and on-premise laundries, drycleaners typically purchase equipment
through distributors who can provide service parts, repair service and technical support. Drycleaners
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select their equipment based on the availability of specified product features, including, among other
things: (i) reputation and reliability; (ii) load capacity and cycle time; (iii) ease of use; and (iv) solvent
and energy efficiency.

Products and Services

We offer afull line of stand-alone commercial laundry washers and dryers, with service parts and
value-added services supporting our products. Our products range from small washers and dryers,
primarily for use in laundromats and multi-housing laundry rooms, to large laundry equipment with load
capacities of up to 250 pounds used in on-premise laundries. Our brands include the Speed Queen,
Huebsch and UniMac and are sold throughout North America and in over 100 foreign countries.
Additionally, we offer laundry and drycleaning presses and shirt finishing equipment under the Ajax
brand. We also benefit from domestic and international sales of service parts for our large installed base
of commercia laundry equipment. Internationally, we also sell laundry equipment under private label
brands in order to take advantage of distribution networks of other companies and to round out their
product offerings.

In 2003, we completed the successful introduction of the Micro-electronic Display Control on
our small chassis product and the tumbler dryers. The Micro-electronic Display Control offers an
electronic interface between the Micro-electronic Display Control and card readers from various
manufacturers offering enhanced features such as time of day and multi-level pricing. Emerging energy
and water consumption standards are also met with the unique cycle programming of the control. The
introduction of the Micro-electronic Display Control in conjunction with an upgraded electronic control
on the washer-extractors gave the Huebsch brand a full line of electronically controlled equipment for
the first time, resulting in increased sales for this brand.

Washers

Washers represented approximately 45% of our 2004 net revenues and include washer-extractors,
topload washers and frontload washers.

Washer-Extractors. We manufacture washer-extractors, our largest washer products, to process
from 20 to 250 pounds of laundry per load. After cleaning, washer-extractors extract water from laundry
with spin speeds that produce over 300 G’s of centrifugal force, thereby reducing water retention and the
time and energy costs for the drying cycle. Sold primarily under the Speed Queen, Huebsch, and
UniMac brands, these products represented approximately 24% of our 2004 net revenues. Washer-
extractors that process up to 80 pounds of laundry per load are sold to laundromats and washer-
extractors that process up to 250 pounds of laundry per load are sold to on-premises laundries. Washer-
extractors are built to be extremely durable in order to handle the enormous G-force generated by
spinning several hundred pounds of water-soaked laundry. Also, the equipment is in constant use and
must be durable enough to avoid frequent breakdown, which would represent increased cost for the user.

In 2001, we introduced a new 40 pound wash load washer-extractor, and in 2003 we introduced a
new 60 pound washer-extractor. These new washer-extractors replaced our 35 pound and 50 pound
wash load capacity units, respectively, thereby offering customers additional wash capacity and an extra
large opening for easy loading and unloading of laundry. In addition, in 2003, we introduced the
following: (i) a new line of technologically advanced soft mount washer-extractors from 18 to 165
pound capacity which features user friendly alpha numeric controls, efficient dimensions and high
energy and water efficiency; (ii) a new micro processor control for the coin market offering individual
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cycle pricing, cycle modifier keys, time-of-day pricing and new easier programming, all designed to be
customer and environment friendly; and (iii) a companion to our premium line products referred to as
the “value line,” which are one step below the premium featured line with a price point advantage.

Topload Washers. Topload washers are small-chassis washers with the capability to process up
to 16 pounds of laundry per load with spin speeds that produce up to 150 G's. Sold primarily to multi-
housing laundries and laundromats under the Speed Queen and Huebsch brands, these products
represented approximately 16% of our 2004 net revenues.

In late 2000, we introduced our NetMaster system of technologically advanced laundry products
offering multi-housing and laundromat operators more business flexibility and accountability. This
system interfaces with several payment types including coins, tokens and debit cards and credit cards,
and enables operators to program vend prices, cycle times, rinse options and cycle selections from a
remote site while auditing machine operation.

In 2003, we introduced our Wash Alert system to universities. This system alows students to
view the availability of equipment in their common laundry areas and to view the status of their laundry
from the convenience of their dorm rooms. Our software solution provides students with added
convenience, while providing universities with accurate laundry room activity analysis through their own
network system.

Wash Alert is not only atime-saver for students; universities benefit from it as well. The system
verifies the income from coin/card vending laundry equipment ensuring greater revenue accountability.
The system’ s remote diagnostic capability means faster response time from service providers.

In addition, in 2003, we introduced an upgraded Micro-electronic Display Control on the topload
washer that conserves water and energy. The improved efficiency qualifies the Micro-electronic Display
Control topload washer for the ENERGY STAR label and other federal and local energy efficiency
programs.

Frontload Washers. Frontload washers contributed approximately 5% of our 2004 net revenues.
In 1999, we introduced a new small-chassis frontload washer with the capability to process up to 18
pounds of laundry per load. Frontload washers are sold under the Speed Queen and Huebsch brands to
laundromat and multi-housing customers. The frontload washer’s advanced design uses 22% to 45%
less water than topload washers. Furthermore, decreased usage of hot water and superior water
extraction in the high G-force spin cycle reduce energy consumption. The frontload washer is available
with front controls (front accessibility complies with Americans with Disabilities Act regulations) or rear
controls and can be purchased with a matching small-chassis dryer (single or stacked, front or rear
controls).

Our frontload washers display the U.S. federal government's ENERGY STAR mark. The
ENERGY STAR label was designed by the U.S. federal government to denote products that use less
energy, thereby saving money on utility bills while helping to protect the environment. Along with our
18 pound wash load capacity, our frontload washer has a spin speed of up to 1,000 revolutions per
minute, providing significant savingsin the energy required to dry wash loads.

In 2001, we introduced a new commercia stacked frontload washer and dryer which takes up
half the floor space compared to a conventional washer and dryer. The pair saves on energy and water
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and received the U.S. federal government’s ENERGY STAR mark. The new product is offered with
push button, coin or card activation.

In 2003, we introduced a major upgrade to the frontload washer. This upgrade included a new
drive system which incorporates an induction motor and a motor control with an integrated inverter.
Also, the new drive system will deliver longer equipment life and is substantially quieter to operate.
This new system represents leading edge technology and provides a significant increase in energy
efficiency.

Dryers

Dryers represented approximately 33% of our 2004 net revenues and include tumbler dryers,
standard dryers and stacked dryers. We aso sell a new line of stacked combination frontload washers
and dryers.

Tumbler Dryers. Tumblers are very large dryers with the capability of drying up to 170 pounds
of laundry per load. Tumblers represented approximately 22% of our 2004 net revenues. Tumblers are
sold primarily to laundromats and on-premise laundries under all four of our brands. Our current
tumbler dryer design, introduced in October 1997, has 33% to 50% fewer moving parts and requires
20% less drying time as compared to the previous design. In 2003, we upgraded our 50 and 75 pound
tumbler designs by enlarging the doors to facilitate easier loading and unloading. These new doors are
also reversible which allows for a broader array of installation arrangements. In addition, in 2003, we
introduced the CARE fire suppression system option for 50, 75, 120 and 170 pound tumblers. This
system detects and diminishes spontaneous combustion fires which can be started when cleaning
chemically saturated fabrics.

In the fall of 2002, we began supplying tumbler dryers to a large European original equipment
manufacturer account allowing the account to curtail its production of similar sized products. In 2004,
sales to this account exceeded $6.2 million.

Sandard Dryers. Standard dryers are small capacity dryers with the capability to process up to
18 pounds of laundry per load. Sold under the Speed Queen, Huebsch and UniMac brands, standard
dryers (including stacked dryers) represented approximately 11% of our 2004 net revenues. Our dryer’s
capacity, measuring 7.1 cubic feet, isamong the largest in the industry.

Sacked Dryers and Stacked Frontload Washers and Dryers. To enable our multi-housing
customers to conserve valuable floor space, we offer a stacked unit consisting of two 18 pound standard
dryers and offer a stacked combination unit consisting of an 18 pound frontload washer paired with an
18 pound standard dryer.

Presses and Finishing Equipment

Presses and finishing equipment are sold primarily to commercial drycleaners and industrial
cleaning plants under the Ajax brand. Sales of this equipment accounted for approximately 3% of our
2004 net revenues. We offer a broad array of presses and finishing equipment such as cabinet presses
for shirt finishing; pants and linen presses; collar and cuff presses; shirt sleevers; steam-air garment
finishers; and utility presses and accessories.

13



Service Parts

We benefit from the recurring sales of service parts used to support our large installed base of
equipment. The expected field service life of the equipment is 7 to 14 years. Service parts sales
accounted for approximately 14% of our 2004 net revenues. We offer immediate response service
whereby many of our parts are available on a 24-hour turnaround basis for emergency repair parts orders.
The significant demand for service parts generated by the large installed base provides us with a source
of higher margin, recurring revenue.

Other Value-Added Services

We believe our customers attach significant importance to the value-added services we provide.
We offer services that we believe are significant drivers of high customer satisfaction and retention, such
as equipment financing (which accounted for approximately 2% of our 2004 net revenues), laundromat
site selection assistance, investment seminar training materials, computer-aided commercial laundry
room design and sales and service training for distributors. In 1999, our technical communications
department introduced a new, CD-ROM based, parts look up program called Searchlt. Since that time,
the program has continually been updated to include service manuals, troubleshooting guides, parts
pricing information and a parts ordering pick list. Our technical communication web site includes
installation and operating instructions, programming manuals and technical bulletins. Through our
password protected extranet site, our distributors and route operators can download sample equipment
operating signs for laundry rooms in both English and Spanish. In addition, management believes we
offer an unmatched range of complementary customer services and support, including technical support
and on-call installation and repair service through our highly trained distributors and our web sites which
provide information on all of our products and services, including downloadable product literature and
installation guides. Our laundry design service provides construction drawings and 3-dimensional
layouts of proposed laundry facilities. The service also provides a cost anaysis for new or updated
laundries. We believe our extensive service capabilities, in addition to the dependability and
functionality of our products, will continue to differentiate our products from the competition.

Customers

Our customers include more than: (i) 100 distributors to laundromats; (ii) 100 distributors to on-
premise laundries; (iii) 60 distributors to drycleaners; (iv) 85 route operators serving multi-housing
laundries; and (v) over 150 international distributors serving more than 100 countries.

Our top ten customers accounted for approximately 34.1% of our 2004 net revenues. Our top ten
customers, other than a significant new account that was added in 2003, have been customers for at least
ten years. In 2004, Coinmach Corporation, the largest multi-housing route operator in the United States,
PWS Investments, Inc. and Laundry Systems Group N.V. were our largest customers, with Coinmach
being the largest, accounting for 13.7% of our 2004 net revenues.

Sales and Marketing
Sales Force

Our sales force of 32 as of December 31, 2004, is structured to serve the needs of each of our
customer groups. In addition, through a marketing staff of approximately 52 professionals as of

December 31, 2004, we provide customers and distributors with a wide range of value-added services
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such as advertising materials, training materials, computer-aided commercial laundry room design,
product devel opment and technical service support.

Marketing Programs

We support our sales force and distributors through a balanced marketing program of advertising
and industry trade shows. Advertising expenses totaled $3.0 million in 2004 and included a variety of
forms, from print and electronic media to direct mail. In addition, our representatives attended over 34
trade shows in 2004 to introduce new products, maintain contact with customers, develop new customer
relationships and generate sales leads for our products.

Off-Balance Sheet Equipment Financing

Through our special-purpose financing subsidiaries, we offer an extensive off-balance sheet
equipment financing program to end-users, primarily laundromat owners, to assist in their purchases of
new equipment. Typica terms include two to nine year loans with an average principal amount of
approximately $68,000. We believe that our off-balance sheet equipment financing program is among
the industry’s most comprehensive and that the program is an important component of our marketing
activities. In addition, this service provides us with an additional source of recurring income.

The financing program is structured to minimize our risk of loss. We adhere to strict
underwriting procedures, including comprehensive applicant credit analysis (generally including credit
bureau, bank, trade and landlord references, site analysis including demographics of the location and
multiple year pro-forma cash flow projections), the receipt of collateral and distributor assistance in
remarketing collateral in the event of default. As aresult of these risk management tools, losses from
the program have been minimal. Net write-offs for equipment loans have averaged approximately 1%
for the five year period ended December 31, 2004, and were less than 1% for the year ended December
31, 2004. For additional information about the financing program, see the discussion under
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Liquidity
and Capital Resources’, Note 2 to the Financial Statements — “Significant Accounting Policies’ and
Note 4 to the Financial Statements —“Equipment Financing and Sales of Accounts Receivable’.

Resear ch and Development

Our engineering organization was staffed with over 80 engineers and technical support staff as of
December 31, 2004. Our recent research and development efforts have focused primarily on continuous
improvement in the reliability, performance, capacity, energy and water conservation, sound levels and
regulatory compliance of our commercia laundry equipment. Our engineers and technical personnel,
together with our marketing and sales personnel, collaborate with our major customers to redesign and
enhance our products to better meet customer needs. The cumulative research and development
spending exceeded $32.1 million for the period 2000 through 2004. We have developed numerous
proprietary innovations that we utilize in select products. Over the past four years, we have rolled out
our MicroMaster line of electronically controlled tumblers and washer-extractors under the Speed Queen
brand, as well as our NetMaster debit card cashless systems designed to replace coin operated
equipment. We believe this array of new products allows us to continue to be an innovative leader in
electronically controlled equipment. We believe improvements made to existing products and the
introduction of new products have supported our market |eadership position.
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Competition

Within the North American stand-alone commercial laundry equipment industry, we compete
with severa large competitors. However, we believe that we are the only participant in the North
American stand-alone commercial laundry equipment industry to serve significantly all three customer
groups (laundromats, multi-housing laundries and on-premise laundries) with a full line of topload
washers, washer-extractors, frontload washers, tumbler dryers and standard dryers. With respect to
laundromats, our principal competitors include Wascomat (the exclusive North American distributor of
Electrolux AB products), Maytag Corporation and The Dexter Company. In multi-housing, our
principal competitors include Maytag Corporation and Whirlpool Corporation. In on-premise laundry,
we compete primarily with Pellerin Milnor Corporation, American Dryer Corporation and Wascomat.
We do not believe that a significant new competitor has entered the North American stand-alone
commercia laundry equipment industry during the last ten years.

Within the drycleaning industry, we compete primarily with other drycleaning pressing and shirt
finishing equipment and shirt laundering equipment manufacturers. With respect to pressing and
finishing equipment, our principal competitors include Unipress Corporation and Sankosha, USA Inc.
With respect to shirt laundering equipment (primarily washer-extractors), our principal competitors
include Wascomat and Pellerin Milnor Corporation.

Manufacturing

We own and operate two manufacturing facilities located in Ripon, Wisconsin and Marianna,
Florida with an aggregate of more than 830,000 square feet. The facilities are organized to focus on
specific product segments, although each facility serves multiple customer groups. The Ripon plant
produces our small-chassis topload washers, frontload washers, small chassis dryers and tumbler dryers.
The Marianna plant produces our large-chassis washer-extractors, presses and finishing equipment. Our
manufacturing plants primarily engage in fabricating, machining, painting, assembling and finishing
operations. We also operate three product distribution centers in the United States, all of which we own.
We believe that existing manufacturing facilities provide adequate production capacity to meet expected
product demand.

We purchase substantially all raw materials and components from a variety of independent
suppliers. Key material inputs for manufacturing processes include motors, stainless and carbon steels,
aluminum castings, electronic controls, corrugated boxes and plastics. For the majority of raw materials
and components, we believe there are readily available alternative sources of raw materials from other
suppliers. We have developed long-term relationships with many of our suppliers and have sourced
materials from eight of our ten largest suppliersfor at |least five years.

We are committed to achieving continuous improvement in all aspects of our businessin order to
maintain our industry leading position. Both of our manufacturing facilities are 1SO 9001 certified. 1SO
9001 is a set of standards dealing with quality management systems for quality assurance in
design/development, production, installation and servicing that are published by the International
Standardization Organization.

Intellectual Property and Licenses

We have approximately 18 trademarks registered in the United States, which are registered in as
many as 52 foreign jurisdictions as of December 2004. Our widely recognized brand names Speed

16



Queen, UniMac, Huebsch and Ajax are identified with and important to the sale of our products.
Generaly, registered trademarks have perpetual life, provided that they are renewed on a timely basis
and continue to be used properly as trademarks, subject only to the rights of third parties to seek
cancellation of the marks.

We currently hold approximately 33 United States patents. Our business is not dependent to any
significant extent upon any single or related group of patents. We believe that our most significant
patents are the “Conical Spring Braking Mechanism” and the “Suspension System for Automatic
Washing Machine”, which patents expire in 2009 and 2011 respectively. The Company does not believe
that the expiration of either of these patents will have a material adverse effect on the Company’s
financial condition or its results of operations.

As part of a settlement agreement arising out of the divestiture in 1997 of a sister division we
granted Amana Company, L.P. and its affiliates (“Amana’) a license to use the Speed Queen and
Horizon trademarks and trade names until 2012. Amana has a license to use the Horizon trademark in
connection with an unlimited number of home-style washers and home-style dryers and the Speed Queen
trademark in connection with sale of no more than 75,000 home-style washers and 75,000 home-style
dryers per calendar year. Amana also has a license to use certain patents, copyrights, mask works and
know-how in perpetuity for the purpose of competing in all markets. We do not believe that the use of
the Speed Queen or Horizon trademarks or other intellectual property by Amanain competition with our
business will have amaterial adverse effect on our financial condition or results of operations.

Our business is not dependent to a material degree on copyrights or trade secrets although we
consider the CustomerOne, NetMaster, CardMate, Wash Alert, CARE and Searchlt systems and our
upgraded Micro-electronic Display Control to be developments that are important to our business. Other
than licenses to commercially available third-party software, we do not believe our licenses to third-party
intellectual property are significant to the business.

Regulationsand Laws
Environmental, Health and Safety Matters

We are subject to comprehensive and frequently changing federal, state and local environmental,
health and safety laws and regulations, including laws and regulations governing emissions of air
pollutants, discharges of waste and storm water and the disposal of hazardous wastes. We are aso
subject to liability for the investigation and remediation of environmental contamination (including
contamination caused by other parties) at the properties we own or operate and at other properties where
we or predecessors have arranged for the disposal of hazardous substances. Asaresult, we are involved,
from time to time, in administrative and judicial proceedings and inquiries relating to environmental
matters. There can be no assurance that we will not be involved in such proceedings in the future and
that the aggregate amount of future clean-up costs and other environmental liabilities will not have a
material adverse effect on our business, financial condition and results of operations. We believe that
our facilities and operations are in material compliance with al environmental, health and safety laws.

Federal, state and local governments could enact laws or regulations concerning environmental
matters that affect our operations or facilities or increase the cost of producing, or otherwise adversely
affect the demand for, our products. We cannot predict the environmental liabilities that may result from
legislation or regulations adopted in the future, the effect of which could be retroactive. Nor can we
predict how existing or future laws and regulations will be administered or interpreted or what
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environmental conditions may be found to exist at our facilities or at other properties where we or our
predecessors have arranged for the disposal of hazardous substances.

Certain environmental investigatory and remedial work is underway or planned at, or relating to,
our Ripon, Wisconsin and Marianna, Florida manufacturing facilities. With respect to the Ripon facility,
this work is being conducted by us. We currently expect to incur costs of less than $100,000 through
2005 at the Ripon facility to complete remedial work. There can be no assurance, however, that we will
not incur additional remedial costs in the future with respect to the Ripon facility. With respect to the
Marianna facility, this work is being conducted by a former operator of the property and has been funded
through an escrow account, the available balance of which we believe to be greater than any remaining
remediation costs. On December 28, 2004, Florida environmental regulators issued a Conditional Site
Rehabilitation Completion Order for certain portions of the work being conducted by the former operator
of the property. We believe this is a first step towards a final resolution of the Marianna, Florida
remediation. We are currently considering a request by the former operator to release remaining escrow
fundsin the escrow account.

We also received an order in 1995 from the U.S. Environmental Protection Agency, or EPA,
requiring participation in clean-up activities at the Marina Cliffs site in South Milwaukee, Wisconsin,
the location of aformer drum reconditioner. The EPA asserted that the Ripon facility was a generator of
wastes that were disposed of at the Marina Cliffs site. The asserted disposal predated our and
Raytheon’s ownership of the Ripon facility. We believe that the EPA also has contacted a prior owner
of the facility to assert that the former owner may be liable. There is an established group of potentially
responsible parties that are conducting a cleanup of the site. The group has estimated that the cleanup
will cost approximately $5.0 million. The group proposed to settle their alleged claims against us, and to
protect us from further liability at the site, for approximately $100,000. We declined the proposal
because we believe that the Ripon facility’s prior owner, and not us, is responsible for bearing the costs
of any liability related to the site.

We have met with the EPA to explain our defenses to enforcement of the administrative order.
We received a General Notice of Potential Liability on March 21, 2001, regarding an additional five acre
parce at the site. We were informed that Raytheon has settled this matter by paying $138,672 plus
interest from October 31, 2001 in exchange for an Administrative Order from the EPA. It isour opinion
that the Raytheon settlement and release in the Administrative Order resolves any liability of Raytheon's
former subsidiaries doing business in Ripon, Wisconsin, and hence any liability that may have passed to
us.

Other Regulation

In addition to environmental regulation, our operations are also subject to other U.S. federal,
state and local laws, including those relating to protection of public health and worker safety.

Employees

We are dependent on the continued services of our senior management team and certain other
key employees. We currently have an employment agreement in place with Mr. L’ Esperance, and have
entered into new severance protection agreements in January, 2005 with several other members of our
senior management team as discussed more fully in “ITEM 11. Executive Compensation—Employment
Agreement” and “ITEM 11. Executive Compensation—Severance Protection Agreements.” We do not
maintain life insurance policies with any key employees.
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On December 31, 2004, we had 1,312 employees. Approximately 620 of our employees at our
Wisconsin facilities are represented by The United Steel Workers of America. In February 2004, the
United Steel Workers of America ratified a new five year labor contract with us. Included in the new
contract is a two-tier wage system which allows us to hire new assembly workers at a wage
approximately 20% below the current assembly wage. The Marianna, Florida facility is not unionized.
There have been no work stoppages at any of our facilities for more than 30 years. We believe that
current labor relations are good, and no labor disruptions are anticipated in the foreseeable future.

ITEM 2. PROPERTIES

The following table provides certain information regarding significant facilities in which we
operated as of December 31, 2004:

A pproximate
Location Function/Products Square Feet  Owned/Leased
Production Facilities
Ripon, Wil.........oovvvinnn. M anufacture small washers and dryers,
and tumbler dryers 572,900 Owned
Marianna, FL.................. M anufacture washer-extractors,
presses and finishing equipment 259,200 Owned *
Subtotal 832,100
Regional Distribution Centers
Ripon, Wl.........ccvveeenennn W ashers, dryers, tumbler dryers 147,500 Owned ”?
Marianna, FL.................. W asher-extractors, presses and
finishing equipment 33,000 owned *?
Ripon, Wil.........oooiveinns Service parts 60,800 Owned
Subtotal 241,300
Other
Ripon, Wl.........coveeenenn. Sales and administration 65,700 Owned
Ripon, Wl.........covveeenennn Engineering and procurement 43,100 Owned
Subtotal 108,800
Total 1,182,200

' We own the M arianna buildings, but we lease the land fromthe city of Marianna.
% The distribution facility was constructed in 2000 on property owned by Alliance.
® This distribution facility was constructed in 2001.

We believe existing manufacturing facilities provide adequate production capacity to meet product
demand.

ITEM 3. LEGAL PROCEEDINGS

Various claims and legal proceedings generaly incidental to the normal course of business are
pending or threatened against us. While we cannot predict the outcome of these matters, in the opinion
of our management, any liability arising under these claims and legal proceedings will not have a
material adverse effect on our business, financial condition and results of operations after giving effect to
provisions already recorded.
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In September 1999, Juan Carlos Lopez pursued an arbitration against Alliance Laundry Sociedad
Anonima, or ALSA, aforeign subsidiary of Alliance Laundry Systems LLC, under UNCITRAL rulesin
Buenos Aires, Argentina, seeking in pertinent part, to be paid fees arising from a consulting agreement,
and indemnification for loss of profits in Argentina and Brazil, plus damages for pain and suffering. An
arbitration was conducted and on April 3, 2001, the arbitration panel awarded Argentine Pesos
1,408,900 (equivalent to $1.4 million at the time), plus nine percent interest from September 6, 1999,
plus ten percent over this principal and interest amount as moral damages, plus certain fees and costs,
while rgecting other claims of Mr. Lopez. We believed, based on the advice of counsel, in as much as
ALSA was aforeign subsidiary, ALSA was responsible for its own debts and obligations and under the
terms of the award, any such payments would have been forthcoming from the assets of ALSA. On
December 20, 2001, ALSA’s bankruptcy was decreed, at the request of Mr. Lopez, on grounds of non-
payment of the arbitration award. On December 12, 2002, Mr. Lopez filed a lawsuit with the National
Commercial Court Number 13 in Buenos Aires, Argentina against us for the amount ordered to be paid
in the arbitration, plus unspecified damages caused by the award not having been timely paid.

Because of the risk this lawsuit presented, we entered into a Settlement, Release, Discharge and
Indemnification Agreement with Mr. Lopez in July 2003. While denying any liability whatsoever, we
agreed to and paid Mr. Lopez $736,440 on August 6, 2003 and agreed to deliver commercial laundry
equipment, up to a cost to us of $60,000 to Mr. Lopez in Brazil free of charge. In consideration for such
payment and delivery of equipment, Mr. Lopez released and forever discharged, and waived any claims
or rights of any nature whatsoever against us and a number of affiliated subsidiary companies. In
addition, Mr. Lopez and his counsels signed the dismissal of the lawsuit referred to above. A provision
for this settlement was recorded in the second quarter of our 2003 consolidated financial statements.

In April 2002 we were named as a defendant in a lawsuit filed by Imonex Services, Inc. for
patent infringement, arising from a coin selector, the “W2000,” which was a vendor supplied component
used in certain of our products. The vendor, W. H. Munzprifer Dietmar Trenner GmbH, indemnified us
and agreed to pay and is paying for our representation in this matter. Imonex accused us, and other
Munzprifer customers, of patent infringement resulting from the sales of the W2000 within the
Munzprifer customers products. Trial commenced January 6, 2003 in the United States District Court
for the Eastern District of Texas. Following the trial, the court indicated it would enter an order
rendering judgment for Imonex that the asserted patent claims were infringed, are not invalid, and were
not procured by inequitable conduct. The court indicated it will issue a permanent injunction and invited
the parties to submit proposed injunction languages, and objections thereto. The court has withheld
ruling upon the timelines of Imonex bringing its damage claims. The court reduced the jury’s damage
verdict from $10,350,000 ($5,382,000 against us with the remainder against the other Minzprifer
customers) against all defendants, to $490,295 ($267,645 against us with the remainder against the other
Munzprifer customers) and gave Imonex the option to accept the reduced damages or have a new trial
on damages. On April 28, 2003, Imonex filed an election for a new trial on damages, and filed proposed
language for the injunction. The MUnzprufer customers filed their objections to the injunction language
on May 5, 2003. On August 1, 2003, the court ruled it will not award any additional damages for willful
infringement, but entered judgment for Imonex on the issues of infringement, and validity of the
Imonex’s patents. Imonex submitted expert reports at the new trial on damages which attempted to
prove actual damages of approximately $16,267,644 (approximately $6,305,232 against us with the
remainder against other MUnzprifer customers). On August 12, 2003 a preliminary injunction was
issued prohibiting W2000 coin selector usage. The trial on damages commenced August 18, 2003 and
yielded ajury verdict of $1,396,873 to Imonex ($614,662 against us with the remainder against the other
MUnzprifer customers).
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Final judgment on the August 18, 2003 jury verdict was rendered on February 9, 2004 against all
the MUnzprifer customers. The final judgment included $614,662 against us, plus prejudgment interest,
yielding $771,728 against us. In addition, the judgment awarded court costs to Imonex, including
attorneys fees. On February 23, 2004, Imonex submitted an application seeking from al the
Minzprifer customers a total of $669,107 in attorneys fees and $133,214 in court costs. The
preliminary injunction of August 12, 2003 was made permanent. The Munzprifer customers have filed
apost judgment motion seeking to have the judgment amended or set aside.

Imonex has filed a Notice of Appea and the Court of Appeals for the Federal Circuit set the date of
docketing as March 16, 2004. Munzprifer and the Munzprifer customers have filed cross-appeals.
Imonex has served a statement of issues that it will pursue on appeal. Imonex filed its appeal brief on
May 13, 2004. Munzprifer and the Munzprifer customers appeal brief was filed June 25, 2004.
Imonex filed its Reply Brief of Appellant on August 9, 2004. The Minzprifer customers Reply Appeal
Brief wastimely filed. The United States Court of Appeals for The Federal Circuit heard oral arguments
on December 7, 2004. We are presently awaiting the court’ s opinion.

Our position remains that any liability related to this lawsuit is properly borne by Munzprifer.
We believe that MUnzprifer has the ability to fully satisfy its indemnification obligations up to the
amount of the final judgment. We have aso reached tentative agreement with Minzprifer as to
acceptable methods of satisfying the provisions of the indemnification agreement, in the event the
judgment is not appealed, or is not overturned upon appeal. In accordance with GAAP, as a judgment
has been rendered by the court, in the fourth quarter of 2003, we recorded an appropriate payable to
Imonex related to our liability and a corresponding receivable balance from Munzprifer within our
consolidated financial statements. Thisamount is still recorded at December 31, 2004.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
None.
PART II.

ITEMS5. MARKET FOR THE REGISTRANT'S COMMON STOCK AND RELATED
STOCKHOLDER MATTERS

There is no established public trading market for any class of common equity of Alliance. There
was one holder of record of each of the common equity of Alliance Laundry Systems LLC and Alliance
Laundry Holdings LLC as of March 18, 2005.

ITEM 6. SELECTED FINANCIAL DATA

The following table sets forth selected historical consolidated financial data for the years ended
December 31, 2004, December 31, 2003, December 31, 2002, December 31, 2001 and December 31,
2000. As a result of the Recapitalization, Alliance Laundry is now a wholly-owned subsidiary of
Alliance Holdings. Because Alliance Holdings is a holding company with no operating activities and
provides certain guarantees, the financial information presented herein represents consolidated financial
information of Alliance Holdings, rather than consolidated financial information of Alliance Laundry.
The summary historical consolidated financial data for the years presented were derived from our
audited consolidated financial statements. The following table should be read in conjunction with
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“Management’s Discussion and Analysis of Financial Condition and Results of Operations’ and the
historical financial statements and the notes related thereto of Alliance included elsewhere in this Annual
Report.

Y ears Ended December 31,
2004 2003 2002 2001 2000

Statements of income (loss) data: (in thousands)
Net revenues:

Commercial and consumer [aundry............coeeveeiviiniiniennnainnns $ 242811 $ 230663 $ 219,653 $ 219,273 $ 230,448

SENVICE PAMS. .ot 38,176 36,944 35,524 34,743 34,993

280,987 267,607 255,177 254,016 265,441

COSt Of SAES. ..o 199,010 188,979 179,047 188,982 197,558
{075 0 1 . 81,977 78,628 76,130 65,034 67,883
Selling, general and administrative eXpenses...........ov.vvevvinvenannns 39,837 33,566 30,098 28,665 36,469
Securitization and Other COSES.......ovinniieii e - - 10,920 - 402
Total OpErating EXPENSES. ... ... et 39,837 33,566 41,018 28,665 36,871

OPErating iNCOME. ... uiuneieieneiiii et e e eaeeens 42,140 45,062 35,112 36,369 31,012
INEEIESt EXPENSE. ..ot 25,439 28,258 28,341 33,538 35,947
Loss from early extinguishment of debt..............coooiiiiiiiiininnn. - - 2,004 - -
Costsrelated to abandoned public offerings...........ccocovvveveenennee, 4,823 - 3,409 - -
Other iNcome (EXPENSE), NEL. ... e.ieiii e (42) (830) 33 (67) 354
Income (10SS) bEfOre taxes. .......vvvvviiieieee e 11,836 15,974 1,391 2,764 (4,581)
Provision for inCOMEetaXxes..........ccovveiiiiiiiiieee e, 71 55 56 34 20

Net income (loss) before cumulative effect of accounting change.. 11,765 15,919 1,335 2,730 (4,601)
Cumulétive effect of changein accounting principle..................... - - - 2,043 -
NEEINCOME (10SS). .. et $ 11,765 $ 15919 $ 1335 $ 687 $ (4,601)
Cash flow data:
Net cash provided by operating activities.................ccoeeeeuneeenn... $ 3480 $ 30393 $ 22775 $ 21,338 $ 15290
Net cash used ininvesting activities..........ccovvvviiiiiiiiii e (4,101) (3,590) (2,563) (4,964) (19,557)
Net cash provided by (used in) financing activities....................... (27,245) (26,205) (18,532) (15,806) 6,330
Other data:
Capital expenditureS(L)........uvvveieieiiii e e e e $ 4166 $ 3600 $ 2652 $ 5152 $ 7445
Ratio of earningsto fixed charges(2).......coviviiiiiiiiiiiiieeeans 15 16 1.0 11 -
EBITDA(B) ettt et ettt 45,085 53,101 40,518 50,608 46,003
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Y ears Ended December 31,

2004 2003 2002 2001 2000

Balance sheet data (at end of period): (in thousands)
TOtAl CUMENE BSSELS. .o eee e et et e e e, $ 64410 $ 6099 $ 59472 $ 56,493 $ 62447
Total current lHabilities.......cconinii e 48,372 42977 45,406 33,945 40,764
WOrking Capital(4) ... . cuee e 16,038 18,019 14,066 22,548 21,683
TOAl BSSELS. .. ettt 184,016 190,639 197,295 203,771 210,143
Long-term debt (including current portion)............cccovevievvnenennen. 269,559 292,199 314,577 323,564 336,605
Long-term obligationS(5).......ueueiiiriie i 282,777 304,690 328,600 331,246 332,276
Reconciliation: EBITDA
NEEINCOME (10SS) .. ..ot $ 11,765 $ 15919 $ 1335 $ 687 $ (4,601)
Cumulative effect of change in accounting principle..................... - - - 2,043 -
Provision for iNCOMEetaxes..........cuviiiiiiiieiiiee e 71 55 56 34 20
Income (10ss) before iNnCOMetaxes........oveevevieiiieiiiiiie e 11,836 15,974 1,391 2,764 (4,581)
Adjustments:

INEErESt EXPENSE. ...t e e 25,439 28,258 28,341 33,538 35,947

Depreciation and amortization(6).............cvvvviineieeiiniinnnns 9,695 10,886 13,293 17,026 17,155

Non-cash interest expense included in amortization above(7).... (1,885) (2,017) (2,507) (2,720) (2,518)
EBIT DA . e $ 45085 $ 53101 $ 40518 $ 50,608 $ 46,003

(1) During 2000 and 2001, we incurred various capital expenditures in connection with certain facility
rationalization efforts related to previously owned facilities in Searcy, Arkansas and Madisonville,
Kentucky and a leased facility in Cincinnati, Ohio, that were considered non-recurring and outside
the normal course of our manufacturing operations. Capital expenditures as stated include non-
recurring capital expenditures consisting of the following:

* In 2000, $3.2 million of expenditures at our Ripon, Wisconsin facility related to the transfer of
production of our standard dryer and front load washer product lines from a previously owned
manufacturing facility in Searcy, Arkansas, which began in 1999 (these expenditures included
$2.6 million to build a new finished goods distribution center in Ripon, Wisconsin because the
prior warehousing space was displaced by the standard dryer, front load washer and tumbler
dryer production lines); $1.1 million of expenditures at our Ripon, Wisconsin facility related to
the transfer of production of our tumbler dryer product line from a previously owned
manufacturing facility in Madisonville, Kentucky, which was closed in 1999; and $0.5 million
of expenditures at our Marianna, Florida facility related to the transfer of production of our Ajax
press and finishing equipment product lines from a manufacturing site in Cincinnati, Ohio.

* In 2001, $1.5 million of expenditures, primarily at our Marianna, Florida facility, related to the

transfer of production of our Ajax press and finishing equipment product lines from a
manufacturing site in Cincinnati, Ohio, which began in 2000.
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(2)

3

(4)
(5)

(6)

(7)

We believe that the identification and separation of maintenance and non-recurring capital
expenditures are important factors in evaluating our financial results.

For purposes of determining the ratio of earnings to fixed charges, earnings are defined as income
(loss) before income taxes and cumulative effect of change in accounting principle plus fixed
charges. Fixed charges include interest expense on all indebtedness, amortization of deferred
financing costs and one-third of rental expense on operating leases, representing that portion of
rental expense deemed to be attributable to interest. In 2000, earnings were inadequate to cover
fixed charges. The amount of earnings required in 2000 to attain a ratio of 1.0 to 1.0 was $4.6
million.

“EBITDA,” as presented, represents net income before income taxes plus depreciation, amortization
(including non-cash interest expense related to amortization of debt issuance costs), cash interest
expense and non-cash interest expense on the junior subordinated promissory notes. Interest
accrued on the junior subordinated promissory notes is accumulated annually and will be repaid
when the notes become due or are paid in full. Based on our industry and debt financing
experience, we believe that EBITDA is customarily used to provide useful information regarding a
Company’s ability to service existing debt, to sustain potential future increasesin debt and to satisfy
capital requirements. EBITDA, adjusted for certain non-recurring and non-cash items and as
defined in the New Senior Credit Facility and the indenture governing the 2005 Senior
Subordinated Notes (the “2005 Notes Indenture’), is also used to determine our compliance with
key financial covenants under the New Senior Credit Facility and the 2005 Notes Indenture, which,
among other things, impacts the amount of indebtedness we are permitted to incur. Our use of
EBITDA, however, should not be considered an alternative to measures of operating performance
as determined in accordance with generally accepted accounting principles, including net income, as
ameasure of our operating results, and cash flows, as a measure of our liquidity. Because EBITDA
is not calculated identically by all companies, the presentation herein may not be comparable to
other similarly titled measures of other companies.

Working capital resources represents total current assets less total current liabilities.

Long-term obligations includes long-term debt, current portion of long-term debt and our
mandatorily redeemable preferred units.

Amortization expense for 2001 and 2000 includes goodwill amortization of $2.0 million and $2.0
million, respectively. In accordance with SFAS No. 142, “Goodwill and Other Intangible Assets,”
we discontinued amortization of the goodwill balance as of December 31, 2001.

Depreciation and amortization amounts include amortization of deferred financing costs included in
interest expense.

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALY SIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

OVERVIEW

We believe we are the leading designer, manufacturer and marketer of stand-alone commercial

laundry equipment in North America and that we are similarly a leader worldwide. Under the well-
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known brand names of Speed Queen, UniMac, Huebsch, and Ajax, we produce a full line of commercial
washing machines and dryers with load capacities from 16 to 250 pounds as well as presses and
finishing equipment. Our commercia products are sold to four distinct customer groups: (i)
laundromats; (ii) multi-housing laundries, consisting primarily of common laundry facilities in
apartment buildings, universities and military installations; (iii) on-premise laundries, consisting
primarily of in-house laundry facilities of hotels, hospitals, nursing homes and prisons and (iv)
drycleaners.

The North American stand-alone commercial laundry equipment industry’s revenues are
primarily driven by population growth and the replacement cycle of laundry equipment. With economic
conditions having limited effect on the frequency of use, and therefore the useful life of laundry
equipment, industry revenues have been relatively stable over time. Similarly, with a majority of our
revenues generated by recurring sales of replacement equipment and service parts, we have experienced
stable revenues even during economic slowdowns.

Sales of stand-alone commercial laundry equipment are the single most important driver of our
revenues. In 2004, our net revenues from the sale of commercia laundry equipment were approximately
$239.2 million, which comprised over 85% of our total net revenues. The other main component of our
revenues is the sale of high margin service parts. We offer immediate response service whereby many of
our parts are available on a 24-hour turnaround for emergency repair parts orders. In 2004, our net
revenues from the sale of service parts were approximately $38.2 million, almost 14% of our total net
revenues.

We estimate that our overall market share is approximately 38% in 2004. We have achieved
steady revenues by building an extensive and loyal distribution network for our products, establishing a
significant installed base of units and developing and offering a full innovative product line. Asaresult
of our large installed base, a significant majority of our revenue is attributable to replacement sales of
equipment and service parts.

We believe that continued population expansion in North America will continue to drive steady
demand for garment and textile laundering by all customer groups that purchase commercia laundry
equipment. We anticipate growth in demand for commercial laundry equipment in international markets
as well, especialy in developing countries where laundry processing has historically been far less
sophisticated than in North America. In addition, customers are increasingly trading up to equipment
with enhanced functionality, thereby raising average selling prices. Customers are also moving towards
equipment with increased water and energy efficiency as the result of government and consumer
pressure and a focus on operating costs.

Recent Developments. On January 27, 2005, ALH Holding Inc. (“ALH"), an entity formed by
Teachers Private Capital, the private equity arm of Ontario Teachers Pension Plan Board, or OTPP,
acquired 100% of the outstanding equity interests in Alliance Holdings for aggregate consideration of
approximately $450.0 million. In connection with such acquisition, the members of our senior
management acquired approximately $7.4 million of newly issued shares of common stock of ALH, and
our other management employees acquired approximately $2.2 million of newly issued shares of ALH
common stock in exchange for equity interests in Alliance Holdings and cash pursuant to a management
share offering. A portion of the aggregate acquisition consideration was used to repay our then existing
indebtedness, redeem our then outstanding preferred equity interests and pay certain fees and expenses
payable in connection with the consummation of the acquisition and the financing transactions described
below, and the balance was paid to Alliance Holdings former equity holders. We refer to the
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acquisition of Alliance Holdings and the related management investments in ALH as the “Acquisition.”
The Acquisition was financed with approximately $350.0 million of debt financing described below, the
management equity, approximately $107.4 million of new equity capital from OTPP and available cash.

As a result of the Acquisition, all of the outstanding equity interests of Alliance Laundry are
owned by Alliance Holdings, al of the equity interests of Alliance Holdings are owned by ALH and
approximately 91.8% of the capital stock of ALH is owned by OTPP. The remaining capital stock of
ALH isheld by management.

In connection with the closing of the Acquisition, we consummated the following financing
transactions, (the “Financing Transactions’ which we refer to, together with the Acquisition, as the
“Transactions’):

 the closing of the issuance of $150.0 million of 8 ¥2% senior subordinated notes due January
15, 2013, which we refer to as the “2005 Senior Subordinated Notes’. The proceeds from the
2005 Senior Subordinated Notes offering were $149.3 million;

 the closing of Alliance Laundry’s new $250.0 million senior secured credit facility, which we
refer to as the “New Senior Credit Facility,” consisting of a six-year $50.0 million revolving
credit facility and a seven-year $200.0 million term loan facility; and

 the settlement of the tender offer and consent solicitation, or the tender offer, initiated by us on
January 4, 2005 for the $110.0 million aggregate principal amount of our then outstanding 1998
Senior Subordinated Notes. The tender offer expired at 5:00 PM New York City time on
February 2, 2005, and approximately 5.10% of the total principal amount of the 1998 Senior
Subordinated Notes remained outstanding after the consummation of the tender offer. We
redeemed the remaining 1998 Senior Subordinated Notes in accordance with the indenture
governing such notes on March 7, 2005.

Critical Accounting Policies

The preparation of financial statements in conformity with generally accepted accounting
principles (“GAAP’) requires us to make estimates and assumptions that affect reported amounts of
assets and liabilities, disclosure of contingent assets and liabilities at the financial statement date and
reported amounts of revenues and expenses, including amounts that are susceptible to change. Our
critical accounting policies include accounting methods and estimates underlying such financia
statement preparation, as well as judgments around uncertainties affecting the application of those
policies. In applying critical accounting policies, materially different amounts or results could be
reported under different conditions or using different assumptions. We believe that our critical
accounting policies, involving significant estimates, uncertainties and susceptibility to change, include
the following:

Revenue Recognition. Revenue from product sales is recognized by us when all of the following
criteria are met: (i) persuasive evidence of an arrangement exists; (ii) delivery has occurred and
ownership has transferred to the customer; (iii) the price to the customer is fixed or determinable; and
(iv) collectibility is reasonably assured. With the exception of certain sales to international customers,
which are recognized upon receipt or acceptance by the customer, these criteria are satisfied, and
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accordingly, revenue is recognized upon shipment by us. In addition, warranty and sales incentive costs
are estimated and accrued at the time of sale, as appropriate.

We sell notes receivable and accounts receivable through our special-purpose bankruptcy remote
entities. Servicing revenue, interest income on beneficial interests retained, and gains on the sale of
notes receivable are included in commercia laundry revenue. In determining the gain on sales of notes
receivable, the investment in the sold receivable pool is allocated between the portion sold and the
portion retained, based on their relative fair values. We generally estimate the fair values of our retained
interests based on the present value of expected future cash flows to be received, using our best estimate
of key assumptions, including credit losses, prepayment rates, interest rates and discount rates
commensurate with the risks involved.

Inventories. We value inventories at the lower of cost or market. Cost is determined by the first-
in, first-out (FIFO) method. Valuing inventories at the lower of cost or market requires the use of
estimates and judgment. Our policy is to evaluate al inventory quantities for amounts on-hand that are
potentially in excess of estimated usage requirements, and to write-down any excess quantities to
estimated net realizable value. Inherent in the estimates of net realizable value are our estimates related
to our future manufacturing schedules, customer demand, possible alternative uses and ultimate
realization of potentially excessinventory.

Notes and Accounts Receivable. We value notes receivable not sold and accounts receivable net
of allowances for uncollectible accounts. These alowances are based on estimates of the portion of the
receivables that will not be collected in the future, and in the case of notes receivable, also considers
estimated collateral liquidation proceeds. However, the ultimate collectibility of a receivable is
significantly dependent upon the financial condition of the individual customer, which can change
rapidly and without advance warning. Balances are written off after all collection efforts have been
exhausted.

Retained Interests in Securitized Notes Receivable. We value retained beneficia interests in
notes receivable sold to our off-balance sheet special-purpose entities based upon the present value of
expected future cash flows to be received on the residual portion of cash flows on the notes, using our
best estimate of key assumptions, including credit losses, prepayment rates, interest rates and discount
rates commensurate with the risks inherent in such estimates. Unrealized gains and losses resulting from
changes in the estimated fair value of retained interests are recorded as other comprehensive income
(loss). Impairment losses are recognized when the estimated fair value is less than the carrying amount
of the retained interest. Note 4 to the financia statements discloses the sensitivity of current fair value
estimates to immediate adverse changes in certain valuation assumptions.

Employee Pensions. We sponsor a defined benefit pension plan covering the majority of our
employees. Generally accepted accounting principles require us to develop actuarial assumptions in
determining annual pension expense and benefit obligations for the related plan. Such assumptions
include discount rate, expected rate of return on plan assets, compensation increases and employee
turnover rates. These assumptions are reviewed on an annual basis and modified as necessary to reflect
changed conditions. For purposes of determining our pension expense for 2005, the discount rate and
expected rate of return on plan assets have been reduced to 5.75% and 8.75%, respectively.

Further, generally accepted accounting principles require the recognition of a minimum pension
liability and in certain circumstances an adjustment to members equity (deficit) when the fair market
value of year-end pension assets are |less than the accumulated benefit obligation.
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The following discussion should be read in conjunction with the Financial Statements and Notes
thereto included in this report.

RESULTS OF OPERATIONS

The following table provides our historical net revenues for the periods indicated:

Y ears Ended December 31,
2004 2003 2002

(dollarsin millions)

Commercial and consumer laundry.....................o...l. $ 2428 % 2307 % 219.7

SEIVICE PAMS. .. v et ee et e e e e e 38.2 36.9 35.5
$ 281.0 $ 267.6 $ 255.2

The following table provides certain condensed historical financial data expressed as a percentage of net
revenues for each of the periods indicated:

Y ears Ended December 31,
2004 2003 2002
NEL FEVENUES. .. ... e et e et et et et et et et et et e eeeeeeee 100.0% 100.0% 100.0%
COStOf SAIES. .. vttt 70.8% 70.6% 70.2%
GrOSS Profit. ... e et e e e 29.2% 29.4% 29.8%
Selling, general and administrative expense................. 14.2% 12.6% 11.7%
Securitization and other COStS.........vvvviiniii i 0.0% 0.0% 4.3%
Operating iNCOME. .. ....c.uit e it e e 15.0% 16.8% 13.8%
NELINCOME. .. .ot 4.2% 5.9% 0.5%

Year Ended December 31, 2004 Compared to Year Ended December 31, 2003

Net Revenues. Net revenues for the year ended December 31, 2004 increased $13.4 million, or
5.1%, to $281.0 million from $267.6 million for the year ended December 31, 2003. This increase was
primarily attributable to higher commercial laundry revenue of $8.6 million, higher service parts revenue
of $1.3 million and higher consumer laundry revenue of $3.6 million. The increase in commercial
laundry revenue was due primarily to higher international revenue of $7.3 million and higher North
American equipment revenue of $1.5 million, which were partly offset by lower earnings from our off-
bal ance sheet equipment financing program of $0.2 million. Revenue from international customers was
higher in the Middle East, Africa, Asia and Europe and was driven by favorable selling prices resulting
from the weaker United States dollar. The increase in consumer laundry resulted from our re-entry into
this marketplace, following the expiration of a non-compete agreement in late 2004. The increase in
North American equipment revenue was primarily due to higher revenue from on-premise laundries and
drycleaners, partially offset by lower revenue from multi-housing laundries and laundromats.
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Gross Profit. Gross profit for the year ended December 31, 2004 increased $3.4 million, or
4.3%, to $82.0 million from $78.6 million for the year ended December 31, 2003. This increase was
primarily attributable to margins associated with higher product sales volume, a price increase and lower
depreciation expense of $1.1 million, which were partially offset by steel cost increases, higher nickel
and chrome surcharges of $4.8 million related to stainless steel purchases and higher employee medical
expenses of $1.1 million. Gross profit was not affected to the full extent of recent steel market
conditions as we have steel purchase agreements in place. When these agreements expire in early 2005,
we will be subject to prevailing steel prices at that time. Asaresult of the recent escalation in the cost of
steel and the negative impact from nickel and chrome surcharges related to stainless steel purchases, we
published a price increase, effective on December 1, 2004, which is expected to offset anticipated steel
cost increases. Gross profit as a percentage of net revenues decreased to 29.2% for the year ended
December 31, 2004 from 29.4% for the year ended December 31, 2003, primarily as a result of the
increases in steel related components and medical expense increases.

Slling, General and Administrative Expense. Selling, general and administrative expenses for
the year ended December 31, 2004 increased $6.2 million, or 18.7%, to $39.8 million from $33.6 million
for the year ended December 31, 2003. Theincrease in selling, general and administrative expenses was
primarily due to recognition of $5.6 million of non-cash compensation expense related to incentive units
issued to our executives in 1998 and 2003, higher sales and marketing expenses of $1.2 million and
higher independent development costs of $0.4 million, which were partially offset by lower pension
expense of $1.0 million. Selling, general and administrative expenses as a percentage of net revenues
increased to 14.2% for the year ended December 31, 2004 from 12.6% for the year ended December 31,
2003.

Operating Income. As a result of the aforementioned, operating income for the year ended
December 31, 2004 decreased $3.0 million, or 6.5%, to $42.1 million from $45.1 million for the year
ended December 31, 2003. Operating income as a percentage of net revenues decreased to 15.0% for the
year ended December 31, 2004 from 16.8% for the year ended December 31, 2003.

Interest Expense. Interest expense for the year ended December 31, 2004 decreased $2.9 million,
or 10.0%, to $25.4 million from $28.3 million for the year ended December 31, 2003. Interest expense
in 2004 includes a favorable non-cash adjustment of $0.2 million to reflect changes in the fair values of
an interest rate swap agreement. Interest expense in 2003 included an unfavorable non-cash adjustment
of $1.4 million to reflect changes in the fair values of an interest rate swap agreement. Interest expense
was also lower in 2004 as a result of lower interest rates and a reduction in total debt outstanding of
$45.0 million, or 14.3% since December of 2002.

Costs Related to Abandoned Public Offerings. Costs related to abandoned public offerings for
the year ended December 31, 2004 were $4.8 million with no similar costs in the prior year. During
2004, we pursued an initial public offering of Income Deposit Securities for which we incurred offering
related expenses and for which we capitalized debt and offering related costs totaling $4.8 million. Asa
result of abandoning the Income Deposit Securities offering, we have written off all related capitalized
costsin 2004.

Other Income (Expense), Net. Other expense for the year ended December 31, 2004 was less
than $0.1 million as compared to other expense of $0.8 million for the year ended December 31, 2003.
The 2003 other expense is comprised of costs associated with the settlement of a lawsuit against a
former subsidiary in Argentina.
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Net Income. As a result of the aforementioned, net income for the year ended December 31,
2004 decreased $4.1 million to $11.8 million as compared to $15.9 million for the year ended December
31, 2003. Net income as a percentage of net revenues decreased to 4.2% for the year ended December
31, 2004 from 5.9% for the year ended December 31, 2003.

Year Ended December 31, 2003 Compared to Year Ended December 31, 2002

Net Revenues. Net revenues for the year ended December 31, 2003 increased $12.4 million, or
4.9%, to $267.6 million from $255.2 million for the year ended December 31, 2002. This increase was
primarily attributable to higher commercial laundry revenue of $11.0 million and higher service parts
revenue of $1.4 million. Theincrease in commercia laundry revenue was due primarily to higher North
American equipment revenue of $7.1 million, and international revenue of $4.7 million, which was
partly offset by lower earnings from our off-balance sheet equipment financing program of $0.8 million.
The increase in North American equipment revenue was primarily due to higher revenue from
laundromats, and multi-housing laundries partially offset by lower revenue from drycleaners and on-
premise laundries. Revenue from international customers was higher in Europe and Asia.

Gross Profit. Gross profit for the year ended December 31, 2003 increased $2.5 million, or
3.3%, to $78.6 million from $76.1 million for the year ended December 31, 2002. This increase was
primarily attributable to margins associated with the higher sales volume, a price increase and lower
depreciation expense, which were partially offset by unfavorable exchange rates related to foreign
purchases, unfavorable product mix related to sales to drycleaning customers and lower earnings from
our off-balance sheet equipment financing program. Gross profit as a percentage of net revenues
decreased to 29.4% for the year ended December 31, 2003 from 29.8% for the year ended December 31,
2002.

Slling, General and Administrative Expense. Selling, general and administrative expenses for
the year ended December 31, 2003 increased $3.5 million, or 11.5%, to $33.6 million from $30.1 million
for the year ended December 31, 2002. Theincrease in selling, general and administrative expenses was
primarily due to higher pension expense of $1.5 million, and higher sales and marketing expenses of
$1.2 million. Selling, general and administrative expenses as a percentage of net revenues increased to
12.6% for the year ended December 31, 2003 from 11.7% for the year ended December 31, 2002.

Securitization and Other Costs. We did not incur any securitization and other costs for the year
ended December 31, 2003. Securitization and other costs for the year ended December 31, 2002 were
$10.9 million. The 2002 costs were due to transaction fees associated with a new asset backed facility.
Securitization and other costs as a percentage of net revenues were 4.3% for the year ended December
31, 2002.

Operating Income. As a result of the aforementioned, operating income for the year ended
December 31, 2003 increased $10.0 million, or 28.3%, to $45.1 million from $35.1 million for the year
ended December 31, 2002. Operating income as a percentage of net revenues increased to 16.8% for the
year ended December 31, 2003 from 13.8% for the year ended December 31, 2002.

Interest Expense. Interest expense for the year ended December 31, 2003 of $28.3 million was
unchanged as compared to interest expense for the year ended December 31, 2002. Lower cash interest
expense resulting from a reduction in total debt outstanding was offset by higher cash interest expense
related to the junior subordinated promissory notes. Interest expense in 2003 includes an unfavorable
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non-cash adjustment of $1.4 million to reflect changes in the fair values of an interest rate swap
agreement. Interest expense in 2002 includes an unfavorable non-cash adjustment of $1.8 million to
reflect changesin the fair values of asimilar interest rate swap agreement.

Other Income (Expense), Net. Other expense for the year ended December 31, 2003 was $0.8
million as compared to other income of less than $0.1 million for the year ended December 31, 2002.
The 2003 other expense is comprised of costs associated with the settlement of a lawsuit against a
former subsidiary in Argentina.

Net Income. As a result of the aforementioned, net income for the year ended December 31,
2003 increased $14.6 million to $15.9 million as compared to $1.3 million for the year ended December
31, 2002. Net income as a percentage of net revenues increased to 5.9% for the year ended December
31, 2003 from 0.5% for the year ended December 31, 2002.

LIQUIDITY AND CAPITAL RESOURCES

In connection with the consummation of the January 27, 2005 Transactions, we refinanced
substantially all of our indebtedness with the proceeds of the offering of the 2005 Senior Subordinated
Notes and borrowings under the New Senior Credit Facility.

2002 Senior Credit Facility. All borrowings under our amended and restated credit agreement
dated as of August 2, 2002 (“2002 Senior Credit Facility”), which was comprised of a $193.0 million
term loan facility and a $45.0 million revolving credit facility were repaid in connection with the
consummation of the Transactions and all outstanding letters of credit under our amended and restated
August 2002 credit agreement were refinanced.

New Senior Credit Facility. The New Senior Credit Facility is comprised of a senior secured
revolving credit facility in a total principa amount of up to $50.0 million (less amounts received for
letters of credit), which we refer to as the “New Revolving Credit Facility,” and a senior secured term
loan facility in an aggregate principal amount of $200.0 million, which we refer to as the “New Term
Loan Facility.” The New Revolving Credit Facility has a six-year maturity and the New Term Loan
Facility has a seven-year maturity. We expect to use borrowings under the New Revolving Credit
Facility for general corporate purposes, including working capital, capital expenditures and letters of
credit. We used borrowings under the New Term Loan Facility together with proceeds from the offering
of the 2005 Senior Subordinated Notes to pay the adjusted equity purchase price under the Acquisition,
to repay outstanding debt, including the 2002 senior credit facility, 1998 Senior Subordinated Notes,
junior subordinated promissory notes, unreturned capital on certain preferred units, and to pay fees and
expenses related to the Financing Transactions.

The New Senior Credit Facility requires that we meet certain financial tests including, without
limitation, a maximum total leverage ratio and a minimum interest coverage ratio. The New Senior
Credit Facility allows a maximum ratio of consolidated debt to Adjusted EBITDA (as defined by the
New Senior Credit Facility) beginning with the fiscal quarter ended June 30, 2005 (the first financial
condition covenant test period), of 6.50. The New Senior Credit Facility contains customary covenants
and restrictions including, among others, limitations or prohibitions on capital expenditures and
acquisitions, declaring and paying dividends and other distributions, redeeming and repurchasing our
other indebtedness, loans and investments, additional indebtedness, liens, guarantees, recapitalizations,
mergers, asset sales and transactions with affiliates.
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Additional borrowings and the issuance of additional letters of credit under the New Senior
Credit Facility are subject to certain continuing representations and warranties, including the absence of
any development or event which has had or could reasonably be expected to have a material adverse
effect on our business or financial condition.

Securitization Programs.  On November 26, 2002, a trust, Alliance Laundry Equipment
Receivables Trust 2002-A (“ALERT 2002A™), formed by a special-purpose bankruptcy remote
subsidiary of ours, entered into a $300.0 million revolving facility (the “ Asset Backed Facility”), backed
by equipment loans and trade receivables originated by us. During the first three years of the Asset
Backed Facility, we are permitted, from time to time, to sell our trade receivables and certain equipment
loans to the special purpose subsidiary, which in turn will transfer them to the trust. The trust finances
the acquisition of the trade receivables and equipment |oans through borrowings under the Asset Backed
Facility. Funding availability for trade receivables is limited to a maximum of $60.0 million, while
funding for equipment loansis limited at $300.0 million less the amount of funding outstanding for trade
receivables. Funding for the trade receivables and equipment loans is subject to certain eligibility
criteria standard for transactions of this type. After December 2, 2005 (or earlier in the event of arapid
amortization event or an event of default), the trust will not be permitted to request new borrowings
under the facility and the outstanding borrowings will amortize over a period of up to nine years
thereafter. Based on current market conditions, we believe that we will be able to refinance the facility.
However, should market conditions change or our financial position deteriorate, we may not be able to
refinance the facility on advantageous terms or at all. At December 31, 2004 and 2003, we recorded
$15.9 million and $17.5 million, respectively, related to the estimated fair value of our beneficia
interests in the promissory notes sold to the trust.

Additional advances under the Asset Backed Facility are subject to certain continuing conditions,
including but not limited to (i) the weighted average life, weighted average interest rate, and the amount
of fixed rate equipment loans held by the trust, (ii) the absence of a rapid amortization event or event of
default, as defined, (iii) our compliance, as servicer, with certain financial covenants, and (iv) no event
having occurred which materially and adversely affects our operations.

Therisk of loss to the note purchasers under the new Asset Backed Facility resulting from default
or dilution on the trade receivables and equipment loans is protected by credit enhancement, provided in
the form of cash reserves, letters of credit and overcollateralization.  Further, the timely payment of
interest and the ultimate payment of principal on the facility is guaranteed by Ambac Assurance
Corporation. All of the residual beneficial interests in the trust and cash flows remaining from the pool
of receivables and loans after payment of all obligations under the Asset Backed Facility would accrue to
our benefit. Except for the retained interests and amounts of the letters of credit outstanding from time
to time as credit enhancement, we provide no support or recourse for the risk of loss relating to default
on the assets transferred to the trust. In addition, we are paid a monthly servicing fee equal to one-
twelfth of 1.0% of the aggregate balance of such trade receivables and equipment loans.

1998 Senior Subordinated Notes. On January 4, 2005, we commenced a cash tender offer and
consent solicitation with respect to al $110.0 million of our outstanding 1998 Senior Subordinated
Notes. The tender offer for the 1998 Senior Subordinated Notes expired at 5:00 p.m. New York City
time on February 2, 2005, and approximately 5.10% of the principa amount of the 1998 Senior
Subordinated Notes remained outstanding after the consummation of the tender offer. We redeemed the
remaining 1998 Senior Subordinated Notes in accordance with the indenture governing such notes on
March 7, 2005.
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2005 Senior Subordinated Notes.  As part of the Financing Transactions, we offered and sold
$150.0 million of 2005 Senior Subordinated Notes and received proceeds of approximately $149.3
million. The 2005 Notes Indenture governing the 2005 Senior Subordinated Notes, anong other things,
restricts our ability and the ability of our restricted subsidiaries to make investments, incur or guarantee
additional indebtedness, pay dividends, create liens, sell assets, merge or consolidate with other entities,
enter into transactions with affiliates and engage in certain business activities.

EBITDA and Adjusted EBITDA. We have presented EBITDA below and Adjusted EBITDA below
because certain covenants in the indenture relating to the 2005 Senior Subordinated Notes are tied to
ratios based on these measures. “EBITDA” represents net income before interest expense, income tax
(provision) benefit and depreciation and amortization, and “Adjusted EBITDA” is EBITDA as further
adjusted to exclude, among other things, certain non-recurring expenses and other non-recurring non-
cash charges. Adjusted EBITDA does not represent and should not be considered as an alternative to net
income or cash flow from operations, as determined by GAAP, and our calculations thereof may not be
comparable to similarly entitled measures reported by other companies. Based on our industry and debt
financing experience, we believe that Adjusted EBITDA is customarily used to provide useful
information regarding a company’s ability