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Throughout this quarterly report, we refer to Atliee Laundry Holdings LLC, a Delaware limited
liability company, as “Alliance Holdings,” and, tegher with its consolidated operations, as the
“Company,” “Alliance,” “we,” “our,” and “us,” unles s otherwise indicated. Any reference to “Alliance
Laundry” refers to our wholly-owned subsidiary, idlice Laundry Systems LLC, a Delaware limited
liability company, and its consolidated operationsjess otherwise indicated. Any reference to “ALH”
refers to ALH Holding Inc., a Delaware corporatiand Alliance Holdings’ ultimate parent entity.



PART |  FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

ALLIANCE LAUNDRY HOLDINGS LLC
CONDENSED CONSOLIDATED BALANCE SHEETS
(unaudited)

(in thousands)

September 30, December 31,

2011 2010
Assets
Current assets:
Cash and cash equivalents.............cocooiiii i $ 42,454 $ 37,743
Restricted cash - for securitization investors..........cceeevevvvnene .. 14,479 17,528
Accounts receivable, net...........ccooiiiiii 21,381 24,830
INVENEONIES, NEL... .ttt e e 43,067 40,562
Accounts receivable - restricted for securitizafiovestors............. 66,545 61,113
Loans receivable, net - restricted for securitmafnvestors........... 42,014 43,408
Deferred income tax asset, Net..........c.ccovviii i i iiiiiie e, 9,113 8,968
Prepaid expenses and other assets............cccovvviviiiieveiiennnnn, 4,346 4,868
Total CUITeNnt @sSetS.......cvvii et e e e, 243,399 239,020
Loans receivable, Net........ooiiii i 6,619 4,136
Property, plant and equipment, Net..........cccccoiiv i e 54,617 56,075
€0 o 1, 1 181,494 181,377
Loans receivable, net - restricted for securitmainvestors................... 208,872 217,871
Debt issuance COStS, NEL......c.iiii e e 9,994 7,442
Intangible asSets, NeL.......i i 134,536 137,347
TOtAl @SSELS. ... i it eee ettt e $ 839,531 $ 843,268
Liabilities and Member(s)' Equity
Current liabilities:
Current portion of long-term debt and capital leaskgations......... $ - $ 4
Revolving credit facility...........c.coove i - -
Accounts payable....... ..o 41,559 38,542
Asset backed borrowings - owed to securitizatioegtors............. 78,420 75,152
Other current liabilities..........cooooii i 37,938 33,466
Total current liabilities.........cooove i 157,917 147,164
Long-term debt and capital lease obligations............... ;o vev e ennnn. 251,565 276,253
Asset backed borrowings - owed to securitizatioestors..................... 182,961 189,035
Deferred income tax liability, net............ccoovi i 19,271 11,673
Other long-term liabilities. .. .......coo i 20,845 22,082
Total liabilities. ..o 632,559 646,207
Commitments and contingencies (See Note 15)
MEMDEI(S) @QUILY... ..ttt e e e e e e e e 206,972 197,061
Total liabilities and member(s)' equity..........ccooeiiiiiii i i, $ 839,531 $ 843,268

The accompanying notes are an integral part ofitla@cial statements.



ALLIANCE LAUNDRY HOLDINGS LLC
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(unaudited)

(in thousands)

Three Months Ended Nine Months Ended
September 30, September 30, September 30, September 30
2011 2010 2011 2010
Net revenues:
Equipment and service parts..............c..coeeeeeunnnnn. $ 112,038 $ 102,349 $ 330,629 $ 305,545
Equipment financing, net.............coooooiiii i, 2,030 1,272 5,567 4,090
NEL FTEVENUES. ...ttt e e e 114,068 103,621 336,196 309,635
COoSt Of SAIES....ieiei i, 84,650 71,168 243,474 219,224
GroSS Profit... e e 29,418 32,453 92,722 90,411
Selling, general and administrative expense................... 17,286 14,505 47,752 44,388
(0] 1 01T oT0 1) £ T PP 452 - 1,565 -
Total operating EXPENSES.........uveevriieiirie e ierieaananns 17,738 14,505 49,317 44,388
Operating iINCOMEe........c.oiuiiiiie e, 11,680 17,948 43,405 46,023
INtEreSt EXPENSE. ...t it 6,905 5,736 20,722 16,808
Loss from early extinguishment of debt......................... - 7,680 - 7,680
Income before taxes.......ccocveviiiiiiiiiii i 4,775 4,532 22,683 21,535
Provision for inCome taxes..........ovvvi i i, 1,382 2,063 8,735 7,916
NELINCOME. ... e e e e $ 3,393 $ 2,469 $ 13,948 $ 13,619

The accompanying notes are an integral part ofitla@cial statements.



ALLIANCE LAUNDRY HOLDINGS LLC
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(unaudited)
(in thousands)

Nine Months Ended
September 30, September 30,
2011 2010

Cash flows from operating activities:
N L NGO .. e e e e e e e e e e e e e $ 13,948 $ 13,619
Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation and amortiZation..............vueeeeiininee it e e 13,904 13,024
NON-CaSh INtEIreSt EXPENSE.. .. v ittt e e e e e eeeen 312 70
Non-cash loss on commodity & foreign exchange @mt$; net................ooevenee. 3,325 345
Non-cash executive unit COMPENSAtION..........civi i e e aeen e 1,764 2,572
Non-cash income from loan forgiveness. ..........ccouvviii e e s e (33) (39)
Non-cash debt issuance cost Write-0Off..........c.ooiiiiiiiii e e - 2,944
Non-cash write-off of original issue discount om®e Subordinated Notes......... - 218
Deferred INCOME TAXES. ... ettt e e e e e e e e e e e e e ee e 6,987 5,813
LOSS 0N Sale Of fIXEA ASSEES. .. uiu ittt e e e e e 225 192
Changes in assets and liabilities:
Accounts and notes receivable. ..o 116 192
Accounts receivable - restricted for securitmainvestors............ccoovvvvninn. (5,432) 5,281
1 0Y7=T 01 10 ] = PP (2,503) 292
Loans receivable, net - restricted for secuatton investors.............cc.coveueeh. 10,393 (1,714)
(@1 g T - TS £ P (253) (375)
ACCOUNES PAYADIE. ... e e e 2,976 4,815
Other lIabIlItIES. .. ...t e e e e e (170) (5,427)
Net cash provided by operating activities.............cooviiie i e 45,559 41,822
Cash flows from investing activities:
Capital EXPENAILUIES. .. ...t e e e e e e (7,507) (6,439)
Restricted cash - for Securitization INVESIONS. ... .. cvueet ettt et e e e eeans 3,049 2,852
Net cash used in INVeStiNg aCtVItIES..........cvviiii i e e (4,458) (3,587)

Cash flows from financing activities:

Principal payments on long-term debt (25,000) (29,000)
Change in other long-term debt, Net..........coooiiiiiiii e e 4) (498)
Net increase in revolving line of credit borrowings............cc.ccocevvii i, - -
Debt fINANCING COSES. ...ttt e e e e e e e e e (4,100) (9,409)
Net increase in asset backed borrowings owed tarigigation investors................... (2,806) (7,407)
Member distriDULIONS......... e e e e (4,500) (19,208)
Purchase of treasury StOCK.........ouiuie it e e e e e e e e - (621)
Redemption of Senior Subordinated NOES..........c.viiiit it v e e e eees - (149,315)
Retirement of old credit agreement....... ..ot - (102,000)
Proceeds from new credit agreement..........vu v iiiie et e e - 282,150
Net cash used in financing activities...........oovviiiii e (36,410) (35,308)
Effect of exchange rate changes on cash and cashaets.............cooveveeviiiiiie e, 20 18
Increase in cash and cash equivalents.............coooiii i e 4711 2,945
Cash and cash equivalents at beginning of period................cooii i 37,743 24,615
Cash and cash equivalents at end of Period............oo.ve it e e e e $ 42,454 $ 27,560
Supplemental disclosure of cash flow information:
Cash paid for INtEIrEST......... oo e e, $ 16,107 $ 20,300
Cash paid for INCOME TaXES. ... ettt e e e e e e e e e ee e $ 1,369 $ 1,190

The accompanying notes are an integral part ofitla@cial statements.
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Notes to Unaudited Condensed Consolidated Financi&tatements
(Dollar amounts in thousands unless otherwise atd)

NOTE 1. BASIS OF PRESENTATION

Our interim condensed consolidated financial stat@s)are unaudited. A number of footnotes or other
financial information that are normally required bBgcounting principles generally accepted in thetedn
States of America have been condensed or omittésl.nhanagement’s opinion that these financialestants
include all normal and recurring adjustments neags$or a fair statement of our financial positiand
operating results. Net revenues and net earningafpinterim period are not necessarily indicatvéuture or
annual results. These financial statements for gharter ended September 30, 2011 should be read in
conjunction with our consolidated financial statemsepresented in our Annual Report for the Yeardgénd
December 31, 2010.

Alliance Holdings is a holding company with no makassets other than its ownership of the common
stock of its wholly-owned subsidiary, Alliance Lalmg Systems LLC (“Alliance Laundry”). All of Alliace
Holding’s business operations are conducted byaAtle Laundry and its subsidiaries.

NOTE 2. INVENTORIES

Inventories are stated at cost using the firstiist-out method, but not in excess of net realieatalue, and
consist of the following:

September 30, December 31,
2011 2010
Materials and purchased parts.. $ 22,514 $ 18,774
Work in process...........cc......... 3,595 7,236
Finished goods...................... 21,750 18,563
Inventory reserves.................. (4,792) (4,011)
$ 43,06" $ 40,56

NOTE 3. GOODWILL AND OTHER INTANGIBLES

The changes in the carrying value of goodwill byaing segment for the nine months ended
September 30, 2011 are summarized below (in md)ion

United States Middle East

and Canade Europe Latin America Asia & Africa Consolidatec
Balance, December 31, 2010..................... $ 1504 $ 259 % 06 $ 28 $ 17  $ 181.4
Currency translation...............occceevevieeennn. - 0.1 - - - 0.1
Balance, September 30, 2011.................... $ 1504 $ 260 $ 06 $ 28 $ 1.7 % 181.5

Identifiable intangible assets, which are subjecainortization, consist primarily of customer agneets
and distributor networks, engineering drawings,dpit designs and manufacturing processes, noncempet
agreements, patents and computer software. Thémegible assets are amortized over the assetshastil
useful lives which range from two to twenty yedrdgangible assets also include certain trademankistieade
names, which have an indefinite life. Such assetsiat amortized, but are subject to an annual iimmgant test
pursuant to current accounting guidance.



Amortization expense associated with identifiabkamgible assets was as follows:

Three Months Ended Nine Months Ended
September 30, September 30, September 30, September 30
2011 2010 2011 2010
Amortization expense..... $ 1,63¢ $ 1,20¢ $ 4,59¢ $ 3,881

The following is a summary of identifiable intanigibassets as of September 30, 2011 and December 31,
2010:

September 30, 2011 December 31, 2010
Gross Accumulated Net Gross Accumulated Net
Amount Amortization Amount Amount Amortization Amount
Amortizable intangible assets.......... $ 58,806 $ 37,162 $ 21,644 $ 57,105 $ 32,566 $ 24,539
Non-amortizable intangible assets.... 112,892 - 112,892 112,808 - 112,808
$ 171,69¢ $ 37,16 % 134,53¢ $ 169,91 $ 32,56¢ % 137,34

NOTE 4. ASSET BACKED FACILITY

On June 26, 2009, Alliance Laundry, through a speqmirpose bankruptcy remote subsidiary, Alliance
Laundry Equipment Receivables 2009 LLC (*ALER 200%nd a trust (a qualified special purpose entity)
Alliance Laundry Equipment Receivables Trust 2009*ALERT 2009A"), entered into a one year $330.0
million revolving credit facility (the “Asset BackieFacility”), backed by equipment loans and tragiseivables
originated by the Company. During the revolvingige of the Asset Backed Facility (the “Revolvingridéd”),
Alliance Laundry is permitted, from time to time, gell its trade receivables and certain equiprfents to the
special-purpose subsidiary, which in turn transtlesn to the trust. Effective June 17, 2011, thmiatstrative
agent and noteholders under the Asset Backed fyaaifiended the agreement to extend the termindata of
the Revolving Period through June 16, 2013 based oequest by ALERT 2009A. The trust finances the
acquisition of the trade receivables and equiprtaants through borrowings under the Asset Backedifyaio
the form of funding notes, which are limited toadwvance rate of approximately 85% for equipmenidoand
approximately 70% for trade receivables. Fundingilability for trade receivables is limited to a xmaum of
$60.0 million, while funding for equipment loans limited to $330.0 million, less the amount of fimgl
outstanding for trade receivables. Funding for ttlhaele receivables and equipment loans is subjecetti@in
eligibility criteria, including concentration andher limits, which are standard for transactiongto$ type.
Provided no event of default or rapid amortizaterent has occurred and is continuing, the admatistr
agent and noteholders under the New Asset Backeititf-dave the right to extend the terminationedaf the
Revolving Period through June 16, 2014 upon a dgoye ALERT 2009A and will inform ALERT 2009A at
least thirty (30) days prior to the termination edathether such date is extended. An inability ttemct the
Revolving Period or replace this facility could leaa material adverse effect on business, finamaadition
and results of operations, including the Companggenue, EBITDA, liquidity and leverage. After the
Revolving Period, or June 16, 2014 if the RevolviPgriod is extended (or earlier in the event oapid
amortization event or an event of default), thesttwill not be permitted to request new borrowingsler the
facility and the outstanding borrowings will amagiover a period of up to nine years. As of Sep&n30,
2011, the balance of variable funding notes duenders under the Asset Backed Facility for equipnh@ans
and trade receivables was $220.0 million and $a1li®on, respectively.

Additional advances under the Asset Backed Faalig/subject to certain continuing conditions, udahg
but not limited to: (i) covenant restrictions ratat to the weighted average life, weighted averatgrest rate
and the amount of fixed rate equipment loans hglthb trust; (ii) the absence of a rapid amort@agvent or
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event of default, as defined; (iii) our complianas,servicer, with certain financial covenants; @agno event

having occurred which materially and adversely cffeour operations. In addition to performance mess

associated with the transferred trade receivabies egjuipment note receivables, there are othertevan

conditions which could trigger a rapid amortizatievent. As of September 30, 2011 no rapid amoitizat
events have occurred.

The variable funding notes issued under the Assetk& Facility will commence amortization, and
borrowings under the Asset Backed Facility will ®egrior to June 16, 2013 upon the occurrence rvéioe
“rapid amortization events” which include: (i) a rbmving base shortfall exists and remains uncured,
(ii) delinquency, dilution or default ratios on giged receivables and equipment loans exceedingircert
specified ratios in any given month; (iii) the dages outstanding on receivables exceed a spkaifimber of
days; (iv) the occurrence and continuance of amtegé default or servicer default under the Assatked
Facility, including but not limited to, as servicea material adverse change in our business ondiah
condition and our compliance with certain requifgncial covenants; and (v) a number of other sigec
events.

The risk of loss to the note purchasers under theeBacked Facility resulting from default or tida on
the trade receivables and equipment loans is rnetighy credit enhancement, provided by us in thme fof
cash reserves, letters of credit ($34.3 millionoc&sSeptember 30, 2011) and over-collateralizatiopon
transfer of the trade receivables and equipment teaeivables to the trust, the receivables anthicecash
flows derived from them become restricted for usemieeting obligations to the trusts’ noteholderd #me
Company. Noteholders are allocated cash flows ddrivom the activities of the securitized poolstr@ide
receivables and equipment loan receivables. Anyarmgmg monies in the trust and cash flows remaitirog
the pool of receivables and loans after paymemallaibligations under the Asset Backed Facilityl\atcrue to
the benefit of Alliance Laundry. Except for Alliamd¢.aundry’s retained interests and amounts of étters of
credit outstanding from time to time as credit erdeanent, the Company provides no support or reediors
the risk of loss relating to default on the asdedssferred to the trust. Alliance Laundry alscaiesd the
servicing rights and receives a servicing fee Ifigr trade receivables and equipment loans soldjsapadid an
annual servicing fee equal to 1.0% of the aggrebal@nce of such trade receivables and equipmanstlo

NOTE 5. SECURITIZATION ACTIVITIES

Beginning on January 1, 2010 the Company’s seeatitin is accounted for as a secured borrowingtlaed
trust is treated as a consolidated subsidiary @Gbmpany. The following lines of the Company’s Gemsed
Consolidated Balance Sheets are specific to thep@agis securitization and are restricted for sei@ation
investors only:

» Restricted cash — for securitization investors

» Accounts receivable — restricted for securitizaiiorestors

* Loans receivable, net — restricted for securitaatnvestors (current and long-term)
» Asset backed borrowings — owed to securitizatimestors (current and long-term)

Certain aspects of the Company’s retained intérelhe assets of the trust now constitute intercamyp
positions, which are eliminated in the preparatbnhe Company’'s Condensed Consolidated BalancetShe
Trust receivables underlying the Company’s retainégtest are recorded in accounts receivabletriatesl for
securitization investors and loans receivable—esstricted for securitization investors.



Restricted Cash — for securitization investors

To protect the noteholders of the trust, additicradlateral in the form of a cash reserve equd%oof the
trade receivable and equipment note receivablenbatais maintained, as well as a yield accounidaer
interest rate loans. Additionally, collection acntaito facilitate the collection and disbursemeifuads are
maintained separately for trade receivables angpewnt note receivables. The components of restticash
are shown below.

September 30, December 31,

2011 2010
CaSh rESEIVE ACCOUNTS. ... ettt ittt e et et et e e e et e e e e e $ 3,225 $ 3,321
Collection accounts - trade receivables............coovivii i e 3,176 3,989
Collection accounts - eqUIPMENE [0ANS.........o.uvieiieiiie et e iee e e e eee e e 8,078 10,218
Restricted cash -for securitization iNVEStors.............ccceeeevviie i ieeieinenn. $ 14,479 $ 17,528

Securitization Activities

The Company transfers accounts receivable and egmiploans to our special-purpose bankruptcy remote
subsidiary in the ordinary course of business asgfaur ongoing securitization activities. In aecuritization
transactions, Alliance Laundry receives a combamatf cash and residual interests in the assatsfaaed.
Residual interests in accounts receivable as odlées indicated were:

September 30, December 31,

2011 2010
Accounts receivables - restricted for securitizafiovestors................ $ 66,545 $ 61,113
Less: asset backed borrowings - owed to securdizatvestors........... (41,342) (37,669)
Company's residual interest in securitized accowgusivable.............. $ 25,203 $ 23,444

At September 30, 2011, the residual interest inrsiEed loans receivable were:

Current Long term
Loans receivable - restricted for securitizatioveBtors.............c.cooeveveennn. $ 45124 $ 215,651
Less: bad debt reserve on loans receivable.................. ..o ceevenn, (3,110) (6,779)
Loans receivable, net - restricted for securitmafnvestors ....................... 42,014 208,872
Less: asset backed borrowings - owed to securdizatvestors................... (37,078) (182,961)
Company's residual interest in securitized loansivables......................... $ 4936 $ 250911

At December 31, 2010, the residual interest in 8sgézed loans receivable were:

Current Long term
Loans receivable - restricted for securitizatioveBtors.............c.coooveveennn. $ 46,450 $ 224,629
Less: bad debt reserve on loans receivable.................. ..o e ceevenn, (3,042 (6,758
Loans receivable, net - restricted for securitamainvestors ....................... 43,408 217,871
Less: asset backed borrowings - owed to securdizatvestors................... (37,483) (189,035)
Company's residual interest in securitized loansivables......................... $ 5,92¢ $ 28,83t

Asset backed borrowings — owed to securitizati#rsitors

The current portion of the asset backed borrowioged to securitization investors in the Company’s
Condensed Consolidated Balance Sheets represerttsrth party noteholders’ interest in trade reables and
the current portion of equipment notes receivable long-term portion of the asset backed borrowioged
to securitization investors in the Company’s CorsgehConsolidated Balance Sheets represents tikeptinity
noteholders’ interest in equipment notes receivallenounts owed to securitization investors as of
September 30, 2011 for their interest in equipnieans and trade receivables were $220.0 million $4M 3
million, respectively.



Credit Quality of Financing Receivables

Past due balances of loans receivable represenprtheipal balance of loans held with any payment
amounts between 30 and 89 days past the contrgofyahent due date. Non-performing loans receivable
represent loans that are generally more than 98 delynquent and the estimated uncollectible ambastbeen
written off to the allowance for doubtful accounte Company does not accrue interest income 0R non
performing loans. Finance income for non-performoans receivable is recognized on a cash basis.

An aging analysis of past due and non-performiran$oreceivable as of September 30, 2011 is shown
below:

Over 90 Days Allowance for Total
30-59 Days  60-89 Days Total 30-89 Non- Doubtful Finanain
Past Due Past Due Days Past Due Performing Current Acoaots Receivables, net
Unsecuritized Loan Portfolio.. $ 13¢ $ 164 $ 297 $ 194 $ 6,44¢ $ (321, 3 6,61¢
Securitized Loan Portfolio...... $ 458 $ 1,951 $ 6,537 $ 7,714 $246,524 $ (9,889) $ 250,886

An analysis of the allowance for doubtful accountsoans receivable is shown below:

Unsecuritized Securitized
Loan Portfolio Loan Portfolio

Balance, December 31, 2010 $ 265 $ 9,800
Provision................... - 2,911
Write-offs.................. - (2,915)
Recoveries................ 56 93

Balance, September 30, 2011 $ 321 $ 9,889

Other trust items

An interest rate cap is in place as part of theeA&acked Facility to limit our exposure to intdreste
increases which may adversely affect the overatfopmance of our equipment financing activities.eTh
interest rate cap limits the Company’s exposuréuictuations in interest rates to 6.27% for fixeder loans.
The notional amount of the cap, which was $54.0lionil at September 30, 2011, varies based on the
originations and payoffs of our fixed-rate loan tfmio. In conjunction with the extension of the &t backed
Facility the interest rate cap was amended to elxtka expiration date to July 5, 2021. Fair valigeldsures
related to the interest rate cap agreement arershelow.

September 30, 2011

Fair Value of
Notional Hedge Hedge Location on
Amount Assets Liabilities Balance Sheet Term
Undesignated derivatives
Interest rate cap $ 54,000 $ 328 $ - Accounts receivable, net Through 715/2
Total undesignated derivatives $ 328 $




December 31, 2010

Fair Value of
Notional Hedge Hedge Location on
Amount Assets Liabilities Balance Sheet Term
Undesignated derivatives
Interest rate cap $ 58000 $ 339 $ - Accounts receivable, net Through 6/90/
Total undesignated derivatives $ 339 $
Location in (Loss) Recognized on Undesignated Hedges
Statement of Three Months Ended  Nine Months Ended
Undesignated Hedges Income September 30, 2011 Septenti@ 2011
Interest rate ce Interest expen: $ (288 % (466,
$ (288) $ (466)
Location in (Loss) Recognized on Undesignated Hedges
Statement of Three Months Ended  Nine Months Ended
Undesignated Hedges Income September 30, 2010 Septenti@ 2010
Interest rate cap Interest expense $ (74% (618)
$ (74) $ (618)
September 30, 2011
Total
Assets /
Liabilities at
Level 1 Level 2 Level 3 Fair Value
Assets
Derivative financial instruments.....
Interest rate cap - 328 - 328
Total aSSetS.......oveeveeieeieieeenen, $ - $ 32¢ $ - $ 32¢
December 31, 2010
Total
Assets
Liabilities at
Level 1 Level 2 Level 3 Fair Value
Asset:
Derivative financial instruments.....
Interest rate cap - 339 - 339
Total aSSetS.......oveeveeieeiiieeenen, $ - $ 33¢ $ - $ 33¢
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Three Months Ended

Equipment financing, net as shown in the Conder3aasolidated Statements of Income is comprised of
the following amounts:

Nine Months Ended

September 30, 201

September 30, 201

INtErest iNCOME.........oeeviiiiiiiie e $ 5,030 $ 15,292
Other iNCoOMEe.......coooev i, 265 864
Interest expense on asset backed
borrowings - owed to securitization investors.. (1,307 (5,056
Underwriting and collection expenses................ (916) (2,622)
Bad debt expense...........cooveii i, (1,042) (2,911)
Equipment financing, net...............coooiii s $ 2,030 $ 5,567
Three Months Endec Nine Months Endec
September 30, 2010 September 30, 2010
INtErest iNCOME........coeeiiiiiiiiiei e $ 5,138 $ 15,424
Other iNCOME.......coooev i 22€ 73¢
Interest expense on asset backed
borrowings - owed to securitization investors.. (2,055 (5,967
Underwriting and collection expenses................ (899) (2,760)
Bad debt expense...........cooveiii i, (1,138) (3,346)
Equipment financing, net...............cooii s $ 1,27 $ 4,09(

NOTE 6. DERIVATIVE FINANCIAL INSTRUMENTS

Derivative instruments are accounted for at faiugaThe accounting for changes in the fair valéi@ o
derivative depends on the intended use, designatdntype of the derivative instrument. The Compdogs
not designate any of its derivatives as hedgesasduch, records all changes in fair values asreonent of
earnings.

Using derivative instruments means assuming copai®r credit risk. Counterparty credit risk relateshe
loss we could incur if a counterparty were to défan a derivative contract. We primarily deal wittvestment
grade counterparties and monitor the overall creslt and exposure to individual counterparties. fdenot
anticipate nonperformance by any counterparties. dhount of counterparty credit exposure is thealired
gains, if any, on such derivative contracts. Wendb require, nor do we post, collateral, or segusih such
contracts.

Hedging Strategy
We are exposed to certain risks relating to ouroomgy business operations. As a result, we enter int

derivative transactions to manage certain of tleegmsures that arise in the normal course of basinthe
primary risks managed by using derivative instruteere interest rate risks, fluctuations in foreaymrency
exchange rates and commodity price fluctuationsctihtions in these rates and prices can affecopeirating
results and financial condition. We manage the sxpmoto these market risks through operating amehéing
activities and through the use of derivative finahinstruments. We do not enter into derivativeafcial
instruments for trading or speculative purposes.

Interest Rate RiskWe are exposed to market risk associated with radvenovements in interest rates.
Specifically, we are primarily exposed to changethe fair value of our Senior Term Loan.
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Effective October 31, 2010, the Company entered @1$110.0 million interest rate swap agreemert wit
The Bank of Nova Scotia to hedge a portion ofriteriest rate risk related to its term loan borr@sinnder the
Senior Term Loan. Under the swap, which mature®©otober 31, 2013, the Company pays a fixed rate of
0.858%, and receives or pays quarterly interestneays based upon the three month LIBOR rate.

Effective October 31, 2010, the Company entered ét$40.0 million interest rate swap agreement with
The Bank of Nova Scotia to hedge a portion ofniteriest rate risk related to its term loan borr@sinnder the
Senior Term Loan. Under the swap, which mature©otober 31, 2012, the Company pays a fixed rate of
0.652%, and receives or pays quarterly interestneays based upon the three month LIBOR rate.

Foreign Currency RiskWe have manufacturing, sales and distribution iteesl in Belgium and sales and
distribution facilities in Norway and Spain and meke investments and enter into transactions devaied in
foreign currencies. Although the vast majority afr anternational sales from our domestic operatians
denominated in U.S. dollars, we are exposed tasa@tional and translational foreign exchange ridéted to
our foreign operations.

Regarding transactional foreign exchange risk, ntereinto certain forward exchange contracts taiced
the variability of the earnings and cash flow imgaaf nonfunctional currency denominated receivalaed
payables. We do not designate these contractsdge liansactions. Accordingly, the mark-to-markegpact of
these contracts is recorded each period to cugamtings. At September 30, 2011, we were manadghg $
million of Euro foreign currency contracts, whicte aot designated as accounting hedges.

Our primary translation exchange risk exposureegt&nber 30, 2011 was the Euro. Amounts invested in
non-U.S. based subsidiaries are translated into dblars at the exchange rate in effect at quastet. The
resulting translation adjustments are recordeccaumulated other comprehensive income as foreigreiccy
translation adjustments. The foreign currency fedim adjustment component of accumulated other
comprehensive income at September 30, 2011 wasZar§ilion gain. The net amount invested in foreign
operations at September 30, 2011 was approxim@&&y0 million, for which no hedges have been eithbtl.

Commodity RiskWe are subject to the effects of changing raw natand component costs caused by
movements in underlying commodity prices. We puseheaw materials and components containing various
commodities, including nickel, zinc, aluminum andpper. We generally buy these raw materials and
components based upon market prices that are isstadbiwith the vendor as part of the procurementgss.

From time to time, we enter into contracts with gandors to fix commodity prices for various pesdd
limit our near-term exposure to fluctuations in revaterial and component prices. In addition, wesemito
commodity hedge contracts to hedge certain commqdites, such as nickel, copper and aluminum doice
the variability on our earnings and cash flow intpasf purchasing raw materials containing such coulities.
We do not designate these contracts as hedge d¢teomsa Accordingly, the mark-to-market impact bese
contracts is recorded each period to current egsniit September 30, 2011, we were managing $4libbmof
nickel hedge contracts, $3.2 million of copper hedgntracts and $2.7 million of aluminum hedge @Ewts,
which are not designated as accounting hedges.
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The following table summarizes our outstanding \dgive contracts and their effects on our Condensed
Consolidated Balance Sheets at September 30, 2@lDecember 31, 2010, respectively:

September 30, 2011

Fair Value of

Notional Hedge Hedge Location on

Amount Assets Liabilities Balance Sheet Term
Undesignated derivatives
Interest rate swaps $ 150,000 $ - $ 719 Other current liabilities Through 10/31/13
Commodity hedges 9,994 - 2,284 Other current liabilities Various through 32/12
Foreign currency hedges 9,845 - 297 Other current liabilities Various througy®/31/12
Total undesignated derivative $ - $ 3,30(

Deember 31, 2010

Fair Value of

Notional Hedge Hedge Location on

Amount Assets Liabilities Balance Sheet Term
Undesignated derivatives
Interest rate swa $ 150,00 $ 99z $ - Accounts receivable, n Various through 10/31/:
Commaodity hedges 6,253 1,032 - Accounts receivable, net Various thtodg/31/11
Foreign currency hedges 8,468 - 221 Other current liabilities Various thrdu6/30/11
Total undesignated derivative $ 2,02 $ 221

The effects of derivative instruments on our ComsgeinConsolidated Statements of Income for the three
and nine months ended September 30, 2011 and 20H3 dollows:

Gain (Loss) Recognized on

Location in Undesignated Hedges
Statement of Three Months Ended Nine Months Ended
Undesignated Hedges Income September 30, 2011 Septenti@ 2011
Interest rate swaps Interest expense $ (707% (2,298)
Foreign currency hedges Cost of sales (458) 206
Commodity hedges Cost of sales (2,246) (2,474)
$ (3,411  $ (4,566

Gain (Loss) Recognized on

Location in Undesignated Hedges
Statement of Three Months Ended Nine Months Ended
Undesignated Hedges Income September 30, 2010 Septenti@ 2010
Foreign currency hedges Cost of sales $ 1,478% (935)
Commodity hedges Cost of sales 1,336 731
$ 2,81¢ $ (204,

See Note 5 — Securitization Activities for disclomsirelated to the Company’s interest rate cap.
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NOTE 7. FAIR VALUE MEASUREMENTS

Assets and liabilities measured at fair value, pritg related to financial products, included inrou
Condensed Consolidated Balance Sheets as of Segt€8p2011 and December 31, 2010 are summarized
below:

September 30, 2011

Total
Assets /
Liabilities at
Level 1 Level 2 Level 3 Fair Value
Liabilities
Derivative financial instruments
Interest rate swap contracts......... $ - $ 719 % - $ 719
Commodity contracts.................. - 2,28¢ - 2,28¢
Foreign currency contracts........... - 297 - 297
Total liabilities..........ccocoeveeeeiinnnn. $ - $ 3,30 $ - $ 3,30(
December 31, 2010
Total
Assets /
Liabilities at
Level 1 Level 2 Level 3 Fair Value
Assets
Derivative financial instruments
Interest rate swap contracts......... $ - $ 992 $ - $ 992
Commodity contracts.................. - 1,032 - 1,032
Total aSSEtS.....ovveeeee e, $ - $ 2,02¢ % - $ 2,02¢
Liabilities
Derivative financial instruments
Foreign currency contracts........... $ - $ 221 $ - $ 221
Total liabilities.............coovvveeeeinnl. $ - $ 221  $ - $ 221

The carrying amounts reported in the Condensed didased Balance Sheets for Cash and cash
equivalents, Accounts receivable, Accounts recdévab restricted for securitization investors, Loans
receivable, net — restricted for securitizationestors, Accounts payable and Asset backed borrevngwed
to securitization investors approximate fair vatlue to the short-term nature or since longer-terstruments
have interest at variable rates that re-price featjy. The amounts reported for borrowings under Sienior
Term Loan approximate fair value since the undegdyinstruments bear interest at variable ratesreratice
frequently. The fair value of commodity and foreigrchange hedges are obtained based upon third part
guotes as disclosed in Note 6 — Derivative Findriogtruments. See Note 5 — Securitization Actastfor fair
value disclosures related to the Company’s inteedstcap.

NOTE 8. INCOME TAXES

During the third quarter of 2011, the Company clalmd its estimated annual effective tax rate t@&8%,
as compared to 35.8% at December 31, 2010. Theaprineason for the increase in effective tax ratéhe
Company no longer qualifies for the energy tax itnedrtly offset by a reduction of foreign earningsrently
taxable. The effective tax rate (including discrggens) for the nine month period ending Septengfer2011
was 38.5%. At the end of each interim period, thenBany makes an estimate of the effective taxegpected
to be applicable for the full fiscal year and thegpact of discrete items, if any, and adjusts thertguly rate, as
necessary.
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There are various factors that may cause our tsxnagtions to change in the near term and, as #,rds
Company may have to increase or decrease its i@uatlowance against deferred income tax assdts. T
Company cannot predict whether future U.S. feddéoagign and state income tax laws and regulatraight
be passed that could have a material effect oresslts of operations. The Company will assessnipact of
significant changes to the U.S. federal, foreigd state income tax laws and regulations on a redpalsis and
update the assumptions and estimates used to eregarconsolidated financial statements when new
regulations and legislation are enacted.

The Company has approximately $0.6 million of unmeized tax benefits as of September 30, 2011 which
if recognized, would impact the effective tax raidhle Company does not anticipate that the net atnaiun
unrecognized tax benefits will change significarlying the next twelve months. The Company’s poiscto
accrue interest and penalties related to unrecedniax benefits in income tax expense. Tax yearghwvh
remain subject to examination by tax authoritiestfie Company in significant tax jurisdictions indé years
subsequent to 2007 in the United States, subsetu@006 in Luxemburg and subsequent to 2009 igiBe.

NOTE 9. GUARANTEES

The Company, through its special-purpose bankrupteyote subsidiary, entered into a $330.0 million
Asset Backed Facility as described in Note 4 — ABseked Facility above. Pursuant to the termshefAsset
Backed Facility, the Company provides credit enkamnt to the note purchasers including an irreMecab
letter of credit, which is an unconditional lendiogmmitment of the lenders under the Senior Creddility,
subject to certain limits. The Company is obligatedier the reimbursement provisions of the Seniedi®
Facility to reimburse the lenders for any drawingsthe credit enhancement by the facility indentuustee. If
the credit enhancement is not replenished by thepgaoy after a drawing, the trust will not be petedtto
request new borrowings under the Asset Backed iBaaihd the Asset Backed Facility will begin to ammze.
The amount of the irrevocable letter of credit tedato the Asset Backed Facility at September 8Q,12vas
$34.3 million.

The Company offers warranties to its customers wigipg upon the specific product and the product use
Standard product warranties vary from one to threars for most components, with certain components
extending to ten years. Certain customers haveteglem buy without warranty coverage. The standard
warranty program requires that the Company reptigfective components within a specified time pefirodn
the date of installation. The Company also selisassgely priced extended warranties associated itsth
products. The Company recognizes extended warramgnues over the period covered by the warranty.

The Company records an estimate for future warregigted costs based on actual historical incidatets
and cost per incident trends. Based on analysisesie and other factors, the carrying amount ofwarranty
liability is adjusted as necessary. While the Comyfsa warranty costs have historically been withia i
calculated estimates, it is possible that futurerardy costs could exceed those estimates.

The changes in the carrying amount of our totatipob warranty liability were as follows:

Nine Months Ended

September 30, September 30,
2011 2010

Balance at beginning of period.............cooi i $ 7,085 $ 7,490
Currency translation adjustment............oooie i e 9 (63)
Accruals for current and pre-existing warranties

issued during the Period..........cooiiii i 3,850 3,222
Settlements made during the period......... ... (3,704) (3,387)
Balance at end Of Period..........covvriii i $ 7,24( $ 7,262
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NOTE 10. EMPLOYEE BENEFIT PLANS

The Company provides certain pension, healthcaek death benefits for eligible retirees and their
dependents. The pension benefits are funded, Wigldealthcare and death benefits are not fundedrbyaid
as incurred. Eligibility for coverage is based oaeating certain years of service and retirementificetions.
The components of periodic benefit costs for thedland nine months ended September 30, 2011 d:0da?@
as follows:

Pension Benefits Other Benefits
Three Months Ended Three Months Ended
September 30, September 30, September 30, September 30
2011 2010 2011 2010
SEerIVIiCe COSt......ovviiiieeeee e, $ 187 $ 186 $ 6 $ 33
Interest CoSt.......oovvvvvvivvn i, 822 837 7 38
Expected return on assets............. (991) (864) - -
Amortization of prior service cost..... - 1 - (2)
Amortization of loss...................... 205 217 - 6
Net periodic benefit cost................ $ 223 $ 377 $ 13 $ 75
Pension Benefits Other Benefits
Nine Months Ended Nine Months Ended
September 30, September 30, September 30, September 30
2011 2010 2011 2010

SEerIVICe COSt....covviiiiieeeee e, $ 561 $ 556 $ 19 3 99
Interest CoSt.......coovvvvivivie i, 2,465 2,511 20 113
Expected return on assets............. (2,974) (2,592) - -
Amortization of prior service cost..... 2 3 Q) (5)
Amortization of loss...................... 617 653 1 16
Net periodic benefit cost................ $ 671 $ 1,131 $ 39 $ 22%

Employer Contributions
During the first nine months of 2011, the Compamg ftontributed $3.1 million to its defined benefit
pension plan and anticipates additional contrimgitotaling $0.8 million during the remainder ofl20

NOTE 11. LONG-TERM DEBT AND CAPITAL LEASE OBLIGATIDIS

Debt, other than debt related to securitizationviies discussed in Note 5 — Securitization Adias,
consisted of the following at September 30, 201d Bacember 31, 2010:

September 30, December 31,
2011 2010

Senior TermLoan........................ $ 254,000 $ 279,000
Revolving Credit Facility................ - -
Capital lease obligations................ - 4
Gross long-term debt..................... 254,000 279,004
Less: discount on long-term debt.... (2,435 (2,747
Less: current portion..................... - (4)

$ 251,56! $ 276,25:
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On September 30, 2010, we refinanced our theniegidebt with a new Senior Credit Facility (the Ha®
Credit Facility”) that replaced a previous crediregement. The Senior Credit Facility provides fdiva-year
$60.0 million revolving credit facility (the “Revaihg Credit Facility”) and a six-year $285.0 milliczerm loan
facility (the “Senior Term Loan”). Alliance Laundng the borrower under the Senior Credit Facilihda
Alliance Holdings and Alliance Laundry Corporatioam,subsidiary of Alliance Laundry, are the guaresto
under this facility. The Company prepaid $12.0 imill of its Senior Credit Facility obligation duririge third
quarter of 2011 and $25.0 million year to date.eAftonsidering voluntary prepayments made through
September 30, 2011, the Senior Credit Facility imeguminimum quarterly payments of approximately6$0
million beginning December 31, 2012 through Juneg2816. The final principal payment of $244.3 roill is
due on September 30, 2016. The Company is reqtoredake prepayments with the proceeds from certain
transactions as defined in the Senior Credit Rgcili

The Revolving Credit Facility is available, subjéatcertain conditions, for general corporate psgoin
the ordinary course of business and for other &retitns permitted under the Senior Credit Facilikg. of
September 30, 2011, the Revolving Credit Faciligswndrawn. A portion of the Revolving Credit fiacnot
in excess of $45.0 million is available for theuiasce of letters of credit. Letters of credit igbumn the
Company’s behalf under the Revolving Credit Facilibtaled $36.0 million at September 30, 2011. The
Revolving Credit Facility matures on SeptemberZiL,5.

At September 30, 2011, the Company could have baadaan additional $24.0 million of the availabledan
unutilized Revolving Credit Facility to finance owperations. We believe that future cash flows from
operations, together with available borrowings urtde Revolving Credit Facility, will be adequatereet our
anticipated requirements for capital expendituneerking capital, interest payments, scheduled guadc
payments and other debt repayments that may beéredgas a result of the scheduled ratio of Conatéid
Total Debt to Adjusted EBITDA discussed below.

Borrowings under the Senior Credit Facility willasanterest, at the option of Alliance Laundry,aatate
equal to an applicable margin plus (a) the baseara(b) the eurodollar rate, which will be theetatlected by
Alliance Laundry, at which eurodollar deposits @ore, two, three or six months are offered in thertrank
eurodollar market (“Eurodollar Rate”), subject thIBOR floor of 1.75%. The applicable margin foetBenior
Term Loan is initially 3.50% with respect to baagerloans and 4.50% with respect to eurodollardpanbject
to step downs based on certain financial ratio®e ifterest rate on the Senior Term Loan borrowiagof
September 30, 2011 was 6.25%.

In addition, the Company is obligated to pay a tgprigr commitment fee currently equal to 0.75% per
annum, subject to step downs based on certaindialaratios, on the average daily unused portiothef$60.0
million Revolving Credit Facility. The Company ilsa obligated to pay a fee on all outstanding tettd credit
in the amount of the applicable margin, then ireeffwith respect to eurodollar loans under the Revg
Credit Facility, which was 4.50% at September 30112 as well as a 0.25% fronting fee on the agdeega
amount of all outstanding letters of credit.

The obligations of Alliance Laundry under the Ser@oedit Facility are secured by a lien on subsadigt
all assets (subject to certain exceptions) of A#m Holdings, Alliance Laundry and Alliance Laundry
Corporation, a wholly owned subsidiary of Alliancaundry (“ALC”), and will also be secured by subgtally
all assets of their future material domestic subsies (subject to certain exceptions) and are antaed by
Alliance Holdings and ALC and their future mate@mestic subsidiaries (subject to certain excepjio

Additional borrowings and the issuance of additidetters of credit under the Senior Credit Fagibtre
subject to certain continuing representations aadamties, including the absence of any developroestent
which has had or could reasonably be expectedve danaterial adverse effect on the Company’s lessior
financial condition.
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The Senior Credit Facility contains a number ofamants that, among other things, restrict the Coryipa
ability to dispose of assets, repay other indeldssgnincur liens, make capital expenditures andencaktain
investments or acquisitions, engage in merger®osalidation and otherwise restrict its operatintvities. In
addition, under the Senior Credit Facility, the Qxamy is required to satisfy specified financialastand tests,
including a maximum of Consolidated Total Debt tdj#sted EBITDA (as defined in the Senior Credit
Facility) and a minimum Adjusted EBITDA to Consdied Cash Interest Expense. The required maximum
Consolidated Total Debt to Adjusted EBITDA ratiadaihe minimum Adjusted EBITDA to Consolidated Cash
Interest Expense as of September 30, 2011 wage 500 and 2.75 to 1.00, respectively. As of Sepier 30,
2011 the Company’s Consolidated Total Debt to Adid€EBITDA ratio was 3.04 to 1.00 and the Company’s
Adjusted EBITDA to Consolidated Cash Interest Exggemnatio was 4.51 to 1.00. The Company currently
expects to meet its obligations under its debtegent including compliance with established covénan

The Company’s ability to make scheduled paymentgrioicipal or to refinance its indebtedness, opay
the interest or liquidated damages on its indelassinf any thereon, or to fund planned capitakexitures, or
to meet its debt covenants, will depend upon them@amy’s future performance, which, in turn, is sabjto
general economic, financial, competitive and otfaators that are beyond the Company’'s control. @lob
macroeconomic conditions remain unstable. Given dbetinuing uncertainty regarding the economies of
Europe and other markets in which we operate amgegied federal deficits in the U.S. and Europe,
macroeconomic conditions could deteriorate in tharrierm or over the longer term. The Company naes
to monitor its business plan for cost control meesuhat could improve profitability. The Compargcahas
the ability to defer non-critical capital expendés. Based on current forecasts, the Company dlyexpects
to meet its obligations under its debt agreememtBiding compliance with established financial aueats.
However, if the economic environments in which @empany operates were to deteriorate beyond current
expectations, it could have a material adversecefia its ability to remain in compliance with tevenants
which would result in a material adverse effecitsriquidity and results of operations. Any amermhinto, or
waiver of, the covenants would likely involve swdrgtal upfront fees, significantly higher annuaikeirest costs
and other terms significantly less favorable to@wenpany than those contained in its current cffeditities.

As discussed in more detail in Note 6 — Derivatiueancial Instruments, the Company maintains two
interest rate swaps to manage its exposure to elainginterest rates. The swaps will expire on Detd1,
2012 and October 31, 2013.

As discussed in greater detail in Note 5 — Seaatitbon Activities, the Company had total debt cansling
of $261.4 million related to its securitizationiaittes.

As discussed in greater detail in Note 4 - AsseatkBd Facility, effective June 17, 2011, the terrtiora
date of the Revolving Period of the Asset BackedIffawas extended through June 16, 2013.

NOTE 12. RELATED PARTY TRANSACTIONS

On August 15, 2011, ALH granted 2,100 performanp&oos (which we refer to below as the “new
homerun options”) to certain key employees. Noneoof named executive officers received these new
homerun options. The new homerun options have alp@re exercise price equal to $197.49. Thesersptio
have an expiration date of April 22, 2020 and Willy vest upon a change in control prior to thate if (and
only if) the return to OTPP is at least three tintesnvested capital (and, if such return thredhslnot met, the
new homerun options will be forfeited). The new eoun options are classified as equity and no expbas
been recorded related to the new homerun options.

As of September 30, 2011, a total of 156,648 stjtions remain outstanding. The granted optionglent
the members of management to purchase shares osAldrhmon stock at an average option price of $I386.
per share at September 30, 2011, subject to cemrtguirements. As of September 30, 2011, stockoosti
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represented an aggregate of 9.8% of the fully eéilutommon shares of ALH common stock issuable upon
exercise of stock options. As of September 30, 2@pproximately forty-five percent (45%) of the iops
granted were time based options, of which the nitgjarested according to anniversary dates, and the
remaining fifty-five percent (55%) of the optionsagted were performance based options.

Based upon a valuation of all granted stock optidthe Company recognized $1.8 million and $2.6
million of compensation expense for the nine morghded September 30, 2011 and 2010, respectivey. T
Company recognized $1.5 million and $0.1 million afmpensation expense for the three months ended
September 30, 2011 and 2010, respectively.

NOTE 13. MEMBER(S)’ EQUITY

Total comprehensive earnings were a loss of $1llkomiand gain of $14.4 million for the quarter and
nine months ended September 30, 2011, respectigety,$8.5 million and $16.0 million for the quarterd
nine months ended September 30, 2010, respectivetythe nine months ended September 30, 2011 @@ 2
comprehensive earnings included a gain of $0.Jdonithnd a loss of $2.8 million, respectively. Eoe quarter
ended September 30, 2011 and 2010, comprehensiviegzincluded a loss of $5.0 million and a g&i$9.9
million, respectively. The gains and losses inheat these periods related to changes in foreigneoay
exchange rates.

NOTE 14. SEGMENT INFORMATION

The Company manufactures and sells commercial fgueglipment that can be installed in a multituéle o
applications ranging from small chassis producedus commercial laundromats to large products used
institutional laundry applications. The Company mtains manufacturing facilities in Ripon, Wisconsin
Wevelgem, Belgium and Nazareth, Belgium to fulbittlers throughout the world. In the third quarteR@11,
the Company completed the closure of it's Nazar@hlgium manufacturing facility. See Note 16 —
Restructuring for further discussion. Based upam itfformation used by management for making opsgati
decisions and assessing performance, the Companthbafollowing operating segments: U.S. and Canada
Europe, Asia, Latin America, and the Middle EasA&ica. The Company has determined that its opegati
segments are its reportable segments.

The Company uses segment net revenues and grdgsagrds measures of performance and to allocate
resources. Management believes these are the leastunes to help users of its financial statemeradigt
future trends. In determining gross profit for dperating segments, the Company does not allocatairc
manufacturing costs, including manufacturing vares and customer support expenses. Gross profit is
determined by subtracting cost of sales from neemaes. Cost of sales is comprised of the costawf
materials and component parts, plus costs inclatédde manufacturing plant level, including, but hmited
to, labor and related fringe benefits, depreciatsupplies, utilities, property taxes and insurance

General and administrative expenses, interest eepesther debt related expenses and the provision f
income taxes are centrally managed. Consequehégetmeasures are not presented in the segmedosdises
because they are not part of the segment profiabdsults reviewed by management.

Currently, assets are physically maintained in Wmited States and Belgium. However, due to common
manufacturing lines and significant shared comptmeaanross all five reportable segments, assetspyrtable
segment are not provided to the Company’s Chiefr@jpey Decision Maker. As such, total assets byrigble
segment are not disclosed.
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Net revenues and gross profit as determined b tmpany for its reportable segments are as follows:

Three Months Endec Nine Months Endec
September 3C September 3C September 3C September 3C
2011 201(¢ 2011 201C
(in millions)

Net Revenues
United States and Canada........... $ 80.8 $ 71.5 $ 234.8 $ 215.7
Europe.......cociiiiii 13.7 12.3 447 40.1
Latin America..........covvvveeinnnnns, 4.4 3.8 11.2 10.7
ASIA... .o 10.5 10.1 29.3 26.2
Middle East & Africa................... 4.7 5.9 16.2 16.9

$ 114.1 $ 103.¢ $ 336.2 $ 309.¢
Gross Profit:
United States and Canada........... $ 194 $ 23.3 $ 61.5 $ 62.6
Europe.......coiiviii 4.0 34 13.6 11.9
Latin America.........covvevveiinnnnns, 1.5 1.3 3.9 3.6
ASIA... i 3.3 2.8 9.4 8.2
Middle East & Africa................... 1.2 1.6 4.3 4.1

$ 29.4 $ 32.4 $ 92.7 $ 90.4

NOTE 15. COMMITMENTS AND CONTINGENCIES

Various claims and legal proceedings generallydieicial to the normal course of business are penaling
threatened against us. While the Company cannatigbréhe outcome of these matters, in the opinién o
management, any liability arising thereunder wdk have a material adverse effect on the busirigss)cial
condition and results of operations after givindeetff to provisions already recorded. The Company ha
recorded accruals related to these matters ofrillidn at both September 30, 2011 and DecembeRB10.

Environmental, Health and Safety Matters

We are subject to comprehensive and frequently gihngnfederal, state and local environmental and
occupational health and safety laws and regulatiotuding laws and regulations governing emissiohair
pollutants, discharges of waste and storm waterthadlisposal of hazardous wastes. The Companigas a
subject to liability for the investigation and redigion of environmental contamination (including
contamination caused by other parties) at the ptiegeit owns or operates and at other propertiesres the
Company or predecessors have arranged for thesdispbhazardous substances. As a result, we aoéved,
from time to time, in administrative and judicialopeedings and inquiries relating to environmematters.
There can be no assurance that we will not be waebin such proceedings in the future and thaatigregate
amount of future clean-up costs and other enviroriaidiabilities will not have a material adversigeet on
our business, financial condition and results oérapons. The Company believes that its faciliteasd
operations are in material compliance with all emwinental, health and safety laws.

NOTE 16. RESTRUCTURING

During the third quarter of 2011, the Company caetedl the closure of its Nazareth, Belgium
manufacturing facility. During the first quarter 2011, the Company had announced its intentionagechis
facility due to product line changes and the abiid better utilize existing space at its otheriliges. In the
first quarter of 2011 the Company accrued an ohbbgaof approximately $1.1 million for severanceperses
related to the affected employees based on stgtrtgquirements in Belgium. In the third quarter @@mpany
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accrued an additional $0.5 million for lease caatiein and other costs, in accordance with accagnti
guidance. These amounts were included in the Qib&tis line of the Condensed Consolidated Statesradnt
Income. These obligations will be fully settled March 2012, based on the timing of severance kenef
payments.

NOTE 17. RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

In January 2010, the FASB issued new accountinglague that amends previously issued guidance
regarding fair value measures and disclosuresnéleguidance requires disclosure of transfersantb out of
Level 1 and Level 2 fair value measurements, asd aquires more detailed disclosure about thevipcti
within Level 3 fair value measurements. The Compadgpted the accounting guidance related to fdireva
disclosures in January 2010, except for the remerds related to Level 3 disclosures, which wascgiffe for,
and adopted by, the Company in January 2011. Thdagce did not have a material impact on the Caryipa
consolidated balance sheet and income statement.

In July 2010, the FASB issued new accounting guidahat amends previously issued guidance regarding
receivable assets. The new guidance requires dig@se related to financing receivables and thevalhee for
credit losses by portfolio segment. The new guidaalso requires disclosures of information regaydime
credit quality, aging, nonaccrual status and impaits by class of receivable. A portfolio segmerthe level
at which a creditor develops a systematic methafjofor determining its credit allowance. A receileablass
is a subdivision of a portfolio segment with similaeasurement attributes, risk characteristics @mmon
methods to monitor and assess credit risk. Tradeuwsnts receivable with maturities of one year @slare
excluded from the disclosure requirements. The Gomp@adopted this new guidance on January 1, 2044. T
disclosures required by this new guidance are dezlun Note 5 — Securitization Activities.

In April 2011, the FASB issued ASU No. 2011-02, fe@itor’'s Determination of Whether a Restructuring
Is a Troubled Debt Restructuring, which amends A30, Receivables. This ASU states that a troubddat d
restructuring occurs when a creditor grants a cssioa it would not otherwise consider to a debtat s
experiencing financial difficulties. The guidanckardies what would be considered a concession Hgy t
creditor and financial difficulties of the debt@ertain disclosures are required for transactibas qualify as
troubled debt restructurings. The effective datenmgflementation for the Company will be the fougiinarter of
2011. The adoption is not expected to have a nahteffect on the Company’s consolidated financial
statements.

In May 2011, the FASB issued ASU No. 2011-04, R&aitue Measurement (Topic 820), “Amendments to
Achieve Common Fair Value Measurements and Discofequirements in U.S. GAAP and IFRS” (*ASU
No. 2011-04”). ASU No. 2011-04 amends the wordirgedi to describe many of the requirements for
measuring fair value to achieve the objective ofedtgping common fair value measurement and discébosu
requirements, as well as improving consistency anderstandability. Some of the requirements clattiiy
FASB'’s intent about the application of existingrfaalue measurement requirements while other amentim
change a particular principle or requirement foraswing fair value or for disclosing informationoaib fair
value measurements. ASU No. 2011-04 is effectivecldendar years beginning after December 15, 2011.
Early adoption is prohibited. The Company is cutlseavaluating the potential impact of ASU No. 2604 on
the financial statements and related disclosuresgdes not anticipate a material impact.

In June 2011, the FASB issued Accounting Standdmttate No. 2011-05, Comprehensive Income (Topic
220): Presentation of Comprehensive Income (ASU1ZTH). The amendments in ASU 2011-05 require
entities to present the total of comprehensive nmieothe components of net income, and the compsrant
other comprehensive income either in a single oootis statement of comprehensive income or in two
separate but consecutive statements. Additionléyamendments in ASU 2011-05 require an entifyrésent
on the face of the financial statements reclasgibio adjustments for items that are reclassifieunf other
comprehensive income to net income in the statgslemthere the components of net income and the
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components of other comprehensive income are pexkeASU 2011-05 is effective for interim and annua
periods beginning after December 15, 2011. The Gmypdoes not expect material financial statement
implications relating to the adoption of this ASU.

In September 2011, the FASB issued Accounting Statsd Update 2011-08, “Testing Goodwill for
Impairment” (“ASU 2011-08”") to simplify how both plic and non-public entities test goodwill for
impairment. The amended guidance gives entitiesoibieon to qualitatively assess whether the tw-ste
goodwill impairment test under Accounting Standa@aslification Topic 350-20, “Intangibles — Goodwalhd
Other — Goodwill” (*ASC 350-20") must be performddnder ASU 2011-08, entities can assess whethsr it
more likely than not that the fair value of a rdpay unit is less than its carrying amount. If &a8 elect to
perform the qualitative assessment and determiaietiie fair value of goodwill is, more likely thamot, less
than the carrying amount of goodwill, then Stepf the goodwill impairment test under ASC 350-20 de&
be performed; otherwise no further evaluation iguned. If entities choose not to perform the datie
assessment then entities would also perform Stfptie goodwill impairment test under ASC 350-20e%e
provisions are effective for fiscal years beginnaiter December 15, 2011 and for interim period$hiwithose
fiscal years, although early adoption is permitt€tde provisions of ASU 2011-08, when adopted, at n
expected to have a material impact on the Compamyisolidated financial statements.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND
RESULTS OF OPERATIONS

This management’s discussion and analysis (“MD&8HKpuld be read in conjunction with the financial
statements and notes appearing elsewhere in tpmtrand in our Annual Report for the Year Ended
December 31, 2010.

OVERVIEW

We believe that we are a leading global designenufacturer and marketer of commercial laundry
equipment used in laundromats, multi-housing lai@sdand on-premise laundries. Under the well-knbvamd
names of Speed Queen®, UniMac®, Huebsch®, IPSO®,Gissell® we produce a full line of commercial
washing machines and dryers with load capacite® fi2 to 200 pounds. We have been a leader in titedJ
States and Canada stand-alone commercial laundmpregnt industry for more than ten years. With the
addition of our foreign operations and our abitibyoffer a wide range of brands and products thinoug the
world, we believe that we are a leader in the dlstand-alone commercial laundry equipment industry

Stand-alone commercial laundry equipment industiyenues are primarily driven by population growth
and the replacement cycle of laundry equipment.hVéitonomic conditions having limited effect on the
frequency of use and, therefore, the useful liféaohdry equipment, industry revenues have hisatlyideen
relatively stable. A majority of our revenues aengrated by recurring sales of replacement equipaugah
service parts.

During the quarter ended September 30, 2011, ausiny, as many other industries both in the United
States and abroad, have seen macroeconomic carsditmprove slightly compared to recent historicaliqds.
While raw material prices have begun to increaapijtal markets have stabilized and our customensticue
to have access to financing. However, global mamoeemic conditions remain fragile. We expect these
conditions to continue in the near term.

RESULTS OF OPERATIONS
Quarter Ended September 30, 2011 as Compared to Quarter Ended September 30, 2010

The following table sets forth our consolidated re@enues for the periods indicated:

Three Months Ended
September 3C September 30

2011 2010 Change
(in millions)
Net revenues:
United States and Canada............. $ 808 $ 71.5 12.9%
Europe... .o 13.7 12.3 10.8%
Latin America.........ocoovvveiiiininnnn. 4.4 3.8 16.5%
ASI...iii 10.5 10.1 4.8%
Middle East & Africa..................... 4.7 5.9 (20.8%)
$ 1141 % 103.6 10.1%

Net revenued\et revenues for the quarter ended September 34, id@reased $10.5 million, or 10.1%, to
$114.1 million from $103.6 million for the quartended September 30, 2010. The net revenues incofase
$10.5 million was attributable to increases in €ditStates and Canada revenues of $9.3 million, pfeuro
revenues of $1.4 million, Latin America revenues$6f6 million and Asia revenues of $0.4 million.ddle
East & Africa revenues for the same time periodreigsed $1.2 million. The increase in United Stated
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Canada revenues was driven primarily by increasednue to consumer laundry and laundromat custo@mers
well as $0.8 million of higher earnings from ouugament financing program. The increase in Eurg»enues
was primarily the result of favorable currency cersion rates, as well as higher sales to both EaEigrope
and Western Europe, most significantly in Germang &pain. The increase in Latin America revenues wa
most significant to Mexico, Chile and Brazil. Theciease in Asia revenues was most significant tstralia
and Taiwan, but was partially offset by lower sa@<hina. The decrease in Middle East & Africaemwes
primarily reflects lower sales to the United AralmiEates. The higher total Company equipment andspar
revenues for the quarter include a sales volumesates mix increase of $6.3 million, and price éases of
$2.4 million.

Three Months Ended
September 30, September 30,

2011 2010 Change
(in millions)
Gross profit:
United States and Canada............... $ 194 % 23.3 (16.5%)
EUMOpe....o e, 4.0 3.4 17.1%
Latin America.........ccooveveiiinevennnn. 15 1.3 15.1%
ASIAL.. it e 3.3 2.8 19.2%
Middle East &Africa................c....... 1.2 1.6 (30.6%)
$ 204 3 32.4 (9.4%)

Gross profit.Gross profit for the quarter ended September 3Q1 2fecreased $3.0 million, or 9.4%, to
$29.4 million from $32.4 million for the quarterded September 30, 2010. Total gross profit forgharter
ended September 30, 2011 includes approximate® Sflion of higher raw material and distributionsts
and $0.2 million of higher warranty related costhjch were partially offset by $1.8 million of ireased gross
profit due to an increase in sales volume and sal&s approximately $2.4 million of price increas&®.8
million of higher earnings from our equipment ficarg program and $0.6 million of lower labor rethte
expenses as compared to the three months endeen&egt30, 2010. Included in the $8.2 million oftieg
raw material and distribution costs were $3.0 wiilliof non-cash mark-to-market losses related toncodity
and foreign exchange hedge agreements, recogmzie iquarter ended September 30. 2011, as comfmred
$3.0 million of non-cash mark-to-market gains foe tquarter ended September 30, 2010. United Saatbs
Canada gross profit decreased primarily as a resuitigher raw material and distribution costs, ethivere
partially offset by price increases, an increaseales volume and sales mix and increased earfriogsthe
equipment financing program. Europe gross profdreased primarily as a result of lower materiadl an
distribution costs and favorable currency conversetes. Latin America gross profit increased prilyas a
result of price increases and an increase in salesne and sales mix. Asia gross profit incregs@aharily as
a result of price increases, which were partiaffgei by higher raw material and distribution cosfisddle East
& Africa gross profit decreased as a result of erel@se in sales volume, which was partially oftsefprice
increases. Gross profit as a percentage of nehvegedecreased to 25.7% for the quarter endedrSepts0,
2011 from 31.3% for the quarter ended Septembe2@D0).

Selling, general and administrative expenSelling, general and administrative expense forgbarter
ended September 30, 2011 increased $2.8 millioh9d%6, to $17.3 million from $14.5 million for thyparter
ended September 30, 2010. The increase in selliegeral and administrative expense was driven b $1
million of increased non-cash incentive compensagapense, $0.6 million of higher sales and manketi
expenses, $0.4 million of increased engineeringdipg and $0.3 million of higher administrative tson
Belgium. Selling, general and administrative exgeas a percentage of net revenues was 15.2% foutréer
ended September 30, 2011 and 14.0% for the queartesd September 30, 2010.
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Other costsOther costs for the quarter ended September 30, @@re $0.5 million, with no comparable
costs for the quarter ended September 30, 201@r@udsts of $0.5 million consist of estimated samee and
building closure costs related to the closure & MNazareth, Belgium manufacturing facility, whiclrasv
completed in the current quarter. Other costs psreentage of net revenues was 0.4% for the quanibed
September 30, 2011.

Operating incomeAs a result of the foregoing, operating incometfa quarter ended September 30, 2011
decreased $6.2 million to $11.7 million as compace#i17.9 million for the quarter ended Septemlier2®10.
Operating income as a percentage of net revenuesased to 10.2% for the quarter ended Septemb&03Q
as compared to 17.3% for the quarter ended Septe3be010.

Interest expensdnterest expense for the quarter ended SeptemheR® increased $1.2 million, or
20.4%, to $6.9 million from $5.7 million for the ader ended September 30, 2010. The increase eresit
expense was primarily attributable to a net unfakiter non-cash impact of $0.7 million to reflectustiments in
the fair value of interest rate swap agreementwtancrease of $0.3 million related to the newi@e@redit
Facility as compared to the prior credit facilitydaincreased revolver related interest of $0.2iomll Interest
expense as a percentage of net revenues was 6rltefquarter ended September 30, 2011 and 5.5%hdor
guarter ended September 30, 2010.

Loss from early extinguishment of debhere was néoss from early extinguishment of debt for the ¢erar
ended September 30, 2011 as compared to a logsohllion for the quarter ended September 30020he
loss from early extinguishment of debt in 2010 unleld $4.5 million of cash costs and expenses tetatéhe
repurchase of senior subordinated notes, $3.0amitielated to the write-off of unamortized debtiesce costs
and $0.2 million related to the write-off of themaining senior subordinated notes unamortized distcd he
loss from early extinguishment of debt as a pesgmtof net revenues was 7.4% for the quarter ended
September 30, 2010.

Provision for income taxe3he provision for income taxes for the quarter eén8eptember 30, 2011 was
$1.4 million as compared to $2.1 million for theager ended September 30, 2010. The income taxwate
28.9% for the quarter ended September 30, 201 bmpared to 45.5% for the quarter ended Septembher 30
2010. The decrease in the income tax rate is duwe reduction of foreign earnings currently taxabiel a
change in the state tax rate.

Net incomeAs a result of the foregoing, our net income fa tfuarter ended September 30, 2011 increased
$0.9 million, or 37.4%, to $3.4 million from $2.5lhon for the quarter ended September 30, 2010.iNsme
as a percentage of net revenues for the quartedeBdptember 30, 2011 was 3.0% as compared to f2r4%
the quarter ended September 30, 2010.

Nine Months Ended September 30, 2011 as Compared to Nine Months Ended September 30, 2010

The following table sets forth our consolidated re@enues for the periods indicated:

Nine Months Ended
September 30, September 30,

2011 2010 Change
(in millions)
Net revenues:
United States and Canada............... $ 2348 % 215.7 8.8%
Europe.......oo i 44.7 40.1 11.4%
Latin America.......coocevvee i iiinenen. 11.2 10.7 4.8%
ASIA. i, 29.3 26.2 11.9%
Middle East &Africa..............c.co.eee. 16.2 16.9 (4.3%)
$ 336.2 $ 309.6 8.6%
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Net revenuesd\et revenues for the nine months ended Septembh&03Q increased $26.6 million, or 8.6%,
to $336.2 million from $309.6 million for the nimmonths ended September 30, 2010. The net revenues
increase of $26.6 million was attributable to irases in United States and Canada revenues of $1iidn,
Europe revenues of $4.6 million, Asia revenues 2flL $million and Latin America revenues of $0.5 oill.
Middle East & Africa revenues for the same timeigubidecreased $0.7 million. The increase in UnBéates
and Canada revenues was due to increased revemaltiehousing laundry, consumer laundry and servic
parts customers, as well as $1.5 million of higkemings from our equipment financing program. ifteease
in Europe revenues was due to higher sales to fBaBi#rope, including Russia, Poland, and Romamd, a
additionally as a result of higher currency conimrgsates. The increase in Asia revenues was nigrsfisant
to Australia, but was partially offset by lower easito China. The increase in Latin America revemaéscts
higher sales to Chile and Brazil. The higher t@ampany equipment and parts revenues for the nom&hma
ended September 30, 2011 include a sales volumesise of $14.8 million, and price increases of §Til6on.
The decrease in Middle East & Africa revenues otfldower sales to the United Arab Emirates anddBau
Arabia.

Nine Months Ended
September 30, September 30,

2011 2010 Change
(in millions)
Gross profit:
United States and Canada............... $ 615 $ 62.6 (1.7%)
ST o] o 13.6 11.9 14.3%
Latin America.......cccoveevviine e, 3.9 3.6 8.3%
ASIA. ..o 9.4 8.2 14.6%
Middle East &Africa........................ 4.3 4.1 3.5%
$ 92.7  $ 90.4 2.6%

Gross profit.Gross profit for the nine months ended SeptembgR@01 increased $2.3 million, or 2.6%, to
$92.7 million from $90.4 million for the nine momstlended September 30, 2010. Total gross profith®mnine
months ended September 30, 2011 includes approadyn®?.6 million of price increases and $3.5 miiliof
gross profits due to an increase in sales volundesates mix, as compared to the nine months enept&®@ber
30, 2010, as well as $1.5 million of higher earsifigm our equipment financing program. These gpoefit
increases were partially offset by approximately4®@illion of higher raw material and distributi@xpenses
and $0.6 million of higher warranty related codteluded in the $9.4 million of higher raw materehd
distribution costs were $3.3 million of non-cashrkatp-market losses related to commodity and fareig
exchange hedge agreements, recognized in the ronéhmmended September 30, 2011, as compared to $0.3
million of non-cash mark-to-market losses for theenmonths ended September 30, 2010. United Samtes
Canada gross profit increased primarily as a resfufirice increases, increases in sales volumerardased
earnings from the equipment financing program, Whiere partially offset by higher material and wiition
costs and higher warranty related costs. Europesgrmfit increased primarily as a result of priereases and
lower material and distribution expenses. Latin Agg gross profit increased as a result of higlediing
prices, which were partially offset by higher makand distribution expenses. Asia gross profaréased
primarily as a result of price increases and higtades volume, which were partially offset by higheaterial
and distribution costs. Middle East & Africa grqeefit increased slightly as a result of price sgases, which
were partially offset by lower volume related sateargins and higher material and distribution co&iss
profit as a percentage of net revenues decreas2d.686o for the nine months ended September 30, #0ihi
29.2% for the nine months ended September 30, 2010.
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Selling, general and administrative experfselling, general and administrative expense fonthe months
ended September 30, 2011 increased $3.4 millio7,.&%, to $47.8 million from $44.4 million for th@ne
months ended September 30, 2010. The increasdlimysgeneral and administrative expense was pilgna
due to $2.6 million of increased sales and marfgetixpenses, $1.0 million of higher engineering esps and
$0.5 million of increased amortization related to enterprise wide software system installed in ¢beond
quarter of 2011. These increases were offset b§ #flllion of lower non-cash incentive compensation
expense. Selling, general and administrative ex@assa percentage of net revenues decreased £ fat.2he
nine months ended September 30, 2011 from 14.3%éonine months ended September 30, 2010.

Other costs.Other costs for the nine months ended September2@D1 were $1.6 million, with no
comparable costs for the nine months ended SepteBhe2010. Other costs of $1.6 million consist of
estimated severance and building closure costteteta the closure of the Nazareth, Belgium martufaoy
facility which was completed in the current quar@®ther costs as a percentage of net revenues &%s fOr
the nine months ended September 30, 2011.

Operating incomeAs a result of the foregoing, operating incometfer nine months ended September 30,
2011 decreased $2.6 million to $43.4 million as pared to $46.0 million for the nine months ended
September 30, 2010. Operating income as a peraepfatet revenues decreased to 12.9% for the norehs
ended September 30, 2011 as compared to 14.9%efarine months ended September 30, 2010.

Interest expensénterest expense for the nine months ended Septe3®h@011 increased $3.9 million, or
23.3%, to $20.7 million from $16.8 million for th@ne months ended September 30, 2010. The incinase
interest expense was attributable to a net unféwenaon-cash impact of $1.6 million to reflect adjuents in
the fair value of interest rate swap agreementwgtancrease of $1.2 million related to the newi@e@redit
Facility as compared to the prior credit facilitpcreased revolver related interest of $0.6 millaord higher
non-cash debt issuance costs of $0.5 million. ésteexpense as a percentage of net revenues Wasd@.the
nine months ended September 30, 2011 and 5.4%édarihe months ended September 30, 2010.

Loss from early extinguishment of deBthere was ndoss from early extinguishment of debt for the nine
months ended September 30, 2011 as compared 83 @f&7.7 million for the nine months ended Sepem
30, 2010. The loss from early extinguishment oftdet2010 included $4.5 million of cash costs argenses
related to the repurchase of senior subordinatéesn83.0 million related to the write-off of unartived debt
issuance costs and $0.2 million related to theewsft of the remaining senior subordinated notesnuortized
discount. The loss from early extinguishment oftdeb a percentage of net revenues was 2.5% fonitiee
months ended September 30, 2010.

Provision for income taxe3.he provision for income taxes for the nine morghded September 30, 2011
was $8.7 million as compared to $7.9 million foe thine months ended September 30, 2010. The intaxne
rate was 38.5% for the nine months ended SepteBih@011 as compared to 36.8% for the nine momtea:
September 30, 2010. The primary reason for theeas® in effective tax rate is the Company no longer
gualifies for the energy tax credit partly offbgta reduction of foreign earnings currently tarabl

Net incomeAs a result of the foregoing, our net income fog tiine months ended September 30, 2011
increased $0.3 million, or 2.4%, to $13.9 millianrh $13.6 million for the nine months ended Septendd,
2010. Net income as a percentage of net revenudbdanine months ended September 30, 2011 was ds1%
compared to 4.4% for the nine months ended Septedih010.

LIQUIDITY AND CAPITAL RESOURCES

On September 30, 2010, we refinanced our theniegidebt with a new Senior Credit Facility (the Haw
Credit Facility”) that replaced a previous crediregement. The Senior Credit Facility provides fdiva-year
$60.0 million revolving credit facility (the “Revaing Credit Facility”) and a six-year $285.0 milliczerm loan
facility (the “Senior Term Loan”). On September 3W11, the Revolving Credit Facility was undrawmeT
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Senior Term Loan amortizes at 1% per annum, regmmi@imum quarterly payments and the balance isatlue
maturity. Any unused portion of the Revolving CteBacility is subject to a commitment fee of 0.7p&
annum, subject to step downs based on certaindialamatios.

Our principal sources of liquidity are cash flonengrated from operations and potential borrowinggeu
our $60.0 million Revolving Credit Facility. Our ipcipal uses of liquidity are to meet debt service
requirements, finance our capital expenditures@odide working capital. We expect that capital éxgitures
in 2011 will not exceed $11 million. We have imeb®7.5 million in capital expenditures for theaimonths
ended September 30, 2011. The aggregate schedatditras of long-term debt in subsequent yearefas
September 30, 2011 are as follows:

Long- Asset

Term Backed
Year Debt Facility Total
2011 $ - $ 78,420 $ 78,420
2012 648 37,847 38,495
2013 2,592 36,590 39,182
2014 2,592 33,140 35,732
2015 2,592 28,290 30,882
Thereafter 245,576 47,094 292,670
Totals $ 254,00( $261,38: $515,38:
Less: Unamortized discount on long-term « (2,435 - (2,435
Long-term debt and capital lease obligations $251,56! $261,38: $512,94t

The Senior Credit Facility contains a number of@mants that, among other things, restricts ourtglbd
dispose of assets, repay other indebtedness, livasgt make capital expenditures, make certainstments or
acquisitions, engage in mergers or consolidatioth @merwise restrict our operating activities. kddéion,
under the Senior Credit Facility, the Company gureed to satisfy specified financial ratios anst$eincluding
a maximum of Total Debt to Adjusted EBITDA (as aefd in the credit agreement governing the SeniediCr
Facility) and a Minimum Interest Coverage ratioeTdtcurrence of any default of these covenantdomslult
in the acceleration of our obligations under thei&eCredit Facility ($254.0 million at Septembed, 2011)
and foreclosure on the collateral securing suclgatns.

At September 30, 2011, there were no borrowingstantling under our Revolving Credit Facility and
letters of credit issued on our behalf under thedRéng Credit Facility totaled $36.0 million, ofhich $34.3
million relate to the Asset Backed Facility. We 4.0 million of our existing $60.0 million Revahg Credit
Facility available that we could have borrowed aeptember 30, 2011, subject to certain limitationdar the
Senior Credit Facility.

The Senior Credit Facility is also subject to mdoda prepayment with the proceeds of certain debt
incurrence, asset sales and a portion of Excesh Elasv (as defined in the Senior Credit Facilitfhe
Revolving Credit Facility will terminate on Septeen80, 2015.

Our ability to make scheduled payments of princigralo refinance our indebtedness, or to pay therest
or liquidated damages on our indebtedness, if hagebn, or to fund planned capital expendituredpaneet
our debt covenants, will depend upon our futurdgoerance, which, in turn, is subject to generalnecoic,
financial, competitive and other factors that aegdnd our control. Global macroeconomic conditicgr®ain
unstable. Given the continuing uncertainty regaydire economies of Europe and other markets iniwvie
operate and projected federal deficits in the drsl Europe, macroeconomic conditions could detsean the
near term or over the longer term. We continue tmitor our business plan for cost control meastines
could improve profitability. We also have the atilto defer non-critical capital expenditures. Werently
expect to meet our obligations under our debt agests including compliance with established finahci
covenants. However, if the economic environmentsvinch we operate were to deteriorate significantly
beyond current expectations, it could have a maltadverse effect on our ability to remain in coiapte with

28



our covenants which would result in a material aseesffect on our liquidity and results of operasioAny
amendment to or waiver of the covenants would yikaelolve substantial upfront fees, significantliger
annual interest costs and other terms significdety favorable to us than those contained in otrent credit
facilities.

As discussed in greater detail in Note 4 — AssetkBd Facility, effective as of June 17, 2011 the
termination date of the Revolving Period of the &493acked Facility was extended through June 16320

EBITDA and Adjusted EBITDA

One of our two principal sources of liquidity istpotial borrowings under the $60.0 million Revolyin
Credit Facility, which is governed by our Seniore@it Facility. We have presented EBITDA and Adjdste
EBITDA below because certain covenants, which afee ability to borrow within our Senior Credit ¢ikty,
are tied to ratios based on these measures. “EBTTBgresents net income before interest expensema tax
provision and depreciation and amortization (inclgdnon-cash interest expense). “Adjusted EBITDA3 (
defined under the Senior Credit Facility) is EBITRA further adjusted to exclude, among other thioggain
non-recurring expenses and other non-recurringaasi-charges which are further defined in our Sedwedit
Facility. As of September 30, 2011, the Senior @rEdcility requires us to satisfy a maximum Coiated
Total Debt (as defined under the Senior Credit IFgcito Adjusted EBITDA ratio of 4.50 to 1.00 aral
minimum Adjusted EBITDA to Consolidated Cash Ingtr&xpense ratio (as defined in the Senior Credit
Facility) of 2.75 to 1.00. As of September 30, 20&@dr Consolidated Total Debt to Adjusted EBITDAioa
was 3.04 to 1.00 and our Adjusted EBITDA to Corgatied Cash Interest Expense ratio was 4.51 to T@O0.
the extent that we fail to maintain either of thesos within the limits set forth in the Seniore@it Facility,
our ability to access amounts available under oewoRing Credit Facility would be limited, our liglity
would be adversely affected and our obligationsennile Senior Credit Facility could be accelerated.

EBITDA and Adjusted EBITDA do not represent, ancdwd not be considered, an alternative to net
income or cash flow from operations, as determibgdGAAP, and our calculations thereof may not be
comparable to similarly titled measures reporteatiner companies.

We have presented, in the tables below, a calownlaif Consolidated Total Debt and Consolidated Cash
Interest Expense, in each case, as defined indh®iISCredit Facility. The calculation of Adjuste@ITDA (as
defined in the Senior Credit Facility) set forthtime tables below uses as its starting point EBITDIAch
represents net income before interest expensemimctax provision and depreciation and amortization
(including non-cash interest income). The calcalaiset forth below for Adjusted EBITDA and Condated
Cash Interest Expense are, in each case, for tindisoal quarters ended September 30, 2011.

The following table presents a calculation of tren€blidated Total Debt to Adjusted EBITDA ratio ahe
Adjusted EBITDA to Consolidated Cash Interest Exgeeratio (in thousands):
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(@)

(b)

(€)

(d)

Quarter Quarter Quarter Quarter

Endec Endec Endec Endec
December 31, March 31, June 30, Septenber 30,
2010 2011 2011 2011 Total
EBITDA... R e $ 22601 $ 17,772 $ 2159 $ 15578 % 77,546
Secmtlzatlon |nterest permtted recelvablemilmg( ) (291 (290) (282 (199) (1,062
Other nonrecurring charges (). .. PP 32 1,113 - 452 1,597
Other Non-cash Charges (C). ...« vvvvoeeeereeeemneeeenre e veeeee (582) 402 196 4,491 4,507
Adjusted EBITDA........co.uvieiieiieiies e B 21,76( $ 18,99 $ 21,50¢ $ 20,32 $ 82,58
Septerber 30,
2011
LY o) g T = 1 = oY/ POV PP RSP PPISPPE- -
Senior Term Loan.. 254,000
OtherlongtermdebtandcapltalIeaseobllgatlons -
Unrestnctedcashheldbyforelgnsub5|d|anes(d) (3,000)
Consolidated Total Debt. .. O T VPP OPP P TRPPPVPPRI: 2 o B0 ¢ |
Consolidated Total Debt to AJJUStE EBITDATHO. . ... .ccuuetvetie et et et et ettt e et et ee et et e e et et e e e et ee e s s ae s ee s e e aa et ee e e eee e 3.04
Quarter Quarter Quarter Quarter
Ended Ended Ended Ended
December 31, March 31, June 30, Septenber 30,
2010 2011 2011 2011 Total
Interest expense... SR 5,223 $ 5986 $ 7831 $ 6,905 $ 25,945
Non-cash interest expense (ncorm) . 36 (953) 2,743 (1,929) (5,589)
Interest on letters of credit and permltted redmafmncmg (543) (5112) (510) (516) (2,080)
Interest income.. . 2 7 19 18 46
Consolidated Cash Interest Expense s $ 4,71¢ $ 4,52¢ $ 459; $ 4,47¢ $ 183
Adjusted EBITDA to Consolidated Cash INtErESt EFPEBLIO. . ... ... ... cevwen et eetir e eeee e et vttt e e et tn et er e ees et se et e an s ee e et e ee e 451

Securitization Interest — permitted receivalfleancing represents interest expense on tradsiviedues
sold to ALERT 2009A. This activity was consolidatedour financial statements on January 1, 2010 in
conjunction with the adoption of new accountingdguice. Beginning with the first quarter of 2010s th
expense, which is charged to the interest expensedf our Condensed Consolidated Statements of
Income, is deducted in calculating Adjusted EBITDA.

Other non-recurring charges is comprised of $dillion of estimated severance and building ctestosts
related to the closure of the Nazareth, Belgiumufecturing facility, which is included in the Otheosts
line of our Condensed Consolidated Statementsaoinire.

Other non-cash charges are comprised of $2lBomiof non-cash mark-to-market expense relatiog t

commodity and foreign exchange hedge agreementshwé included in the cost of sales line of our
Condensed Consolidated Statements of Income, ar@l illion of accrued management incentive

compensation expense, which is included in thengglgeneral and administrative expense line of our
Condensed Consolidated Statements of Income.

As defined in the Senior Credit Facility, Coldated Total Debt is the aggregate principal antairall
funded debt for the relevant period minus the lesE83.0 million or the aggregate amount of urmieted
cash and cash equivalents held by the foreign dialss.
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Asset Backed Facility and Aggregate Contractualigzttions

On June 26, 2009, Alliance Laundry, through a speqmirpose bankruptcy remote subsidiary, Alliance
Laundry Equipment Receivables 2009 LLC (“ALER 2009and a trust, Alliance Laundry Equipment
Receivables Trust 2009-A (“ALERT 2009A”), enteredioi a $330.0 million asset backed securitizatiordfng
facility (the “Asset Backed Facility”) backed bywegment loans and trade receivables originated ligre
Laundry. Alliance Laundry will sell or contributaulsstantially all of the trade receivables and ¢ertd the
equipment loans that we originate to ALER 2009 Wwhia turn, will transfer them to the trust. ALERZDO9A
will finance the acquisition of the trade receivexbland equipment loans through borrowings undeablar
funding notes (the “Notes”) issued to the lenderdar the Asset Backed Facility. Effective June2(11, the
administrative agent and noteholders under the tABaeked Facility extended the termination datethuf
Revolving Period through June 16, 2013, amongrdttiegs, based on a request by ALERT 2009A.

Cash Flows

Cash provided by operating activities for the ninenths ended September 30, 2011 of $45.6 milliosa wa
driven by cash generated by operations of $40.Homi(net income adjusted for depreciation, amattan and
other non-cash adjustments) and changes in wokapiial requirements of $5.2 million. Cash flow didey
inventory of $2.5 million is due to seasonal inwegtincreases. Cash flows provided by accounts lgaya
increased $3.0 million primarily as a result of teing of purchases related to production. Thiecash flows
used by accounts and notes receivable - restrfotedecuritization investors of $5.4 million is arily the
result of timing of assets sold to ALER 20089.

Capital Expenditures

Our capital expenditures for the nine months enBleptember 30, 2011 and 2010 were $7.5 million and
$6.4 million, respectively. Capital spending in tfiest nine months of 2011 was principally attrigbke to
product redesign, manufacturing equipment replacesnand cost improvement projects. Capital spending
the first nine months of 2010 was principally dttiiable to the implementation of an enterprise vao@puter
software system, manufacturing equipment replacésraard cost improvement projects.

Defined Benefit Plan

The funded status of our pension plan is dependggorh many factors, including returns on investesetss
and the level of market interest rates. Duringfttet nine months of 2011, the Company has conteith$3.1
million to its defined benefit pension plan andiaipates additional contributions totaling $0.8 lioih during
the remainder of 2011.

Critical Accounting Policies
The Company’s critical accounting policies are dssed in the Management’s Discussion and Analysis
section of the Annual Report for the Year Endedddager 31, 2010.

Recently Issued Accounting Standards

In January 2010, the FASB issued new accountinglague that amends previously issued guidance
regarding fair value measures and disclosuresnéleguidance requires disclosure of transfersantb out of
Level 1 and Level 2 fair value measurements, asd aquires more detailed disclosure about thevipcti
within Level 3 fair value measurements. We adopiedaccounting guidance related to fair value dsales in
January 2010, except for the requirements relatddevel 3 disclosures, which was effective for, adpted
by, us in January 2011. This guidance did not reaweaterial impact on the Company’s consolidatddrize
sheet and income statement.

In July 2010, the FASB issued new accounting guidahat amends previously issued guidance regarding
receivable assets. The new guidance requires dig@s related to financing receivables and thevalhee for
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credit losses by portfolio segment. The new guidaalso requires disclosures of information regaydime
credit quality, aging, nonaccrual status and impaits by class of receivable. A portfolio segmerthe level
at which a creditor develops a systematic methafofor determining its credit allowance. A receileablass
is a subdivision of a portfolio segment with similaeasurement attributes, risk characteristics @mmon
methods to monitor and assess credit risk. Tradeuwsts receivable with maturities of one year @slare
excluded from the disclosure requirements. We aabfitis new guidance on January 1, 2011. The distg
required by this new guidance are included in NioteSecuritization Activities to the financial gatents.

In April 2011, the FASB issued ASU No. 2011-02, fe@itor’'s Determination of Whether a Restructuring
Is a Troubled Debt Restructuring, which amends A30, Receivables. This ASU states that a troubddut d
restructuring occurs when a creditor grants a cssioa it would not otherwise consider to a deblat s
experiencing financial difficulties. The guidanckardies what would be considered a concession Hgy t
creditor and financial difficulties of the debt@ertain disclosures are required for transactibas qualify as
troubled debt restructurings. The effective datenmgflementation for the Company will be the fouginarter of
2011. The adoption is not expected to have a nahteffect on the Company’s consolidated financial
statements.

In May 2011, the FASB issued ASU No. 2011-04, R&aitue Measurement (Topic 820), “Amendments to
Achieve Common Fair Value Measurements and Discofequirements in U.S. GAAP and IFRS” (*ASU
No. 2011-04"). ASU No. 2011-04 amends the wordirgedi to describe many of the requirements for
measuring fair value to achieve the objective ofettgping common fair value measurement and discébosu
requirements, as well as improving consistency anderstandability. Some of the requirements clattiiy
FASB'’s intent about the application of existingrfaalue measurement requirements while other amentim
change a particular principle or requirement forasuing fair value or for disclosing informationoaib fair
value measurements. ASU No. 2011-04 is effectivecldendar years beginning after December 15, 2011.
Early adoption is prohibited. The Company is cutlyeavaluating the potential impact of ASU No. 2604 on
the financial statements and related disclosuresgides not anticipate a material impact.

In June 2011, the FASB issued Accounting Standdmitate No. 2011-05, Comprehensive Income (Topic
220): Presentation of Comprehensive Income (ASU1ZTH). The amendments in ASU 2011-05 require
entities to present the total of comprehensive nmieothe components of net income, and the compsrant
other comprehensive income either in a single oootis statement of comprehensive income or in two
separate but consecutive statements. Additionléyamendments in ASU 2011-05 require an entifyrésent
on the face of the financial statements reclasgibo adjustments for items that are reclassifiednf other
comprehensive income to net income in the statgslemthere the components of net income and the
components of other comprehensive income are prexbeASU 2011-05 is effective for interim and annua
periods beginning after December 15, 2011. The @Gmypdoes not expect material financial statement
implications relating to the adoption of this ASU.

In September 2011, the FASB issued Accounting Statsd Update 2011-08, “Testing Goodwill for
Impairment” (“ASU 2011-08”") to simplify how both plic and non-public entities test goodwill for
impairment. The amended guidance gives entitiesofbieon to qualitatively assess whether the tw-ste
goodwill impairment test under Accounting Standa@aslification Topic 350-20, “Intangibles — Goodwalhd
Other — Goodwill” ("ASC 350-20") must be performddnder ASU 2011-08, entities can assess whethsr it
more likely than not that the fair value of a rdpay unit is less than its carrying amount. If &a8 elect to
perform the qualitative assessment and determiaietiie fair value of goodwill is, more likely thamot, less
than the carrying amount of goodwill, then Stepf the goodwill impairment test under ASC 350-20 de&
be performed; otherwise no further evaluation iguned. If entities choose not to perform the dadie
assessment then entities would also perform Stfptie goodwill impairment test under ASC 350-20e%e
provisions are effective for fiscal years beginnafitger December 15, 2011 and for interim period$hiwithose
fiscal years, although early adoption is permitt€tde provisions of ASU 2011-08, when adopted, at n
expected to have a material impact on the Compamyisolidated financial statements.
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QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

We are exposed to market risk associated with aeaing interest rates, foreign currency exchange rat
fluctuations and certain commodity prices. To redtleese risks, we selectively use financial insemts and
other proactive management techniques. We do net fumncial instruments for trading purposes or
speculation. There have been no material changesrimarket risk exposures as compared to thosesisd
in our Annual Report for the Year ended Decembe2B10, except as noted below.

From time to time we may enter into derivative fingl instruments to hedge our interest rate exgssu
exchange rate fluctuations between United Statbard@nd foreign currencies and certain commagiiiges.

Effective October 31, 2010, we entered into a $1 hdllion interest rate swap agreement with ThelBaih
Nova Scotia to hedge a portion of our interest rele related to our term loan borrowings under Sanior
Term Loan. Under the swap, which matures on Oct8beP013, we pay a fixed rate of 0.858%, and xecer
pay quarterly interest payments based upon threethmblBOR. The fair value of this interest rate gwa
agreement, which represents the amount that thep@oyrnwould pay upon a settlement of this instrumenas
$0.7 million at September 30, 2011.

Effective October 31, 2010, we entered into a $40il0on interest rate swap agreement with The Bahk
Nova Scotia to hedge a portion of its interest redle related to its term loan borrowings under Samior Term
Loan. Under the swap, which matures on October2812, the Company pays a fixed rate of 0.652%, and
receives or pays quarterly interest payments baped the three month LIBOR rate. The fair valuetlo$
interest rate swap agreement, which representartfmint that the Company would pay upon a settleroent
this instrument, was $0.1 million at SeptemberZ1,1.

We entered into foreign exchange hedge contradts Rrivate Bank & Trust Company to hedge a portion
of our foreign exchange risk related to the pureBaby Alliance Laundry Systems LLC from European
vendors. Under the foreign exchange hedges, weveet&0.1 and $0.3 million during the three andenin
month periods ended September 30, 2011. The fhuevaf these foreign exchange hedge contracts,hwhic
represents the amount that we would pay upon et of these instruments, was a $0.3 milliohiliy at
September 30, 2011. The notional amount of theidoreexchange hedge contracts outstanding as of
September 30, 2011 totaled $9.8 million Euros.

We enter into commodity hedge contracts with BahlAmerica, N.A. to hedge a portion of our nickel
commodity risk related to stainless steel purchasescopper commodity risk related to wiring anghahum
related to motor assemblies. Under the commoditiges, we received $0.2 and $0.8 million duringttiree
and nine month periods ended September 30, 20Kl falihvalue of these commodity hedge contractschvh
represents the amount that we would pay upon et of these instruments, was a $2.3 milliohiliy at
September 30, 2011. The notional amount of theehiatopper and aluminum commodity hedge contracts
outstanding as of September 30, 2011 totaled 16&ianwns, 387 metric tons and 1,034 metric tons,
respectively.

We are exposed to market risk associated with adverovements in interest rates. Specifically, we ar
primarily exposed to changes in earnings and mlagsh flows on our variable interest rate debigakibns
outstanding under the Senior Credit Facility, ahdnges in our retained interests related to tradeumts
receivable and equipment loans sold to our spgcigtose securitization entity.

An interest rate cap is in place as part of theeA&acked Facility to limit our exposure to intdreste
increases which may adversely affect the overatfopmance of our equipment financing activities.eTh
interest rate cap limits our exposure to fluctuaian interest rates to 6.27% for fixed rate lodrtse notional
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amount of the cap, which was $54.0 million at Seyiiter 30, 2011, varies based on the originationspandffs
of our fixed-rate loan portfolio. The fair value thfe interest rate cap contract, which represémt@amount that
we would receive upon a settlement of this instmime&as $0.3 million at September 30, 2011.

CAUTIONARY STATEMENTS FOR FORWARD-LOOKING INFORMATDN

With the exception of the reported actual resuhs,information presented herein contains preafisti
estimates or other forward-looking statements withe meaning of Section 27A of the Securities #&ct933,
as amended, and Section 21E of the Securities fAtd®4, as amended, including items specificalgcdssed
in Note 15 to the Financial Statements — Commitsiemid Contingencies section of this document. Such
forward-looking statements involve known and unknawgks, uncertainties and other factors that nmeayse
actual results, performance or achievements obaginess to differ materially from those expresseinplied
by such forward-looking statements. Although weadwa that our plans, intentions and expectatiofisated
in such forward-looking statements are based osoreble assumptions, we can give no assuranceubht
plans, intentions, expectations, objectives or g@dall be achieved. Important factors that coulds=actual
results to differ materially from those included forward-looking statements include: the ability dorrow
funds under the Senior Credit Facility (as defifegtein); the ability to successfully implement aierg
strategies and trends affecting the business,dityjifinancial condition and results of operatioof the
Company; the impact of competition; continued sébekey customers; possible fluctuations in the cbsaw
materials and components; possible fluctuatiorimency exchange rates, which affect the competigss of
our products abroad; possible fluctuation in inderates, which affects our earnings and cash fltwesimpact
of substantial leverage and debt service on ussilplesloss of suppliers; risks related to our aswetked
securitization facility; dependence on key perséiiabor relations; potential liability for enviromental, health
and safety matters; potential future legal proacagsliiand litigation as well as those set forth @mitlA of our
Annual Report for the Year ended December 31, 20d@er “Risk Factors.” All statements other than
statements of historical facts included in this @erdy Report, including, without limitation, théasements
under “Management’s Discussion and Analysis of ko Condition and Results of Operations” and teda
elsewhere herein regarding industry prospectsCii@pany’s strategy and the Company’s financial tposi
are forward-looking statements. In some cases,capuidentify forward-looking statements by wordstsas
“anticipate,” “believe,” “could,” “estimate,” “exps,” “intend,” “may,” “plan,” “predict,” “potential” “should,”
“will,” and “would,” or the negatives thereof, vations thereof or other similar words. Readerscargioned
not to place undue reliance on these forward-logpkiiatements, which speak only as of the date hiexrd we
undertake no obligation to update or revise puplasly forward-looking statements whether as a tefutew
information, future events or otherwise.
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