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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-Q

(Mark One)
X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934
For the quarterly period ended September 30, 2010
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934
For the transition period from to

Commission file number: 001-34728

DOUGLAS DYNAMICS, INC.

(Exact name of registrant as specified in its @vaurt

Delaware 134275891
(State or other jurisdiction « (I.R.S. Employe!
incorporation or organizatiot Identification No.)

7777 North 73rd Street
Milwaukee, Wisconsin 53223
(Address of principal executive offices) (Zip code)

(414) 354-2310
(Registrant’s telephone number, including area fode

Indicate by check mark whether the registranth@s filed all reports required to be filed by Sewti3 or 15(d) of the Securities Exchange Act @4l8uring the preceding
12 months (or for such shorter period that thestegit was required to file such reports), anché® been subject to such filing requirements fergast 90 days. Yéxl No O

Indicate by check mark whether the registrant hisstted electronically and posted on its corpok&&b site, if any, every Interactive Data File riegd to be submitted ar
posted pursuant to Rule 405 of Regulation S-T (8435 of this chapter) during the preceding 12 msigor for such shorter period that the registreent required to submit and
post such files). YeEl No O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, a-accelerated filer, or a smaller reporting compa&se the definitions of
“large accelerated filer,” “accelerated filer” atginaller reporting company” in Rule 12b-2 of thecBange Act. (Check one):

Large accelerated file£ Accelerated file£

Non-accelerated fileX] Smaller reporting compar£
(Do not check if a smaller reporting compa

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exgje Act). Yes £ N&I

Number of shares of registrant’'s common sharesandgg as of November 8, 2010 was 21,405,426
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PART |. FINANCIAL INFORMATION
Iltem 1. Financial Statements

Douglas Dynamics, Inc.
Consolidated Balance Sheets
(In thousands except share data)

September 30, December 31,
2010 2009
(unaudited) (audited)
Assets
Current asset:
Cash and cash equivale $ 8,721 $ 69,07
Accounts receivable, n 82,391 32,17:
Inventories 24,47 26,69
Deferred income taxe 3,72¢ 3,72¢
Prepaid income taxe 6,59¢ -
Prepaid management ferelated party - 417
Prepaid and other current ass 1,33¢€ 1,44¢
Total current assets 127,25 133,53¢
Property, plant, and equipment, | 22,18 26,66!
Assets held for sal 1,85¢ --
Goodwill 107,22: 107,22:
Other intangible assets, r 128,32¢ 132,95(
Deferred financing costs, n 1,084 3,311
Other lon¢-term asset 941 941
Total assets $ 388,86t $ 404,61¢
Liabilities, redeemable stock and stockholder equity
Current liabilities:
Accounts payabl $ 6,54t $ 5,17(
Accrued expenses and other current liabili 12,097 12,59¢
Accrued interes 30 5,361
Income taxes payab - 1,20z
Shor-term borrowings 37,00( --
Current portion of lon-term debt 1,25( 85C
Total current liabilities 56,92: 25,18
Retiree health benefit obligatic 7,801 7,84¢
Pension obligatiol 8,92¢ 8,957
Deferred income taxe 22,361 18,91
Deferred compensatic 1,66¢ 1,482
Long-term debt, less current porti 120,57 231,81¢
Other lon¢-term liabilities 2,11 2,19¢

Redeemable preferred stc- Series A, par value $0.01, 65,000 shares auttdrizeshare
outstanding at September 30, 2010 and Decemb&0B89, - -
Redeemable preferred stock - Series B, par valuE $0o shares outstanding at September 30, 2010

and one share outstanding at December 31, - 1
Redeemable preferred stock - Series C, par valld $0o shares outstanding at September 30, .
and one share outstanding at December 31, - 1

Stockholder’ equity:
Common Stock, par value $0.01, 200,000,000 shaiteeazed at September 30, 2010, 23,750,
authorized at December 31, 2009, 21,405,426 artP14736 shares issued and outstanding at

September 30, 2010 and December 31, 2009, respkt 214 144
Additional paicin capital 126,83: 59,97:
Stockholder’ notes receivabl (47¢) (1,019
Retained earning 45,72¢ 53,05t
Accumulated other comprehensive loss, net o (3,800 (3,939

Total stockholders’ equity 168,49¢ 108,22:

Total liabilities, redeemable stock and stockhaddequity $ 388,86t $ 404,61¢




See the accompanying notes to consolidated finbsteitements
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Douglas Dynamics, Inc.
Consolidated Statements of Operations

(In thousands, except share and per share data)

Three Months Ended Nine Months Ended
September 30 September 30 September 30 September 30
2010 2009 2010 2009
(unaudited) (unaudited)
Net sales $ 47,448 $ 50,39¢ $ 128,33t $ 125,20¢
Cost of sales 32,22: 35,24 86,07( 87,52
Gross profit 15,227 15,15¢ 42,26¢ 37,68:
Selling, general, and administrative expe 6,81¢ 4,91¢ 20,521 15,44:
Intangibles amortizatio 1,541 1,541 4,621 4,621
Management fees-related party 57 411 6,37( 1,06¢
Income from operation 6,81( 8,28 10,75( 16,55
Interest expense, n (2,339 (3,802 (9,03¢) (112,756
Loss on extinguishment of de - - (7,967) -
Other expense, n (12 (22) (7) (105)
Income (loss) before taxes 4,46¢ 4,46 (6,2672) 4,692
Income tax expense (bene 2,27¢ 1,72¢ (2,807%) 751
Net income (loss $ 2,18t $ 2,73¢ $ (3,459 $ 3,941
Weighted average number of common shares
outstanding
Basic 21,158,57 14,421,73 17,963,72 14,424,34
Diluted 21,546,76 14,747,04 17,963,72 14,749,65
Earnings (loss) per shai

Basic $ 01C $ 0.1¢ $ 0.19 $ 0.27
Diluted $ 01C $ 0.1¢ $ (0.19 $ 0.27
Cash dividends declared & paid per st $ 0.1t $ 0.0C $ 0.1t $ 0.0C

See the accompanying notes to consolidated finbsteigements.
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Douglas Dynamics, Inc.
Consolidated Statements of Cash Flows

(in thousands)

Operating activities
Net income (loss

Adjustments to reconcile net income (loss) to rehcprovided by (used in) operating activiti

Depreciation and amortizatic
Amortization of deferred financing cos
Loss on extinguishment of de
Stoclk-based compensatic
Provision for losses on accounts receivi
Deferred income taxe
Changes in operating assets and liabilit
Accounts receivabl
Inventories
Prepaid and other assets and prepaid income
Accounts payabl
Accrued expenses and other current liabili
Deferred compensatic
Benefit obligations and other lo-term liabilities
Net cash used in operating activit

Investing activities

Capital expenditure

Proceeds from sale of equipmi
Net cash used in investing activiti

Financing activities

Stock repurchase

Payment of call premium and post payoff interessemior notes redemptic
Collection of stockholde’ notes receivabl
Payments of financing cos

Revolver borrowing:

Proceeds from initial public offering, n
Borrowings on lon-term debt

Dividends paic

Repayment of long-term debt

Net cash provided by (used in) financing activi
Change in cash and cash equivalt

Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of pe

Nine Months Ended

September 30 September 30
2010 2009
(unaudited)

$ (3459 $ 3,941
9,44¢ 8,49¢

741 85¢

7,967 -
3,15¢ 73€

281 11€

3,374 138
(50,44¢) (53,907)
2,22z 1,94¢
(6,069) (24%)
1,37¢ (43)
(7,26¢) (2,742)

187 187

54 63¢
(38,439 (39,88))
(2,419 (4,82))

212 --
(2,207) (4,82))
2 (1,000

(3,87¢) -

53¢ -
(2,605 -
37,00( 10,00(
63,93¢ -
40,00( -
(3,867 -
(150,839 (639
(19,715 8,362
(60,357) (36,347)
69,07 53,55:

$ 8,721 $ 17,21(

See the accompanying notes to consolidated finbsteigements.
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1.

Douglas Dynamics, Inc.

Notes to Unaudited Consolidated Financial Statemest
(in thousands except share and per share data)

Description of business and basis of presentation

Douglas Dynamics, Inc., is the North American ledadehe design, manufacture and sale of snow emddntrol equipment for light
trucks, which is comprised of snowplows and sartisait spreaders, and related parts and accessdtiesCompany’s snow and ice
control products are sold through a network of di@ truck equipment distributors that purchaseadtly from the Company and are
located throughout the snowbelt regions in Northefiga (primarily the Midwest, East and Northeagioas of the United States as well
as all provinces of Canada). The Company sellgraducts under the WESTERN®, FISHER®, and BLIZZARDf@nds. The Company
is headquartered in Milwaukee, WI and as of Sep&3b, 2010 had manufacturing facilities in MilwaekwI, and Rockland, ME. The
Company completed the closure of its Johnson CTi/facility, in the quarter ending September 301@0The Company operates as a
single segment.

All share and per share data reported herein hega tetrospectively restated to reflect the 23of&she stock split of the Company’s
common stock that occurred on May 7, 2010, immedigirior to the consummation of the Company’siahipublic offering (“IPO”).

Initial Public Offering

On May 10, 2010, the Company completed its IPO0p®00,000 shares of common stock at a public ofgeprice of $11.25 per sha
less underwriting discounts. The 10,000,000 shsoksincluded 6,500,000 shares sold by the Compady3,500,000 shares sold by
certain selling stockholders. In addition, on Maly 2010, the selling stockholders in the IPO dase sale of an additional 1,500,000
shares to the underwriters at the public offeririgepof $11.25 per share, less underwriting dist®ysursuant to the underwriteestercise
in full of their overallotment option. The Compargceived $73,125 in gross proceeds from the igguand sale of its common stock in
the IPO and $63,938 in net proceeds after deduatiagrwriting discounts and total expenses relaigte offering. The Company did 1
receive any proceeds from the sale of its stocthbyselling stockholders in the IPO.

Capitalization summary upon closing of IPO:

Common stock issued and outstanding at Decembe0RB, 14,421,73
Issuance and sales of common stock by CompanyghrtiRO 6,500,00!
Issuance of nc-vested common stock in connection with | 208,13(
Shares issued for options exercised in connectitin RO 180,56°
Fractional shares repurchased and retired in ctiomewith IPO )
Common stock issued and outstanding upon closing© 21,310,42

Concurrent with the closing of the IPO, the Compeepurchased its one issued and outstanding sh&eries B preferred stock and
one issued and outstanding share of Series C prdfstock, each at a price of $1,000 per sharése&uent to the repurchase of the
preferred stock, the Company has no preferred siatdtanding.

Summary of Significant Accounting Policies

The Company'’s significant accounting policies aseldsed in its audited consolidated financialestegnts for the year ended
December 31, 2009, included in the Prospectus ddssd6, 2010 and have not changed materially &eptember 30, 2010.

Interim Consolidated Financial Information

The accompanying consolidated balance sheet asppé@ber 30, 2010 and the consolidated statemé&ofsecations for the three and
nine months ended September 30, 2010 and 2009%ahdlows for the nine months ended September@I) 2nd 2009 have been
prepared by the Company and have not been auditetthe opinion of management, all adjustmentssistimg of only normal recurring
adjustments necessary for the fair presentatigheofinancial position, results of operations aadcflows, have been made. Pursuant to
the rules and regulations of the Securities anch&rge Commission certain information and footndgeldsures normally included in
consolidated financial statements prepared in aecwe with U.S. generally accepted accounting jpies have been condensed or
omitted from the accompanying interim consoliddiadncial statements. These consolidated finarst&kements should be read in
conjunction with the audited consolidated finanstatements and notes thereto included in the didased financial statements for the
year ended December 31, 2009.
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Other comprehensive income (loss) includes théngeme (loss) of the Company plus the Company’sstdjents for its defined
benefit retirement plans based on the measurena¢atad of the Company’s year end. Other compréheimcome (loss) was $2,185 and
$(3,322) for the three and nine months ended Sdg@eB0, 2010, respectively. Other comprehensivernre was the same as net income
for the three and nine months ended September0B®, 2espectively.

The Company’s business is seasonal and consequtsnigults of operations and financial conditi@my from quarter-to-quarter. In
addition, because of this seasonality, the Comparggults of operations for any quarter may ndhtiative of results of operations that
may be achieved for a subsequent quarter or thgdat, and may not be similar to results of operat experienced in prior years. The
Company attempts to manage the seasonal impanbuffall on its revenues in part through its presseeasales program. This pre-season
sales program encourages the Company’s distribtdmes-stock their inventory during the second tmidl quarters in anticipation of the
peak fourth quarter retail sales period by offeffiangprable pre-season pricing and payment defarrél the fourth quarter. As a result, the
Company tends to generate its greatest volumeled saring the second and third quarters. By cehtits revenue and operating results
tend to be lowest during the first quarter as manant believes the Company’s end-users prefer itowvl the beginning of a snow
season to purchase new equipment and as the Cotalstyibutors sell off inventory and wait for tipee-season sales incentive period to
re-stock inventory. Fourth quarter sales vary fy@ar-to-year as they are primarily driven by theeletiming and location of snowfall
during the quarter. This is because most of the @2omy's fourth quarter sales and shipments conéig-orders by distributors seeking to
restock inventory to meet immediate customer neadsed by snowfall during the winter months.

Fair value measurements

The Company adopted the guidance originally issnéeASB statement No. 15Fair Value Measurementgodified in Accounting
Standards Codification (“ASC”) 820-1Bair Value Measurements and DisclosujgsASC 820-10") on January 1, 2008. ASC 820-10,
among other things, defines fair value, establishesnsistent framework for measuring fair valuel expands disclosure for each major
asset and liability category measured at fair valueither a recurring basis or nonrecurring basiSC 82010 clarifies that fair value is
exit price, representing the amount that woulddzeived to sell an asset or paid to transfer ditiain an orderly transaction between
market participants. As such, fair value is a retbased measurement that should be determined basessumptions that market
participants would use in pricing an asset or ligbi As a basis for considering such assumptitims pronouncement establishes a three-
tier fair value hierarchy, which prioritizes thepirts used in measuring fair value as follows: @leh) observable inputs such as quoted
prices in active markets; (Level 2) inputs, ottiem the quoted prices in active markets, thabhservable either directly or indirectly; ¢
(Level 3) unobservable inputs in which there igdibr no market data, which require the reporéngty to develop its own assumptions.

Assets and liabilities measured at fair value @sel on the market approach, which is prices amer o¢levant information generated
by market transactions involving identical or comgide assets or liabilities. At September 30, 2840 December 31, 2009, the Comp
did not have any financial instruments accountedafdair value.

Principles of consolidation

The accompanying consolidated financial statemiatade the accounts of Douglas Dynamics, Inc.igdirect wholly-owned
subsidiary, Douglas Dynamics, L.L.C., and its ierdirwholly-owned subsidiaries, Douglas Dynamicsahite Company and Fisher, L.L.C.
(hereinafter collectively referred to as the “Comgd. All intercompany balances and transactioagehbeen eliminated in consolidation.
Use of estimates

The preparation of the financial statements in confty with U.S. generally accepted accounting gipfes requires management to
make estimates and assumptions that affect theteshamounts of assets and liabilities and discsiicontingent assets and liabilities at
the date of the financial statements and the regaimounts of revenues and expenses during thetirgpperiods. Accordingly, actual
results could differ from those estimates.

Reclassifications

Certain reclassifications have been made to pear jinancial statements to conform to the curyearr presentation.

5
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2. Fair Value
The carrying values of the Company’s cash and egsivalents (Level 1), trade accounts receivaldeoants payable, accrued

expenses and short term borrowings approximateddie as of September 30, 2010. The fair vaftbeCompany’s long-term debt,
including current maturities, is estimated usingcdunted cash flows based on the Company’s cumergmental borrowing rates for
similar types of borrowing arrangements. The dagyalue and fair value (Level 2 ) of the Companigng-term debt at September 30,
2010 was $121,825 and $120,607, respectively.

3. Inventories

Inventories consist of the following:

September 30, December 31,
2010 2009

Finished goods and wc-in-process $ 23,087 $ 24,63¢

Raw material and supplies 1,38¢ 2,05¢

$ 24,478 3 26,691

4. Property, plant and equipment
Property, plant and equipment are summarized &sfsi
September 30, December 31,
2010 2009
Land $ 96C $ 1,00(¢
Land improvement 1,76¢ 2,21¢
Buildings 11,03( 13,76¢
Machinery and equipme! 21,66: 23,09:
Furniture and fixture 6,12¢ 6,93¢
Mobile equipment and oth: 982 96¢
Constructio-in-process 2,37¢ 4,25
Total property, plant and equipment 44,90« 52,23
Less accumulated depreciati (22,727) (25,570
Net property, plant and equipme $ 22,18! $ 26,66
5. Long-Term Debt
Long-term debt is summarized below:
September 30, December 31,
2010 2009

Term Loan $ 121,82 $ 82,66:

Senior note: - 150,00(

Total long-term debt 121,82! 232,66

Less current maturitie 1,25( 85C

$ 120,57 $ 231,81:
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As of December 31, 2009, the Company’s senior tfadilities consisted of an $85,000 term loanlfacand a $60,000 revolving
credit facility with a group of banks and the Comypalso had outstanding $150,000 of 7.75% senitgsnghe “Senior Notes”) due
January 15, 2012. Concurrent with the consummatidhe IPO, the Company amended its senior craditifies to, among other things,
(i) allow it to redeem the Senior Notes, (ii) inase the size of its term loan facility by $40,00d &ii) amend certain of the provisions in
its senior credit facilities which govern the Compa ability to pay dividends. Consequently, ap@eber 30, 2010, the Company’s
senior credit facilities consist of a $125,000 téoan facility and a $60,000 revolving credit fégiwith a group of banks. In connection
with the amendments to the Compangenior credit facilities, the interest on thesérg portion of the term loan facility was revised'he
change consisted of an increase from an interesserual to (at the Comparsyoption) either the base rate plus 1.25% or thedsliar rate
plus 2.25% to (at the Company’s option) eitherlihse rate (which shall be no less than 3%) plu ®6the eurodollar rate (which shall
be no less than 2%) plus 4.5%. The interest f@matiditional $40,000 increase in the Company’s fean facility is an interest rate equal
to (at the Company'’s option) either the base natédh shall be no less than 3%) plus 4% or the daltar rate (which shall be no less than
2%) plus 5%. Under the revolving credit facilithe margin for base rate loans is either 0.25%50% and the margin for eurodollar rate
loans is either 1.25% or 1.50%, in each case d@tedvbased on the Company’s leverage ratio frore tiotime. The amendment of the
term loan facility resulted in a significant modéition of the debt which resulted in the write @funamortized capitalized deferred
financing costs of $995 and expenditures of $2j@f#ed to financing costs paid to existing lendehnich was recorded as a loss on
extinguishment of debt in the consolidated statémehoperations for the nine months ended Septe8M®e2010. As the amendment of
the term loan facility occurred in the three mopéniod ended June 30, 2010, there was no additverit off of deferred financing costs
or expenditures relating to financing costs inttiree month period ended September 30, 2010.

On June 9, 2010, the Company completed the redemptfiits Senior Notes. The Company redeemedeitsd® Notes with the
proceeds from the additional term loan, togethéhn wie net IPO proceeds and cash on hand for leafo$457,557, which includes $3,681
of interest that accrued through the date of dépath the trustee, $969 of interest that accruedhfthe date of deposit with the trustee to
the date of redemption and a $2,907 redemptiorpeathium of 1.938%. In addition, the Company wraffe$1,050 of unamortized
deferred financing costs related to the Senior 8lote

After effecting the discharge of the Senior Notke, maturity date for the Company’s revolving ctddgility is May 21, 2012 and
the Company’s term loan amortizes in nominal amegotarterly with the balance payable on May 21 3201th respect to the existing
term loans and May 21, 2016 with respect to thetmdal term loans.

At September 30, 2010 the Company had outstandimpwings on the revolving credit facility of $3D® and remaining borrowing
availability of $22,976.

The Company’s senior credit facilities include aértnegative and operating covenants, includingioti®ns on its ability to pay
dividends, and other customary covenants, reprasens and warranties and events of default. Enéos credit facilities entered into and
recorded by the Company’s subsidiaries signifigargktrict its subsidiaries from paying dividendsl atherwise transferring assets to
Douglas Dynamics, Inc. The terms of the Compamgw®lving credit facility specifically restrict suldgries from paying dividends if a
minimum availability under the revolving credit féty is not maintained (such event, a “liquidityent”), and both senior credit facilities
restrict subsidiaries from paying dividends abogdain levels or at all if an event of default lmasurred. In addition, the Company’s
revolving credit facility includes a requiremenathsubject to certain exceptions, capital expenest may not exceed $10,000 in any
calendar year and, during the occurrence of adiguevent, that the Company comply with a montmiypnimum fixed charge coverage
ratio test of 1.0:1.0. Compliance with the fixdthoge coverage ratio test is subject to certaia dghts under the Company’s revolving
credit facility. At September 30, 2010, the Compamas in compliance with the respective covenafitse credit facilities are
collateralized by substantially all assets of tleenpany.

In accordance with the senior credit facilitieg thompany is required to make additional princjpabayments over the above
scheduled payments under certain conditions. Teisides, in the case of the term loan facility, Z06f the net cash proceeds of certain
asset sales, certain insurance or condemnationisg\eamtain debt issuances, and, within 150 dayseoénd of the fiscal year, 50% of
excess cash flow, as defined, including a dedudtoallowed distributions (which percentage isueed to 25% or 0% upon the
achievement of certain leverage ratio threshofds)any fiscal year. Excess cash flow is definethi senior credit facilities as
consolidated adjusted EBITDA (earnings before edgrtaxes, depreciation and amortization) pluseking capital adjustment less the
sum of repayments of debt and capital expenditsubgect to certain adjustments, interest and tpa@sin cash, management fees and
certain restricted payments (including dividendslistributions). Working capital adjustment is aefil in the senior credit facilities as the
change in working capital, defined as current assrtluding cash and cash equivalents less curailities excluding current portion of
long term debt. As of September 30, 2010 and Déeerd1, 2009, the Company was not required to raakexcess cash flow payment.

7
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6.

7.

Accrued Expenses and Other Liabilities

Accrued expenses and other liabilities are sumradrés follows:

September 30, December 31,
2010 2009
Payroll and related cos $ 2847 $ 3,65¢
Employee benefit 2,69¢ 2,53¢
Accrued warrant 3,03¢ 3,04(
Other 3,51 3,36¢
$ 12,097 $ 12,59¢

Warranty Liability

The Company accrues for estimated warranty costalas are recognized and periodically assessesldtpiacy of its recorded
warranty liability and adjusts the amount as neamgssThe Company’s warranties generally providigh wespect to its snow and ice
control equipment, that all material and workmapshill be free from defect for a period of two ysafter the date of purchase by the end-
user, and with respect to its parts and accessouiehased separately, that such parts and acesadlt be free from defect for a period
of one year after the date of purchase by the eed-uCertain snowplows only provide for a one yeamanty. The Company determines
the amount of the estimated warranty costs (ancbitsesponding warranty reserve) based on the Coyparior five years of warranty
history utilizing a formula driven by historical wanty expense and applying management’s judgmeme. Company adjusts its historical
warranty costs to take into account unique factah as the introduction of new products into tleeketplace that do not provide a
historical warranty record to assess. The warregggrve is included in Accrued Expenses and GZherent Liabilities in the
accompanying consolidated balance sheets.

The following is a rollforward of the Company’s wanty liability:

Three months endec Nine months endec
September 30 September 30 September 30 September 30
2010 2009 2010 2009
Balance at the beginning of the per $ 2,48¢ $ 1,82 $ 3,04C $ 2,27
Warranty provisior 721 851 1,77¢ 1,95¢
Claims paid/settlemen (177) (165) (1,776 (1,718
Balance at the end of the period $ 3,03¢ $ 2,51( $ 3,03¢ $ 2,51(
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8.

Employee Retirement Plans

The components of net periodic pension cost con$itte following:

Three months endec Nine months endec
September 30 September 30 September 30 September 30
2010 2009 2010 2009

Component of net periodic pension c¢

Service cos $ 20C $ 20¢ $ 60C $ 61F

Interest cos 35¢ 33¢ 1,074 1,01¢

Expected return on plan ass (290 (24€) (870 (73€)

Amortization of net los 81 13C 243 39C
Net periodic pension co $ 34¢  $ 427 $ 1,047 $ 1,28

The Company estimates its total required minimumtrioutions to its pension plans in 2010 will be@0. Through September 30,
2010, the Company has made $711 of cash contrilmitimthe pension plans in 2010 versus $1,179 tfirtlue same period 2009.

In May 2010, in connection with the closure of @empany’s manufacturing facility in Johnson Cifyy substantially all the
employees at this facility were terminated. Thisulted in a cessation of all future benefit adsréar these employees under the
Company’s pension and other post employment befiEfREB”) plans. A curtailment gain of $366 wasagnized as a reduction to the
net actuarial loss, as the curtailment liabilityngaas less than the unrecognized net actuarialpdasr to the curtailment for the pension
plan. Therefore, this did not impact the consdédsstatement of operations for the nine monthge&kptember 30, 2010.

Components of net periodic other postretiremenebeoost consist of the following:

Three months endec Nine months endec
September 30 September 30 September 30 September 30
2010 2009 2010 2009

Components of net periodic otr

postretirement benefit co

Service cos $ 71 % 76 $ 237 $ 22¢

Interest cos 107 10E 34¢ 31t

Amortization of net (gain)/los - (18) @) (55)

Curtailment gair- Johnson City locatio

closing = — (667) —

Net periodic other postretirement ben

cost $ 17¢  $ 163 $ 89 $ 48¢

The curtailment gain for the OPEB plan exceededitirecognized net actuarial loss prior to the dantent and resulted in a gain of
$1,031 of which $667 was recorded in selling, gah@nd administrative expense in the consolidataigiment of operations for the nine
months ended September 30, 2010 and $364 (befas)tevas recognized as a reduction to the net @atlmss in accumulated other
comprehensive loss at September 30, 2010. Asuthailment occurred in the three month period egdinne 30, 2010, there was no
impact on the statement of operations for the thmeath period ending September 30, 2010.
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9. Dividends
Cash dividends declared and paid on a per shairgwase as follows:

Three and nine months ende

September 30
2010 2009
Dividends declare $ 0.1¢e $ 0.0C
Dividends paic $ 0.1t $ 0.0c

10. Stock Repurchases

On January 23, 2009, the Company entered into iesurepurchase agreements with certain membersaofigement. Pursuant to
these agreements, the Company repurchased atfaé and subsequently retired 27,004 shares of @mstock and 89,371 stock options
in exchange for aggregate consideration of $1,&8Mprised of a cash payment of $1,000 and thefaetisn of the remaining principal
amount of $137 on promissory notes held by the negmbf management. As a result of the repurchias®ck options, the Company
recorded $738 of compensation expense in the noreglm ended September 30, 2009, which represemeefdit value of the repurchased
options.

11. Earnings Per Share

Basic earnings per share of common stock is condgayedividing net income (loss) by the weightedrage number of common
shares outstanding during the period. Dilutediegsper share of common stock is computed by thigidet income (loss) by the
weighted average number of shares of common stodicammon stock equivalents and assumed exerciseak options, using the
treasury stock method as well as the conversiohath class A and class B restricted shares. k@tptions for which the exercise price
exceeds the average fair value and restricted sthanee an anti-dilutive effect on earnings peralzend are excluded from the calculation.
There were 458,770 shares excluded from dilutedirgs per share for the nine months ended Septedih@010 as the shares would be
anti-dilutive for that period as the Company ineara net loss.

The following shares were used to calculate basicdiluted earnings per share for the periods pitese

Three months ended Nine months ended
September 30, September 30, September 30, September 30,
2010 2009 2010 2009

Basic weighted average common shares outstal 21,158,57 14,421,73 17,963,722 14,424,34
Incremental shares applicable to common s

options and restricted sto 388,19« 325,30! - 325,30!
Average diluted weighted average common shares

outstanding 21,546,76 14,747,04 17,963,72 14,749,65

12. Employee Stock Plans
Amended and Restated 2004 Stock Incentive Plan

In connection with the IPO, in May 2010, the ComgamBoard of Directors and stockholders amendedrasthted the Company’s
2004 Stock Incentive Plan (as amended and restiteiA&R 2004 Plan”)and certain outstanding award agreements thereutod@mon
other things, eliminate the ability of the hold#rsreunder to use a promissory note to pay anyomoof the exercise price of the options,
to provide that the use of “net exercises” to pay jportion of the exercise price of the optionslidba at the sole discretion of the
committee administering the A&R 2004 Plan, andffeat certain ministerial changes under the A&R 2@%an. In addition, in connecti
with the IPO, the Board of Directors also resolwed to issue any further awards under the A&R 2B@h. As of September 30, 2010,
356,044 shares of common stock are reserved faame® upon the exercise of outstanding optionsruhdeA&R 2004 Plan. All
outstanding options are fully vested, excludings®®,options, of which 23,750 will vest on August 2811 and the remaining options v
vest on August 27, 2012. All options expire 1@ngefrom the date of grant.
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2010 Stock Incentive Plan

In connection with the IPO, in May 2010, the ComygamBoard of Directors and stockholders adopted2®®0 Stock Incentive Plan
(the “2010 Plan”). The 2010 Plan provides for idmiance of nonqualified stock options, incentieels options, stock appreciation rights,
restricted stock awards and restricted stock uaitg,of which may be performance-based, and faritice bonuses, which may be paid in
cash or stock or a combination of both, to eligigeployees, officers, non-employee directors ahdragervice providers to the Company
and its subsidiaries. A maximum of 2,130,000 shafecommon stock may be issued pursuant to altdsuwander the 2010 Plan.

In May 2010, in connection with the IPO, an aggtegd 208,130 shares of restricted stock were gratd certain officers and
employees under the 2010 Plan. The restricted stoards were time-based and vest over a fiveqyedod in equal annual installments
of 20% per year, commencing on the first annivgrsdithe grant date. The restricted stock doesanly voting or dividend rights until
the stock vests.

As of September 30, 2010, the Company had 1,92%B&@es of common stock available for future issaaf awards under the 2010
Plan. The shares of common stock to be issuedr he010 Plan will be made available from authediand unissued Company
common stock.

Stock Options

The following table summarizes information withpest to the Company’s stock option activity under A&R 2004 Plan for the
three and nine months ended September 30, 20t0nkmection with the IPO, certain of the Companylirsg stockholders exercised
288,570 stock options and sold the underlying shaBuch stockholders paid the exercise price @i sptions through a net exercise. In
the three months ending September 30, 2010, cartdive Company’s selling stockholders exercised, 371 stock options and paid the
exercise price of such options through a net egercisulting in an additional 95,000 outstandimgyas. The options exercised in
conjunction with the IPO as well as those exercisdtie three month period ending September 300 20dre granted under APB 25 with
an exercise price equal to fair value at date ahggrand accordingly no compensation expense veasded at the time of grant. As are
of the net exercise mechanism, the optionholdersidi bear the risk and rewards of the options.sueh, the Company recorded $1,227
and $2,975 of stock based compensation expenslegdnree and nine months ended September 30,r28f8ctively. The following is a
rollforward of stock option activity for the threexd nine months ended September 30, 2010.

Three months endec Nine months endec

September 30, 201! September 30, 201!
Stock options beginning of periot 530,61! 819,18!
Options exercise (174,577) (463,147)
Stock option< end of perioc 356,04« 356,04«

Restricted Stock Awards

A summary of restricted stock activity for the nmenths ended September 30, 2010 is as follows:

Weighted
Weighted Average
Average Remaining
Shares Grant Date Contractual
(In thousands) Fair value Term

Unvested at December 31, 2C — —
Grantec 208,13( $ 11.2¢ 4.59 year
Vested — —
Cancelled and forfeited — —
Unvested at September 30, 2010 208,13( $ 11.2¢ 4.59 year
Expected to vest in the future at September 300 208,13( $ 11.2¢ 4.59 year
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13.

14.

15.

The fair value of the Company’s restricted stoclaaig is the closing stock price on the date ofty@r$11.25 per share. The
Company recognized $110 and $183 of compensatipense related to restricted stock awards granteithéothree and nine months en
September 30, 2010. The unrecognized compensatipense calculated under the fair value methodHares expected to vest as of
September 30, 2010 was approximately $1,707 aexpected to be recognized over a weighted averagedpof 4.59 years.

Commitments and Contingencies

In the ordinary course of business, the Compaengaged in various litigation including producbii#ty and intellectual property
disputes. However, the Company does not belieateathy pending litigation will have a material arbeseffect on its consolidated
financial position. In addition, the Company id narrently a party to any environmental-relatesirols or legal matters.

Restructuring

On April 27, 2009, the Company announced a plasidse its Johnson City, TN manufacturing facilitjdanove production from this
facility to its Milwaukee, WI and Rockland, ME féities. The company completed the closure of taddlity as of August 31, 2010. The
Company expects to realize significant annual sagings and improved customer delivery performasca result. The closure has
resulted in the elimination of approximately 10Giions in Johnson City and the addition of appmtadely 50 positions in Rockland and
approximately 35 positions in Milwaukee.

Related to the facility closure, the Company reedr@46) and $78 of employee termination costs$tdand $750 for other closure
costs for the three and nine months ended Septe3th@010, respectively. Restructuring expensé8a@2 and $897 were recorded for
the three and nine months ended September 30, BX}8:ctively. The Company expects the total abitis restructuring to be $2,103
consisting of employee termination costs of $76@ atmer costs of $1,335. The other costs consistipally of facility move preparation
and equipment relocation costs. These costs eledied in the selling, general and administratixgesse line in the Company’s
consolidated statements of operations.

The following represents a reconciliation of chagethe restructuring reserves related to thigegtdhrough September 30, 2010.

Employee
Termination Other Exit
Costs Costs Total

Accrued restructuring reserves as of

December 31, 200 $ 69C $ - 3 69C
Activity during nine months ended

September 30, 201

Charges to earning 78 75C 82¢

Payments (700) (750) (1,450
Accrued restructuring reserves as

September 30, 201 $ 68 - 3 68

In connection with the restructuring, the Compaggssessed the useful lives of its manufacturinigitfeand certain equipment. As a
result of this assessment, the Company assignetesliseful lives to these assets and recordedeaated depreciation of $447 and
$1,877 for the three and nine months ended SepteB@h010, respectively. This change in estimatieiced basic and diluted earnings
per share by $0.01 and $0.06 for the three andmorghs ended September 30, 2010, respectivelg. Cdmpany did not record any
accelerated depreciation for the three and ninetinscended September 30, 2009. Because of actikes ta the restructuring, the Johnson
City property is being actively marketed for salghe third quarter of fiscal 2010 and is classlifés held for sale in the consolidated
balance sheet.

Income Taxes

Deferred income taxes reflect the net tax effettemporary differences between the carrying am®ohtissets and liabilities for
financial reporting purposes and the amounts usethfome tax purposes. The largest item affedliefgrred taxes is the difference
between book and tax amortization of goodwill attteointangibles amortization. The Company estanahbat the effective combined
federal and state tax rate for 2010 will be appraately 43%. The Company’s effective tax
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rate was 51.1% and 38.7% for the three months eSdptember 30, 2010 and 2009, respectively. Thepaay's effective tax rate
(benefit) for the nine months ended September @00 2nd 2009 was (44.8%) and 16.0%, respectiv@lije effective tax rate (benefit) f
the nine months ended September 30, 2010 was higdserthe corresponding period in 2009 due to ¢fease of a valuation allowance for
Wisconsin net operating losses (“NOL#)the first quarter of 2009 due to a tax law chaigthe state of Wisconsin resulting in the ap
to utilize the NOLs in future periods.

16. Related Party Transactions

The Company is party to a Joint Management SenAggeement with Aurora Management Partners, LLCM®) and ACOF
Management, LP (“ACOF"), affiliates of its principstockholders. Prior to the IPO, this agreemdatigated the Company to pay an annual
management fee of $1,250 per annum, to AMP and A@@Frata in accordance with their respective ingigl, plus reimbursement of
reasonable out-of-pocket expenses, in exchangsfwultation and advice in fields such as finaneéaiices, accounting, general business
management, acquisitions, dispositions and banking.

In connection with the Company’s IPO, the Compamgaded and restated the terms of its Joint Manage8evices Agreement to,
among other things, (i) extend the term of servictl the earlier of (A) the fifth anniversary dfé consummation of the Company’s IPO,
(B) such time as AMP and ACOF, together with tladiiliates, collectively hold less than 5% of ther@pany’s outstanding common stock and
(C) such time as all parties mutually agree iningit while eliminating all other termination everitéher than termination for cause);
(i) eliminate the annual management fee, as vgetha provision obligating the Company to pay AMig ACOF a transaction fee in the event
of an acquisition or any sale or disposition of @@mpany or any of its divisions or any sale ofstabtially all Company assets or similar
transactions in exchange for a one-time fee oB&%upon the consummation of the IPO, pro ratazaoalance with their respective holdings;
and (iii) modify the expense reimbursement provisito include reimbursement for out-of-pocket exg@snincurred in connection with SEC
and other legally required filings made by eacibP and ACOF with respect to the Company’s se@sitind certain other expenses. The
one-time management fee was paid on May 10, 201Disaincluded in management fees — related pagpeese for the nine months ended
September 30, 2010.

During the three and nine months ended Septemb&03®, the Company recognized management feesetatdd expenses of $57
and $6,370 respectively relating to the Joint Mamagnt Service Agreement. For the three and nortims ended September 30, 2009 the
Company recognized $411 and $1,066, respectiveligting to the Joint Management Services Agreement.

Iltem 2. Management’s Discussion and Analysis of Financiab@dition and Results of Operations

The following discussion and analysis of our finahcondition and results of operations should bad in conjunction with our
consolidated financial statements and related nateigh are included in Item 1 of this Quarterly Reton Form 10-Q, as well as the
information contained in the prospectus relate@tw initial public offering (“IPQO”), dated May 4, 2010, filed with the Securities andHaxge
Commission (“SEC”) in accordance with Rule 424(b}e Securities Act of 1933, as amended (the “@#&EsAct”) on May 6, 2010, which is
accessible on the SEC’s website at www.sec.gov.

In this Quarterly Report on Form 10-Q, unless thatext indicates otherwise: “Douglas Dynamics,” tt@ompany,” “we,” “our,”

or “us” refer to Douglas Dynamics, Inc. (formerlym&wn as Douglas Dynamics Holdings, Inc.).
Forward-Looking Statements

This Quarterly Report on Form 10-Q contains certdorward-looking statements” within the meaning®éction 21E of the
Securities Exchange Act of 1934, as amended (theli&nge Act”). These statements include infornmatédating to future events, product
demand, the payment of dividends, future finarmgaformance, strategies, expectations, closureuoflohnson City manufacturing facility,
competitive environment, regulation and availagilif financial resources. These statements anadftentified by use of words such as
“anticipate,” “believe,” “intend,” “estimate,” “exp ect,” “continue,” “should,” “could,” “may,” “plan,” “project,” “predict,” “will” and
similar expressions and include references to agsioms and relate to our future prospects, develept® and business strategies. Such
statements involve known and unknown risks, unicéiga and other factors that could cause our atteaults, performance or achievements
to be materially different from any future resufierformance or achievements expressed or implyetiése forward-looking statements.
Factors that could cause or contribute to suchedéhces include, but are not limited to: (i) weatbenditions, particularly lack of or reduce
levels of snowfall; (ii) a significant decline is@omic conditions; (iii) our inability to maintaigood relationships with our distributors;

(iv) lack of available or favorable financing optie for our end-users or distributors; (v) increaseshe price of steel or other materials
necessary for the production of our products tratreot be passed on to our distributors; (vi) thakitity of our suppliers to meet our volume
or quality requirements; (vii) our inability to ptect or continue to build our intellectual propeggrtfolio; (viii) our inability to develop new
products or improve upon existing products in regeto en-user needs; (ix) losses due to lawsuits arisingofyersonal injuries
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associated with our products; and (x) our inabilitycompete effectively against competition, as agethose discussed in the section entitled
“Risk Factors,” set forth in Part II, Iltem 1A of iQuarterly Report on Form 10-QGiven these risks and uncertainties, you shouldtaate
undue reliance on these forward-looking statemehtsaddition, the forward-looking statements irstQuarterly Report on Form 10-Q speak
only as of the date hereof and we undertake n@atitin, except as required by law, to update oeask any revisions to any forward-looking
statement, even if new information becomes availabthe future.

Our Business

We are the North American leader in the design,ufeture and sale of snow and ice control equiprfaeriight trucks, which
consists of snowplows and sand and salt spreaaieig,elated parts and accessories. We sell ouuptodnder the WESTERN®, FISHER®
and BLIZZARD® brands which are among the most dithéd and recognized in the industry. We belidna in 2009 our share of the light
truck snow and ice control equipment market waatgrethan 50%. We sell our products exclusivelpuigh what we believe is the industry’s
most extensive North American distributor netwarkjch primarily consists of over 720 truck equiprdistributors who purchase directly
from us and are located throughout the snowbelonsgn North America (primarily the Midwest, Eastd Northeast regions of the United
States as well as all provinces of Canada). We lmngstanding relationships with many of our diaiitors, with an average tenure of
approximately 15 years. We continually seek to gam optimize our network by opportunistically adglhigh-quality, well-capitalized
distributors in select geographic areas and bysesefling our industry-leading brands within owstdbution network. Beginning in 2005, we
began to extend our reach to international marlestsblishing distribution relationships in North&urope and Asia, where we believe
meaningful growth opportunities exist.

The annual demand for snow and ice control equipisedriven primarily by the replacement cycle o texisting installed base,
which is predominantly a function of the averade &if a snowplow or spreader and is driven by usagkmaintenance practices of the end-
user. We believe actively-used snowplows are tWiyicaplaced, on average, every 7 to 8 years. Thmgy factor influencing the replacement
cycle for snow and ice control equipment is theeletiming and location of snowfall.

Accordingly, our sales depend primarily on the letiming and location of snowfall. Sales of oubgucts in any given year and
region are most heavily influenced by local snowgalels in the prior snow season. Heavy snowfaliy a given winter causes usage of our
equipment to increase, resulting in greater wedrtaar and shortened life cycles, thereby creatinged for replacement equipment and
additional parts and accessories. In addition, where is a heavy snowfall in a given winter, theréased income our professional
snowplowers generate from their professional snowlctivities provides them with increased purchagiower to purchase replacement
snow and ice control equipment prior to the follogviwinter. Moreover, in our experience, the timgignowfall in a given winter also
influences our end-users’ decision-making procBssause an early snowfall can be viewed as a $igrheavy upcoming snow season, our
end-users may respond to an early snowfall by @asioly replacement snow and ice control equipmetieethan they might otherwise have.
Alternatively, light snowfall during a given winteeason may cause equipment usage to decreasbytieatending its useful life and delaying
replacement equipment purchases. Because the tieviglg and location of snowfall are critical drigeof our sales, our results of operations
vary from year-to-year and from season -to -seasmnowfall varies from year-to-year. See “—Seal#igrand Year-to-Year Variability” and
“Risk Factors—The year-to-year variability of owrdiness can cause our results of operations aaddial condition to be materially different
from year-to-year; whereas the seasonality of aisiress can cause our results of operations aaddial condition to be materially different
from quarter-to-quarter.” While snowfall levels yawithin a given year and from year-to-year, sndlyvénd the corresponding replacement
cycle of snow and ice control equipment, is rekdtnconsistent over multi-year periods.

The demand for our snow and ice control equipmantaiso be influenced by general economic conditinrthe United States, as v
as local economic conditions in the snowbelt regionNorth America. In stronger economic conditiomsr endusers may choose to replace
upgrade existing equipment before its useful lds bnded, while in weak economic conditions, odresers may seek to extend the useful life
of equipment, thereby increasing the sales of @artsaccessories. While our parts and accessaeiekssjightly higher gross margins than our
snow and ice control equipment, they yield sigmaifidy lower revenue than equipment sales, whicleesbly affects our results of operations.
However, since snow and ice control managemenhaadiscretionary service necessary to ensuré@sdfety and continued personal and
commercial mobility in populated areas that recairewfall, end-users cannot extend the usefublfifenow and ice control equipment
indefinitely and must replace equipment that ha®bee too worn, unsafe or unreliable, regardlesscohomic conditions.

Costs of Sales and Selling, General and AdminisivatExpense

Our costs of sales consist primarily of variablstspincluding labor, materials and manufacturiagrbead. Our selling, general and
administrative expenses consist primarily of oysenses for general administration, sales, markesidgertising, administration, incentive
plans and intangible amortization. Because of aginlia variable cost structure, we are able to gasitluce our costs of sales during periods
following a year in which snowfall levels were l@md during periods in which sales are lower. Olimgg general and administrative exper
can also be reduced temporarily in such periodasagimize cash flow.
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Although steel is a significant component of oustaaf sales, we attempt to mitigate increasesémtice of steel by implementing
corollary price increases for our products in therf of a permanent price increase (in circumstaicasich we believe the increase in the
price of steel will be permanent) or temporary karges (in circumstances in which we believe tloesiase in the price of steel will be
temporary).

Initial Public Offering

On May 10, 2010, the Company completed its IPO0p®A0,000 shares of common stock at a public offeprice of $11.25 per sha
less underwriting discounts. The 10,000,000 shsoksincluded 6,500,000 shares sold by the Company3,500,000 shares sold by certain
selling stockholders. In addition, on May 14, 20th@ selling stockholders in the IPO closed the sfan additional 1,500,000 shares to the
underwriters at the public offering price of $112& share, less underwriter discounts, pursuathietenderwriters’ exercise in full of their
overallotment option. The Company received appnately $73.1 million in gross proceeds from theidgsee and sale of its common stock in
the IPO and approximately $63.9 million in net greds after deducting underwriting discounts aral ®tpenses related to the IPO. The
Company did not receive any proceeds from theafats stock by the selling stockholders in the IPthe Company used the proceeds from
the IPO, together with the increase in its terrml&eility and cash on hand, to redeem all of itsstanding $150.0 million, 7.75% senior notes
(“Senior Notes”) due January 15, 2012, includingraed and unpaid interest thereon and the relageinption premium.

Closure of Johnson City, Tennessee Manufacturing Fedity

During the third quarter of 2010, the Company caetgd the closure its Johnson, City, Tennessee raetoming facility. The
Company ceased substantially all manufacturingiatfacility on April 2, 2010, effectively reducirits manufacturing facilities from three to
two, and ceased all operations at this facilitpB&ugust 31, 2010. In connection with the cessatf substantially all manufacturing at its
Johnson City facility, in May 2010 substantially @fl the employees at the facility were terminatédhe closure resulted in the elimination of
approximately 100 positions in Johnson City andatidition of approximately 50 positions in Rocklaartl approximately 35 positions in
Milwaukee. The Company continues to own its JohrSity, Tennessee real property, which is beingalst marketed for sale.

Results of Operations
Overview

During the three months ended September 30, 204 @@®9, we sold 13,085 and 13,847 units of snowi@adontrol equipment,
respectively, and during the nine months endede®eiper 30, 2010 and 2009, we sold 32,491 and 3185 of snow and ice control

equipment, respectively. The following table sbawr sales of snow and ice control equipment ataded parts and accessories as a
percentage of net sales for the three and ninemartded September 30, 2010 and 2009.

Three months ended Nine months ended
September 30, September 30, September 30, September 30,
2010 2009 2010 2009
Equipment 91% 91% 87% 85%
Parts and accessori 9% 9% 13% 15%

The following table sets forth, for the three amgermonths ended September 30, 2010 and 2009¢ttsolkidated statements of
operations of Douglas Dynamics, Inc. and its subsgis. All intercompany balances and transactlemse been eliminated in consolidation.
In the table below and throughout this “Managenebiscussion and Analysis of Financial Conditiod &esults of Operations,” consolidated
statements of operations data for the three arglmionths ended September 30, 2010 and 2009 hamalbeeed from our unaudited
consolidated financial statements. The informationtained in the table below should be read ijuwuation with our consolidated financial
statements and the related notes included elsevim#énes Quarterly Report on Form 10-Q.
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Net sales
Cost of sales
Gross profit

Selling, general, and administrati
expense

Intangibles amortizatio

Management fe«related party

Income from operation
Interest expense, n

Loss on extinguishment of de
Other expense, net

Income (loss) before tax
Income tax (benefit) expen

Net income (loss

Three Months Ended Nine Months Ended

September 30 September 30 September 30 September 30
2010 2009 2010 2009
(unaudited) (unaudited)

(in thousands)
$ 47,448 $ 50,39¢ $ 128,33t $ 125,20¢

32,22 35,24 86,07( 87,52:
15,227 15,15t 42,26¢ 37,68
6,81¢ 4,91¢ 20,527 15,44
1,541 1,541 4,621 4,621

57 411 6,37( 1,06¢€

6,81( 8,28 10,75( 16,55
(2,339 (3,807) (9,03¢) (21,756

- - (7,967 -
(12) (22) (7) (105)

4,46¢ 4,467 (6,262) 4,69

2,27¢ 1,72¢ (2,809 751

$ 2,18t % 2,73¢ $ (3,459 $ 3,941
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The following table sets forth for the three andeninonths ended September 30, 2010 and 2009, tbenpege of certain items in our
consolidated statement of operations, relativeetcsales:

Three Months Ended Nine Months Ended
September 30 September 30 September 30 September 30
2010 2009 2010 2009
(unaudited) (unaudited)
(in thousands)

Net sales 100.(% 100.(% 100.(% 100.(%
Cost of sales 67.5% 69.% 67.1% 69.£%
Gross profit 32.1% 30.1% 32.% 30.1%
Selling, general, an

administrative expens 14.%% 9.8% 16.(% 12.2%
Intangibles amortizatio 3.2% 3.1% 3.€% 3.7%
Management fe-related

party 0.1% 0.8% 4.9% 0.8%
Income from operation 14.2% 16.2% 8.4% 13.2%
Interest expense, n (5.00% (7.5% 7.)% (9.9%
Loss on extinguishment of

debt 0.C% 0.C% (6.2)% 0.C%
Other expense, net 0.C% 0.C% (0.00% (0.1)%
Income (loss) before tax: 9.4% 8.% (4.9% 3. 7%
Income tax (benefit) expen 4.8% 3.5% (2.2% 0.€%
Net income (loss 4.€% 5.4% 2.7% 3.1%

Net Sale:

Net sales were $47.4 million for the three montidesl September 30, 2010 compared to $50.4 miltidhe three months ended Septembe
2009, a decrease of $3.0 million, or 6.0%. The-pa&son sales period is comprised of the seconthaddjuarters combined. To encourage
distributors to receive shipments prior to the piakth quarter retail selling season, we offempational financial and freight terms to
distributors that place orders during the secoraftgu. These orders are then shipped during trengesnd third quarters. The timing of these
shipments between the second and third quartergargryear to year based upon a number of facitmehding distributor inventory levels ai
space availability. For 2010, pre-season ordersg kaifted from traditional patterns to be more ligaveighted toward the second quarter
versus the third quarter. Net sales were $128li®mfor the nine months ended September 30, 2faftApared to $125.2 million in the nine
months ended September 30, 2009, an increase bh$ion, or 2.5%. The decrease in net salesHerthree months ended September 30,
2010 was driven by a decrease in units of 5.5%aaratluction in parts and accessories sales fadhtee-month period of $0.3 million, or
5.3%. The increase in net sales for the nine nsoatiled September 30, 2010 was driven by a 3.88dse in unit sales of snow and ice
control equipment, due in part to above averagafibduring the October 1, 2009 to March 31, 2@b@w season and improving retail sales
in February and March of 2010. Slightly offsedtithis increase was a reduction in parts and acresssales for nine months ended
September 30, 2010 compared to the correspondimgdpa 2009 of $1.7 million, or 8.4%, as end-usepsed to purchase replacement
equipment instead of repairing existing equipment.

Cost of Sales

Cost of sales were $32.2 million for the three rherénded September 30, 2010 compared to $35.2mibr the three months ended
September 30, 2009, a decrease of $3.0 millioB,%%. Cost of sales were $86.1 million for the nimenths ended September 30, 2010
compared to $87.5 million for the nine months en8egtember 30 2009, a decrease of $1.4 millioth, @o. The decreases in cost of sales for
the three and nine months ended September 30,&@0pared to the corresponding period in 2009 weweid by changes in unit sales as
discussed above under “—Net Sales”. Slightlyetiffag the decrease in cost of sales due to lowits was non-recurring accelerated
depreciation costs totaling $0.5 million and $1i8iam, respectively, associated with
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reassessing the useful lives of the Company’s nsarurfing facilities and certain equipment at ournkwon City plant. Cost of sales decreased
at a higher rate than net sales due to lower natosts than in the prior comparable periods.afgrcentage of cost of sales, fixed and
variable costs were approximately 16% and 84% ewsgely, for the three months ended SeptembeRB00 versus approximately 15% and
85%, respectively, for the three months ended Sapte 30, 2009, and approximately 20% and 80%, otisedy, for the nine months ended
September 30, 2010 versus approximately 17% and B3$hectively, for the nine months ended Septerddg2009.

Gross Profit

Gross profit was $15.2 million for the three mongimsled September 30, 2010 compared to $15.2 mitlitime three months ended
September 30, 2009, an increase of $0.1 millio®,.5%. Gross profit was $42.3 million for the nmenths ended September 30, 2010
compared to $37.7 million in the nine months en8egdtember 30, 2009, an increase of $4.6 milliorlL,202%. Gross profit dollars remained
relatively flat for the three month period due tdexrease in units sold offset by lower cost cdsals a percentage of net sales. As a perce
of net sales, gross profit increased from 30.1%Herthree months ended September 30, 2009 to 3@rl#te corresponding period in 2010.
The increase in gross profit for the nine monthdeehnSeptember 30, 2010 was due primarily to theesed units sales of snow and ice control
equipment described above under “—Net Sales.” psraentage of net sales, gross profit increased 80.1% for the nine months ended
September 30, 2009 to 32.9% for the correspondinigg in 2010, primarily as a result of the factdiscussed above under “—Net Sales” and
“—Cost of Sales.”

Selling, General and Administrative Expense

Selling, general and administrative expenses, @iofyintangible amortization and management feesew8.4 million for the three
months ended September 30, 2010, compared to $fiénrfor the three months ended September 309266 increase of $1.5 million.
Selling, general and administrative expenses wateSsmillion for the nine months ended Septembe2820, compared to $21.1 million for
the nine months ended September 30, 2009, an serda$10.4 million. This increase for the threenths ended September 30, 2010 was
primarily due to compensation expense associatddnet exercises of stock options totaling $1.diamland an increase in legal fees of $0.3
million. In addition to the increases notedtie three-month period, the increase for the ninethmended September 30, 2010 was primarily
attributable to non-recurring expenses incurreth@time of the Company’s IPO. The non-recurrihgrges associated with the IPO totaled
$8.5 million, and were comprised namely of the hutyaf the management services agreement at $5li®@mitompensation expense associi
with net exercises of stock options totaling $1illiom and the expense and payment of cash bonusésr the Company’liquidity bonus plal
of $1.0 million. As a percentage of net salesjsgllgeneral and administrative expenses increfms&d. 7% for the three months ended
September 30, 2010 compared to 13.7% for the quurelng period in 2009, and from 16.9% for the mmenths ended September 30, 200
24.6% for the corresponding period in 2010, dughéofactors discussed above.

Interest Expens

Interest expense was $2.3 million for the three tmoended September 30, 2010 compared to $3.&miflithe corresponding period
in 2009, a decrease of $1.5 million. Interest espemas $9.0 million for the nine months ended Sepéz 30, 2010 compared to $11.8 million
in the corresponding period in 2009, a decreas2 @& million. This decrease in interest expemsetfe three and nine months ended
September 30, 2010 was due to less interest expsrseesult of the redemption of the Senior Nai#is proceeds from the IPO, additional
borrowings under the Company’s senior credit fdediand cash on hand.

Loss On Extinguishment of De

Loss on extinguishment of debt totaling $8.0 millfor the nine months ended September 30, 201Gewi@=ly driven by costs
associated with the amendment of our senior cfadilities and the redemption of the Senior Nobtesluding both the call premium on the
redemption of our Senior Notes, and the watkef unamortized deferred financing costs relgtia the redemption of our Senior Notes and
amendment of our senior credit facilities.

Income Taxe

Deferred income taxes reflect the net tax effettemporary differences between the carrying am®ohtissets and liabilities for
financial reporting purposes and the amounts useth€ome tax purposes. The largest item affedliefgrred taxes is the difference between
book and tax amortization of goodwill and otheaimgibles amortization. The Company estimatesttieCompany’s effective combined
federal and state tax rate for 2010 will be appraately 43%. The Company’s effective tax rate wad% and 38.7% for the three months
ended September 30, 2010 and 2009, respectivédg. Cbmpany’s effective tax rate for the nine momthded September 30, 2010 and 2009
was (44.8)% and 16.0%, respectively. The effectax rate (benefit) for the nine months ended&epéer 30, 2010 was higher than the
corresponding period in 2009 due to the releasevafiuation allowance for Wisconsin NOLs in thaffiquarter of 2009 due to a tax law che
in the state of Wisconsin resulting in the abitibyutilize the NOLs in future periods.
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Net Income (Loss

Net income for the three months ended Septembe2@®@ was $2.2 million compared to net income o¥ $Rillion for the
corresponding period in 2009, a decrease of $0llmiNet loss for the nine months ended Septer8Be2010 was $3.5 million compared to
net income of $3.9 million for the correspondingipeé in 2009, a decrease of $7.4 million. Thisréase in net income was driven by the
factors described above and primarily by the impédcton -recurring costs incurred at the time & @ompany’s IPO. See the reconciliation
table of Net Income (Loss) to Adjusted Net Incomé&-i Non-GAAP Financial Measures” below for morealks regarding the non-recurring
expenses. As a percentage of net sales, net inaaisnd.6% for the three months ended Septembel0d0, @mpared to 5.4% for the three
months ended September 30, 2009. As a percentagg sales, net loss was 2.7% for the nine moaticed September 30, 2010 compared to
net income of 3.1% for the nine months ended Selmeer30, 2009.

Adjusted EBITD/

Adjusted EBITDA for the three months ended Septem3Be 2010 was $11.6 million compared to $12.7ionilin the corresponding
period in 2009, a decrease of $1.1 million, or 8.786ljusted EBITDA for the nine months ended Seften80, 2010 was $32.1 million
compared to $28.0 million in the corresponding @ein 2009, an increase of $4.1 million, or 14.68& a percentage of net sales, Adjusted
EBITDA decreased from 25.1% for the three monthdedrnSeptember 30, 2009 to 24.4% for the three rsaitded September 30, 2010, and
increased from 22.4% for the nine months endedeBaptr 30, 2009 to 25.0% for the nine months endgdetber 30, 2010. For the three-
month period ending September 30, the decreasdjusted EBITDA is primarily attributable to decredsunit sales of snow and ice control
equipment. For the nine-month period ending Seper 30, the increase in EBITDA is primarily attribble to increased unit sales of snow
and ice equipment which resulted from strongerga@&son shipments during the second quarter of @hpared to the corresponding period
in 2009.

Nor-GAAP Financial Measures

This Quarterly Report on Form 10-Q contains finahtiformation calculated other than in accordanith U.S. generally accepted
accounting principles (“GAAP”).

These non-GAAP measures include:

¢ Adjusted net income; and
e Adjusted EBITDA.

These non-GAAP disclosures should not be constasexh alternative to the reported results detemimaccordance with GAAP.

Adjusted net income represents net income as detednuinder GAAP, excluding non-recurring expensesiired at the time of our
IPO, namely the buyout of our management servigeseanent, the loss on extinguishment of debt, dbasled compensation expense
associated with the net exercise of stock optimusthe payment of cash bonuses under our liquimbityus plan. We believe that the
presentation of Adjusted net income for the thmee mine months ended September 30, 2010 providgalusformation to investors by
facilitating comparisons to our historical performsa due to the non-recurring expenses incurrelteairne of the our IPO in May 2010.
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The following table presents a reconciliation of ileome (loss), the most comparable GAAP finangiehsure, to adjusted net
income for the three and nine months ended Septed@@010. There were no such adjustments duhieghree and nine months ended
September 30, 2009.

Three Months Nine Months

Ended Ended
September 30  September 30

(in millions) 2010 2010

Net Income (Loss- (GAAP) $2.2 ($3.5)
Addback non-recurring expenses, net of tax at 43i0étirred at the time of

the IPO:

- Buyout of the Management Services Agreen = $3.3

- Loss on extinguishment of del - $4.6

- Liquidity bonus paymer - $0.6

- Nor-recurring stock based compensation exp $0.7 $1.7

Adjusted Net Incom- (nor-GAAP) $2.9 $6.7

Adjusted EBITDA represents net income (loss) befoterest, taxes, depreciation and amortizatioriygker adjusted for
management fees paid by us to affiliates of ourgipial stockholders, stock-based compensation ededowith the net exercise of stock
options, payment of cash bonuses under our liquibhus plan, loss on extinguishment of debt, gertan-recurring charges related to the
closure of our Johnson City, Tennessee manufagtdiaicility and certain unrelated legal expens&ge use, and we believe our investors
benefit from, the presentation of Adjusted EBITDRevaluating our operating performance becaus®itiges us and our investors with
additional tools to compare our operating perforogaon a consistent basis by removing the impacedin items that management believes
do not directly reflect our core operations. Initidd, we believe that Adjusted EBITDA is usefulitvestors and other external users of our
consolidated financial statements in evaluatingaperating performance as compared to that of athepanies, because it allows them to
measure a company’s operating performance withegdrd to items such as interest expense, taxessalafion and depletion, and
amortization and accretion, which can vary sub&tynfrom company to company depending upon actingmmethods and book value of
assets and liabilities, capital structure and tle¢himd by which assets were acquired. Our managesemtises Adjusted EBITDA for planning
purposes, including the preparation of our annpatating budget and financial projections. Manag#ratso uses Adjusted EBITDA to
evaluate our ability to make certain payments,udicig dividends, in compliance with our senior éréakilities, which is determined based on
a calculation of “Consolidated Adjusted EBITDA” thia substantially similar to Adjusted EBITDA.

Adjusted EBITDA has limitations as an analyticadltoAs a result, you should not consider it in &n, or as a substitute for net
income, operating income, cash flow from operatintivities or any other measure of financial parfance or liquidity presented in
accordance with GAAP. Some of these limitations are

. Adjusted EBITDA does not reflect our cash experéiwor future requirements for capital expendituresontractual
commitments;

. Adjusted EBITDA does not reflect changes in, othcaesjuirements for, our working capital needs;

. Adjusted EBITDA does not reflect the interest exgeeror the cash requirements necessary to sentgest or principal
payments, on our indebtedness;

. Although depreciation and amortization are non-adsdrges, the assets being depreciated and antowtiteften have to be
replaced in the future;

e Adjusted EBITDA does not reflect any cash requiretedor such replacements;
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*  Other companies, including other companies in ndustry, may calculate Adjusted EBITDA differenthan we do, limiting its
usefulness as a comparative measure; and
* Adjusted EBITDA does not reflect tax obligationsetther current or deferred.

The following table presents a reconciliation of ileome (loss), the most comparable GAAP finangiahsure, to Adjusted
EBITDA as well as the resulting calculation of Asfjied EBITDA for the three and nine months endede®aper 30, 2010 and 2009:

Three months endec Nine months endec
September 30 September 30 September 30 September 30
2010 2009 2010 2009

Net Income (Loss) $ 2,18 $ 2,73¢ $ (3,459 $ 3,941
Interest Expens- Net 2,33¢ 3,80z 9,03¢ 11,75¢
Income Taxe! 2,27¢ 1,72¢ (2,809 751
Depreciation Expense 1,262 1,291 4,82 3,87
Amortization 1,541 1,541 4,621 4,621
EBITDA 9,601 11,09% 12,22 24,94¢
Management Fee 57 411 6,37( 1,06¢€
Stock Based Compensati 1,33 6 3,15¢ 73¢
Loss on Extinguishment of De - - 7,96 -
Liquidity Bonus Plar - - 1,00z -
Other norrecurring charges (; 56E 1,13¢ 1,38: 1,28¢
Adjusted EBITDA $ 11,56C $ 12,65 $ 32,108 $ 28,03¢

(1) Reflects severance and one-time, non-recurringresgeefor costs related to the closure of our Jah@sty facility of ($1) and $872 for
the three months and $828 and $897 for the ninghmsa@nded September 30, 2010 and 2009, respectiEdp and $266 of unrelated
legal fees for the three months and $1,222 and $38®e nine months ended September 30, 2010 @08 2spectively, and $667 and
$0 gain on other post employment benefit plan dorent related to the Johnson City plant closurettie nine months ended
September 30, 2010 and 2009, respectively.

Discussion of Critical Accounting Policies

For a discussion of our critical accounting poligiplease see the disclosure included in the pctispeelated to our IPO, filed with t
SEC in accordance with Rule 424(b) of the Securitiet, under the heading “Management’s Discussiah/Analysis of Financial Condition
and Results of Operation — Critical Accounting B@s” on May 6, 2010, which is accessible on th€SRvebsite at www.sec.gov.

New Accounting Pronouncements

For the nine months ended September 30, 2010,dhg@&ny did not adopt any new accounting pronounagsiteat had a significant
impact to the Company’s consolidated financialestants.

Liquidity and Capital Resources

Our principal sources of cash have been and wecexypk continue to be cash from operations andtwwings under our senior credit
facilities. As of September 30, 2010, our seniedd facilities consisted of a $60 million sengacured revolving credit facility, entered into
by our subsidiaries, Douglas Dynamics, L.L.C., Dasd®ynamics Finance Company and Fisher, LLC, aobers and a $125 million senior
secured term loan facility, entered into by Douddgsmamics, L.L.C., as borrower, each on May 21,72@Mhd as amended on April 16, 2010 in
connection with our IPO. Concurrent with the cansuation of our IPO, we amended our senior creditifees to, among other things,
(i) allow us to redeem our Senior Notes, (ii) irse the size of our term loan facility by $40 roiflifrom $85 million to $125 million, which
additional term loans will mature in May 2016 aiit) &mend certain of the provisions in our sergeedit facilities which govern our ability to
pay dividends. On June 9, 2010, we completed tthemn@tion of our Senior Notes. We redeemed thegB&otes using the proceeds from our
IPO, together with the increase in our term loanilitg and cash on hand, for a total of $157.6 imillincluding the accrued interest thereon and
a redemption premium.
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We expect that our primary uses of cash will bprwvide working capital, meet debt service requiats, finance capital
expenditures, pay dividends under our dividendgyadind support our growth, including through patdracquisitions, and for other general
corporate purposes. For a description of the seditp of our working capital rates see “—Seasdgaid Year-To-Year Variability.”

As discussed in the prospectus relating to our IR@pnnection with our IPO, our Board of Directadopted a dividend policy,
reflecting an intention to distribute to our stoolders a regular quarterly cash dividend, commaniirthe third quarter of 2010 in equal
quarterly installments. The initial annual rate ttee dividend was $0.73 per share, or $0.1825jparter, but our Board of Directors has
approved a $0.0175 increase in the fourth qua@202o $0.20 per share. The declaration and palyof¢hese dividends to holders of our
common stock will be at the discretion of our Boafdirectors and will depend upon many factorsjuding our financial condition and
earnings, legal requirements, taxes and otherrfaotar Board of Directors may deem to be relevahe terms of our indebtedness also rest
us from paying cash dividends on our common staaeu certain circumstances. As a result of thigdeivd policy, we may not have
significant cash available to meet any large ugrdied liquidity requirements. As a result, we may retain a sufficient amount of cash to
fund our operations or to finance unanticipatedtedpxpenditures or growth opportunities, incluglimcquisitions. Our Board of Directors m
however, amend, revoke or suspend our dividenayeli any time and for any reason.

As of September 30, 2010, we had $31.7 milliorotdltliquidity, comprised of $8.7 million in cashdcash equivalents and
borrowing availability of $23.0 million under ouevolving credit facility. Borrowing availabilitynder our revolving credit facility is govern
by a borrowing base, the calculation of which idgla cash on hand. Accordingly, use of cash on hemdalso result in a reduction in the
amount available for borrowing under our revolvorgdit facility. Furthermore, our revolving creéficility requires us to maintain at least
$6.0 million of borrowing availability. We expedtdt cash on hand, generated from operations, dgsvalailable credit under our senior
credit facilities will provide adequate funds fbetpurposes described above for at least the Rextahths.

The following table shows our cash and cash egeitaland inventories in thousands at Septembe&(3@, December 31, 2009 and
September 30, 2009.

As of
September 30, 2010 December 31, 2009 September 30, 2009
Cash and cash equivalel $ 8,721 $ 69,70 $ 17,21(
Inventories 24,47" 26,69’ 26,85

We had cash and cash equivalents of $8.7 milliddeptember 30, 2010 compared to cash and cashaéentiv of $17.2 million at
September 30, 2009. The table below sets forthmargary of the significant sources and uses of éarsthe periods presented in thousands.

Nine months ended September 30,

Cash Flows (in thousands 2010 2009 Change % Change

Net cash provided by (used in) operating

activities $ (38,43Y) $ (39,88Y) $ 1,44¢ 3.%
Net cash provided by (used in) invest

activities (2,202 (4,82]) 2,61¢ (54.9%
Net cash provided by (used in) financi

activities (19,71%) 8,362 (28,077) (335.6)%
Increase (Decrease) in ce $ (60,359 $ (36,347 $ (24,010 66.1%

Net cash used in operating activities decreasetii§illion from the nine months ended September2B09 to the nine months ended
September 30, 2010. This decrease in cash usedrivas mainly by a year over year increase intpsegross profit of $4.6 million driven by
increased unit shipments and improved unit margiasyell as decreased interest expense. Pautifdlgtting this were non-recurring costs
incurred at the time of the Company’s IPO , nantleé/buyout of the management services agreemetinp$5.8 million, and the payment of
cash bonuses under the Company’s liquidity bonais ftaling $1.0 million.
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Net cash used in investing activities decrease@ $a#llion for the nine months ended September 8202 compared to the
corresponding period in 2009. This decrease wiaemnltargely by the purchase of a Milwaukee disttitn facility during the second quarte
2009 to expand our Milwaukee facilities in antidipa of the closure of our Johnson City, TN mantifiaéog plant.

Net cash used in financing activities increased &adllion for the nine months ended September28A,0 compared to the
corresponding period in 2009, primarily as a resfithe net impact of financing activities assoetatvith the Company’s IPO, namely the
redemption of the Company’s Senior Notes, includhmgredemption premium and accrued interest tinete@aling $153.9 million, partially
offset by an increase in our term loan of $40.0iam| net proceeds from the IPO of $63.9 milliondaevolver borrowings of $37.0 million.

Contractual Obligations

There have been no material changes to our consdaabligations in the nine months ended SepterB0eR010, except for (a) a
reduction in long-term debt and related interedigakions as a result of the redemption of our 8eNiotes on June 9, 2010 and (b) an increase
in our term loan facility by $40 million to $125 lion. For additional details regarding the changesur long-term debt, see Note 5 to the
notes to our consolidated financial statements.

Off-Balance Sheet Arrangements

We are not party to any off-balance sheet arrangésribat have or are reasonably likely to have teri@ current or future effect on
our financial condition, changes in financial cdmati, revenues, expenses, results of operatiansdity, capital expenditures or capital
resources.

Seasonality and Year-to-Year Variability

Our business is seasonal and also varies fromtgegear. Consequently, our results of operatiomsfarancial condition vary from
quarter-to-quarter and from year-to-year as weladdition, because of this seasonality and vditipbdur results of operations for any quarter
may not be indicative of results of operations thay be achieved for a subsequent quarter or theefar, and may not be similar to results of
operations experienced in prior years. That bdiegcase, while snowfall levels vary within a giwerar and from year-to-year, snowfall, and
the corresponding replacement cycle of snow andacgrol equipment, is relatively consistent ovedtinyear periods.

Sales of our products are significantly impactedhzylevel, timing and location of snowfall, withles in any given year and region
most heavily influenced by snowfall levels in théop snow season (which we consider to begin iro®et and end in March) in that region.
This is due to the fact that end-user demand fopoaducts is driven primarily by the conditiontbgir snow and ice control equipment, and in
the case of professional snowplowers, by theimfoia ability to purchase new or replacement snod/iae control equipment, both of which
are significantly affected by snowfall levels. Hganowfall during a given winter causes usage ofpsaducts to increase, resulting in greater
wear and tear to our products and a shorteninieif life cycles, thereby creating a need for reptaent snow and ice control equipment and
related parts and accessories. In addition, wheretis a heavy snowfall in a given winter, the @ased income our professional snowplowers
generate from their professional snowplow actigifieovides them with increased purchasing poweutochase replacement snow and ice
control equipment prior to the following winter. Bdesser extent, sales of our products are infleey the timing of snowfall in a given
winter. Because an early snowfall can be viewed sign of a heavy upcoming snow season, our end-us&y respond to an early snowfall by
purchasing replacement snow and ice control equipchgring the current season rather than delayimghases until after the season is over
when most purchases are typically made by end-users

We attempt to manage the seasonal impact of snlowvfadur revenues in part through our pre-seaskas ggogram, which involves
actively soliciting and encouraging pre-seasorrithistor orders in the second and third quartersfigring our distributors a combination of
pricing, payment and freight incentives during thésiod. These pre-season sales incentives enaootaglistributors to re-stock their
inventory during the second and third quartersniticgpation of the peak fourth quarter retail sghesiod by offering pre-season pricing and
payment deferral until the fourth quarter. As aitgsve tend to generate our greatest volume @ss@n average of over tuloirds over the la
ten years) during the second and third quarteosjighng us with manufacturing visibility for themainder of the year. By contrast, our reve
and operating results tend to be lowest durinditeequarter as management believes our end-ysefsr to wait until the beginning of a snow
season to purchase new equipment and as our disti$isell off inventory and wait for our pre-seasales incentive period to re-stock
inventory. Fourth quarter sales vary from year-atyas they are primarily driven by the level, tigmand location of snowfall during the
guarter. This is because most of our fourth quadérs and shipments consist of re-orders by bligtis seeking to restock inventory to meet
immediate customer needs caused by snowfall dtinegvinter months.
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Because of the seasonality of our sales, we experiseasonality in our working capital needs as Wethe first quarter we typically
require capital as we are generally required ttdbauir inventory in anticipation of our second ahild quarter pre-season sales. During the
second and third quarters, our working capital iregients rise as our accounts receivable increaseesult of the sale and shipment of
products ordered through our pre-season salesgrognd we continue to build inventory. Working ¢apiequirements peak towards the end
of the third quarter and then begin to decline tigiothe fourth quarter through a reduction in act®ueceivable when we receive the majority
of the payments for pre-season shipped products.

We also attempt to manage the impact of seasorsaiyyear-to-year variability on our business cttsugh the effective
management of our assets. Our asset managemeptdaitdocus strategies include:

« the employment of a highly variable cost strucfiaalitated by a core group of workers that we dapgent with a temporary
workforce as sales volumes dictate, which allowsouedjust costs on an as-needed basis in respmebanging demand;

e our enterprise-wide lean concept, which allowsouadjust production levels up or down to meet dednan

« the pre-season order program described above, witgehtivizes distributors to place orders priothe retail selling season; and

e avertically integrated business model.

These asset management and profit focus strategies)g other management tools, allow us to adixestl foverhead and sales,
general and administrative expenditures to accfuurthe year-to-year variability of our sales volesn

Additionally, although modest, our annual capitgbenditure requirements can be temporarily redigedp to approximately 40% in
response to actual or anticipated decreases ia galemes. If we are unsuccessful in our asset gemant initiatives, the seasonality and year-
to-year variability effects on our business maybmpounded and in turn our results of operatiomsfarancial condition may suffer.

ltem 3. Quantitative and Qualitative Disclosures About MarkRisk

We do not use financial instruments for speculatiading purposes, and do not hold any derivaiivarfcial instruments that could
expose us to significant market risk. Our primagrket risk exposures are changes in interest aatgsteel price fluctuations.

Interest Rate Risk

We are exposed to market risk primarily from chanigeinterest rates. Certain of our borrowings|uding our term loan and any
revolving borrowings under our senior credit fam, are at variable rates of interest and expede interest rate risk. In addition, the intéres
rate on any revolving borrowings is subject toraeréase in the interest rate based on our averityeagtailability under our revolving credit
facility. When the average daily excess availapiin our revolving credit facility falls below $28illion, our interest rate on the revolving
credit facility will increase by 0.25%. The maximumpact this would have on our interest expenselevbe $150,000 per year. If interest
rates increase, our debt service obligations orvariable rate indebtedness would increase evargththe amount borrowed remained the
same, and our net income and cash flows would sporedingly decrease.

As of September 30, 2010, we had outstanding bangswnder our term loan of $121.8 million. A hyipetical interest rate change
of 1%, 1.5% and 2% on our term loan would have gkdrinterest incurred for the nine months endedeBatper 30, 2010 by $0.3 million, $(
million and $0.7 million, respectively. As of Septker 30, 2010, we had outstanding borrowings underevolving credit facility of $37.0
million. A hypothetical interest rate change of , 126% and 2% on our revolving credit facility wdilave changed interest incurred for the
nine months ended September 30, 2010 by $0.1 mi$6.1 million and $0.2 million, respectively.

Commodity Price Risk

In the normal course of business, we are exposethtket risk related to our purchase of steelpttraary commodity upon which o
manufacturing depends. Our steel purchases asarage of revenue were 15.5% and 18.1% for thee mionths ended September 30, 2010
and 2009, respectively. While steel is typicalpaidable from numerous suppliers, the price oflstea commodity subject to fluctuations that
apply across broad spectrums of the steel marketddhot use any derivative or hedging instrumenteanage steel price risk. If the price of
steel increases, our variable costs could alseasg. While historically we have successfully raiggl these increased costs through the
implementation of either permanent price increaseor temporary invoice surcharges, in the futueenay not be able to successfully
mitigate these costs, which could cause our grasgims to decline. If our costs for steel werentréase by $1.00 in a period where we are not
able to pass any of this increase onto our didiwilsy our gross margins would decline by $1.0hageriod in which such inventory was sold.
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ltem 4. Controls And Procedures
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Clirécutive Officer and Chief Financial Officer, &vaed the effectiveness of our
disclosure controls and procedures (as defineduledRl3a-15(e) and 15d-15(e) under the Securittehdhge Act of 1934, as amended) as of
the end of the period covered by this Quarterlydepn Form 10-Q. Based on that evaluation, oueCkecutive Officer and Chief Financial
Officer concluded that as of the end of the pedodered by this Quarterly Report our disclosuretiads and procedures were effective to
provide reasonable assurance that information redquo be disclosed by us in reports that we filsudmit under the Securities Exchange Act
of 1934, as amended, is recorded, processed, supethand reported within the time periods specifiethe SEC’s rules and forms, and
include controls and procedures designed to ertkatehe information required to be disclosed bynusuch reports is accumulated and
communicated to our management, including our Chiefcutive Officer and Chief Financial Officer, gpropriate, to allow timely decisions
regarding required disclosures.

Changes in Internal Control Over Financial Reporting

There have been no changes in the Company’s intesn#ol over financial reporting that occurredidg the period covered by this
Quarterly Report on Form 10-Q that have materiaffgcted, or are reasonably likely to materiallfeef, the Company’s internal control over
financial reporting.

PART Il. OTHER INFORMATION
ltem 1. Legal Proceedings

In the ordinary course of business, we are engagearious litigation primarily including produdgbility and intellectual property
disputes. However, management does not believatiyaturrent litigation is material to our operagoor financial position. In addition, we ¢
not currently party to any environmental-relategirds or legal matters.

Item 1A. Risk Factors

The Company operates in an environment that ingatenerous known and unknown risks and uncertain@er business, prospec
financial condition and operating results couldpaterially adversely affected by any of these riakswvell as other risks not currently kno
to us or that we currently consider immaterial. Treks described below highlight some of the faxtbat have affected, and in the future cc
affect our operations.

Our results of operations depend primarily on thevel, timing and location of snowfall. As a resuét,decline in snowfall levels in multiple
regions for an extended time could cause our resuf operations to decline and adversely affect ability to pay dividends.

As a manufacturer of snow and ice control equipnfi@nlight trucks, and related parts and accesspder sales depend primarily on
the level, timing and location of snowfall in thegions in which we offer our products. A low lewellack of snowfall in any given year in any
of the snowbelt regions in North America (primatihe Midwest, East and Northeast regions of theddinStates as well as all provinces of
Canada) will likely cause sales of our productdeoline in such year as well as the subsequent yubiéch in turn may adversely affect our
results of operations and ability to pay dividerféise “Management’s Discussion and Analysis of RsrarCondition and Results of
Operations—Seasonality and Year-to-Year Variabflify sustained period of reduced snowfall eventsrie or more of the geographic regions
in which we offer our products could cause our itssef operations to decline and adversely affertability to pay dividends.

The year-to-year variability of our business canuse our results of operations and financial conditi to be materially different from year-
to-year; whereas the seasonality of our businesa cause our results of operations and financial adition to be materially different from
quarter-to-quarter.

Because our business depends on the level, tinmiddozation of snowfall, our results of operatimasy from year-to-year.
Additionally, because the annual snow season tilpioaly runs from October 1 through March 31, a@listributors typically purchase our
products during the second and third quarters. Assalt, we operate in a seasonal business. Wentpexperience seasonality in our sales,
also experience seasonality in our working capiésdds. Consequently, our results of operationdinadcial condition can vary from year-to-
year, as well as from quar-to-quarter, which could affect our ability to pdiyidends. If we are unable to effectively manage seasonality
and year-to-year variability of our business, asguits of operations, financial condition and &pildo pay dividends may suffer.
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If economic conditions in the United States contiado remain weak or deteriorate further, our ressilbf operations, financial condition an
ability to pay dividends may be adversely affected.

Historically, demand for snow and ice control eequémt for light trucks has been influenced by gelnecanomic conditions in the
United States, as well as local economic conditinrthe snowbelt regions in North America. Durihg fast few years, economic conditions
throughout the United States have been extremehkwand may not improve in the foreseeable futdfeakened economic conditions may
cause our end-users to delay purchases of replatemew and ice control equipment and instead repair existing equipment, leading to a
decrease in our sales of new equipment. Weakerwtatc conditions may also cause our end-userslaydheir purchases of new light
trucks. Because our end-users tend to purchasemew and ice control equipment concurrent withrtparchase of new light trucks, their
delay in purchasing new light trucks can also tasuthe deferral of their purchases of new snod iae control equipment. The deferral of 1
equipment purchases during periods of weak econoariditions may negatively affect our results oéigtions, financial condition and ability
to pay dividends.

Weakened economic conditions may also cause ouuseid to consider price more carefully in selectiew snow and ice control
equipment. Historically, considerations of qualityd service have outweighed considerations of poigein a weak economy, price may
become a more important factor. Any refocus awegnfguality in favor of cheaper equipment could eaeisd-users to shift away from our
products to less expensive competitor producty shift away from our more profitable productote less profitable products, which in turn
would adversely affect our results of operations aar ability to pay dividends.

Our failure to maintain good relationships with oudistributors, the loss or consolidation of our diiboutor base or the actions or inactions
of our distributors could have an adverse effect oar results of operations and our ability to payiiends.

We depend on a network of truck equipment distdtsito sell, install and service our products. Nealt of these sales and service
relationships are at will, and less than 1% ofdistributors have agreed not to offer products toapete with our products. As a result,
almost all of our distributors could discontinue gale and service of our products at any time tlamsk distributors that primarily sell our
products may choose to sell competing productawtime. Further, difficult economic or other cimatances could cause any of our
distributors to discontinue their businesses. Meeeoif our distributor base were to consolidatéf @ny of our distributors were to discontinue
their business, competition for the business offeshistributors would intensify. If we do not maiirt good relationships with our distributors,
or if we do not provide product offerings and prigithat meet the needs of our distributors, wed:tade a substantial amount of our distrib
base. A loss of a substantial portion of our disitbr base could cause our sales to decline sigmifiy, which would have an adverse effect on
our results of operations and ability to pay divids.

In addition, our distributors may not provide tipelr adequate service to our end-users. If thisigour brand identity and
reputation may be damaged, which would have anrad\edfect on our results of operations and abiditpay dividends.

Lack of available financing options for our er-users or distributors may adversely affect oureslolumes.

Our end-user base is highly concentrated amonggsafnal snowplowers, who comprise over 50% ofeowkusers, many of whom
are individual landscapers who remove snow dutfiegwinter and landscape during the rest of the, yatlrer than large, well-capitalized
corporations. These end-users often depend updit twegpurchase our products. If credit is unavad#zon favorable terms or at all, our end-
users may not be able to purchase our products dromdistributors, which would in turn reduce sadesl adversely affect our results of
operations and ability to pay dividends.

In addition, because our distributors, like our-eisérs, rely on credit to purchase our productsyifdistributors are not able to obtain
credit, or access credit on favorable terms, we exggrience delays in payment or nonpayment faveleld products. Further, if our
distributors are unable to obtain credit or acoeedit on favorable terms, they could experienoaritial difficulties or bankruptcy and cease
purchases of our products altogether. Thus, ifnfiiag is unavailable on favorable terms or atall, results of operations and ability to pay
dividends would be adversely affected.

The price of steel, a commodity necessary to mantidee our products, is highly variable. If the précof steel increases, our gross margins
could decline.

Steel is a significant raw material used to manwif@cour products. During 2007, 2008 and 2009 steel purchases were
approximately 12%, 15% and 18% of our revenue,getbgely. The steehdustry is highly cyclical in nature, and stedtps have been volat
in recent years and may remain volatile in therit&$teel prices are influenced by numerous fadtey®nd our control, including general
economic conditions domestically and internationatie availability of raw materials, competitidabor costs,

26




Table of Contents

freight and transportation costs, production cadstpprt duties and other trade restrictions. Aéieperiencing a downward trend in steel prices
throughout most of 2009, steel prices may increase result of increased demand from the automabileconsumer durable sectors. If the
price of steel increases, our variable costs merease. We may not be able to mitigate these isetkaosts through the implementation of
permanent price increases or temporary invoicehsuges, especially if economic conditions remaiakvand our distributors and end-users
become more price sensitive. If we are unable ¢oesssfully mitigate such cost increases in theréjtour gross margins could decline.

We depend on outside suppliers who may be unabimeéet our volume and quality requirements, and waynbe unable to obtain alternati
sources.

We purchase certain components essential to owmows and sand and salt spreaders from outsiddistg including off-shore
sources. Most of our key supply arrangements catido®ntinued at any time. A supplier may encoud#days in the production and delivery
of such products and components or may supply tisproducts and components that do not meet oditguguantity or cost requirements.
Additionally, a supplier may be forced to discongnoperations. Any discontinuation or interruptiothe availability of quality products and
components from one or more of our suppliers mayltén increased production costs, delays in #lavery of our products and lost end-user
sales, which could have an adverse effect on osinbss and financial condition.

In addition, we have begun to increase the numbeuwoff-shore suppliers. Our increased reliane®fi-shore sourcing may cause
our business to be more susceptible to the imgawdtaral disasters, war and other factors that disgupt the transportation systems or
shipping lines used by our suppliers, a weakenfrtedollar over an extended period of time arfteouncontrollable factors such as changes
in foreign regulation or economic conditions. Irddin, reliance on off-shore suppliers may makmadtre difficult for us to respond to sudden
changes in demand because of the longer lead dirmbtain components from off-shore sources. We beaynable to mitigate this risk by
stocking sufficient materials to satisfy any suddeprolonged surges in demand for our productseltannot satisfy demand for our products
in a timely manner, our sales could suffer as ihigtors can cancel purchase orders without penaity shipment.

We do not sell our products under long-term purcleasontracts, and sales of our products are sigrafitly impacted by factors outside of
our control; therefore, our ability to estimate deand is limited.

We do not enter into long-term purchase contradits eur distributors and the purchase orders weivecmay be cancelled without
penalty until shipment. Therefore, our ability tcarately predict future demand for our productiidted. Nonetheless, we attempt to estin
demand for our products for purposes of planningasunual production levels and our long-term prodigvelopment and new product
introductions. We base our estimates of demanduomwn market assessment, snowfall figures, qugrtietd inventory surveys and regular
communications with our distributors. Because widetuations in the level, timing and location aiosvfall, economic conditions and other
factors may occur, each of which is out of our caglnbur estimates of demand may not be accuratdetéstimating demand could result in
procuring an insufficient amount of materials nesegg for the production of our products, which mesult in increased production costs,
delays in product delivery, missed sale opportagitind a decrease in customer satisfaction. Oiregistg demand could result in the
procurement of excessive supplies, which couldlt@sincreased inventory and associated carryogj<

If we are unable to enforce, maintain or continue build our intellectual property portfolio, or ibthers invalidate our intellectual propert
rights, our competitive position may be harmed.

We rely on a combination of patents, trade seemtstrademarks to protect certain of the propregapects of our business and
technology. We hold approximately 20 U.S. registarademarks (including the trademarks WESTERN@GHHER® and BLIZZARD®), 5
Canadian registered trademarks, 28 U.S. issuedfgaad 15 Canadian patents Although we work diliigeto protect our intellectual property
rights, monitoring the unauthorized use of ourllatéual property is difficult, and the steps wevbdaaken may not prevent unauthorized use by
others. In addition, in the event a third partylehrages the validity of our intellectual propertghts, a court may determine that our intellectual
property rights may not be valid or enforceable.afiverse determination with respect to our intéliacproperty rights may harm our business
prospects and reputation. Third parties may desigand our patents or may independently develdmigogy similar to our trade secrets. The
failure to adequately build, maintain and enforoe iatellectual property portfolio could impair ts&rength of our technology and our brands,
and harm our competitive position. Although the @amy has no reason to believe that its intelleqiugperty rights are vulnerable, previou
undiscovered intellectual property could be useititalidate our rights.
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If we are unable to develop new products or imprayEon our existing products on a timely basis, dud have an adverse effect on o
business and financial condition.

We believe that our future success depends, in @amur ability to develop on a timely basis negtinologically advanced products
or improve upon our existing products in innovativays that meet or exceed our competitors’ prodtferings. Continuous product
innovation ensures that our consumers have acoéls tatest products and features when they cenbiglying snow and ice control
equipment. Maintaining our market position will v us to continue to invest in research and agweént and sales and marketing. Product
development requires significant financial, teclogital and other resources. We may be unsucceaagfugiking the technological advances
necessary to develop new products or improve oistieg products to maintain our market positiordustry standards, end-user expectations
or other products may emerge that could rendeoomeore of our products less desirable or obsoletmy of these events occur, it could
cause decreases in sales, a failure to realizeipnepricing and an adverse effect on our businadsfiaancial condition.

We face competition from other companies in our utry, and if we are unable to compete effectivelyh these companies, it could have
an adverse effect on our sales and profitabilityrid® competition among our distributors could ned@atly affect our market share.

We primarily compete with regional manufacturersiéw and ice control equipment for light truckshil& we are the most
geographically diverse company in our industry,magy face increasing competition in the markets liictv we operate. In saturated markets,
price competition may lead to a decrease in ouketahare or a compression of our margins, bothhaéh would affect our profitability.
Moreover, current or future competitors may groeitimarket share and develop superior service amdhmave or may develop greater
financial resources, lower costs, superior techmplor more favorable operating conditions than ventain. As a result, competitive presst
we face may cause price reductions for our prodwdtech would affect our profitability or result ohecreased sales and operating income.
Additionally, saturation of the markets in which e@mpete or channel conflicts among our brandssaifts in consumer preferences may
increase these competitive pressures or may riesualtreased competition among our distributors affielct our sales and profitability. In
addition, price competition among the distributihrat sell our products could lead to significantrgiaerosion among our distributors, which
could in turn result in compressed margins or tifswarket share for us. Management believes thiat Biouglas, the next largest competitors
in the market for snow and ice control equipmentifght trucks are BOSS and Meyer, respectivelyl aocordingly represent our primary
competitors for market share.

We are subject to complex laws and regulations liming environmental and safety regulations, thatie adversely affect the cost, manner
or feasibility of doing business.

Our operations are subject to certain federalestat local laws and regulations relating to, amathgr things, the generation,
storage, handling, emission, transportation, diapasd discharge of hazardous and non-hazardostasules and materials into the
environment, the manufacturing of motor vehicleemsories and employee health and safety. We chermgrtain that existing and future laws
and regulations and their interpretations will hatm our business or financial condition. We cutyemake and may be required to make le
and unanticipated capital expenditures to compth whvironmental and other regulations, such as:

» applicable motor vehicle safety standards estadudidly the National Highway Traffic Safety Adminggion;
« reclamation and remediation and other environmentatection; and
« standards for workplace safety established by th@ifational Safety and Health Administration.

While we monitor our compliance with applicable &&and regulations and attempt to budget for aratteip costs associated with
compliance, we cannot predict the future cost echstompliance. During 2009 we expended approxim&4é50,000 related to compliance
with such regulations and could expend similarreager amounts in the future in the event of futeggslation changes or unforeseen events,
such as a workplace accident or environmental dig@) or if we otherwise discover we are in mompliance with an applicable regulation
addition, under these laws and regulations, wedcballiable for:

e product liability claims;

e personal injuries;

« investigation and remediation of environmental eomnation and other governmental sanctions sudimes and penalties; and
e other environmental damages.

Our operations could be significantly delayed atailed and our costs of operations could signiftgaincrease as a result of
regulatory requirements, restrictions or claims. &kke unable to predict the ultimate cost of cormgléawith these requirements or their effect
on our operations.
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Financial market conditions have had a negative iaxqt on the return on plan assets for our pensioraps, which may require additional
funding and negatively impact our cash flow

Our pension expense and required contributionsitgension plan are directly affected by the vaifiplan assets, the projected rate
of return on plan assets, the actual rate of ratarplan assets and the actuarial assumptions evuseasure the defined benefit pension plan
obligations. Due to the significant financial markewnturn during 2008, the funded status of ourspen plans has declined. As of
December 31, 2009, our pension plans were undezflibg approximately $9 million. In 2009, contritaris to our defined benefit pension
plans were approximately $1.4 million. If plan @sssontinue to perform below expectations, futueagion expense and funding obligations
will increase, which would have a negative impatbar cash flows. Moreover, under the Pension Btiote Act of 2006, it is possible that
continued losses of asset values may necessitedteaated funding of our pension plans in the fitormeet minimum federal government
requirements.

The statements regarding our industry, market pamits and market share in this report are based amr snanagement’s estimates and
assumptions. While we believe such statements aesonable, such statements have not been indepehdeerified.

Information contained in this report concerning shew and ice control equipment industry for liglicks, our general expectations
concerning this industry and our market positiond ather market share data regarding the indusérpased on estimates our management
prepared using end-user surveys, anecdotal dataduw distributors and distributors that carry oampetitors’ products, our results of
operations and management’s past experience, aagsomptions made, based on our management’s kshgevtd this industry, all of which
we believe to be reasonable. These estimates anthptions are inherently subject to uncertaingspgecially given the year-tear variability
of snowfall and the difficulty of obtaining preciggormation about our competitors, and may pravbd inaccurate. In addition, we have not
independently verified the information from anyrthparty source and thus cannot guarantee its acgur completeness, although
management also believes such information to beoresble. Our actual operating results may varyifsagintly if our estimates and outlook
concerning the industry, snowfall patterns, ourkatpositions or our market shares turn out tonlgerirect.

We are subject to product liability claims, produgtiality issues, and other litigation from time tone that could adversely affect our
operating results or financial condition.

The manufacture, sale and usage of our productssexyss to a risk of product liability claims. Ifrqeroducts are defective or used
incorrectly by our end-users, injury may resultjiigg rise to product liability claims against ukalproduct liability claim or series of claims is
brought against us for uninsured liabilities oektess of our insurance coverage, and it is ulématetermined that we are liable, our business
and financial condition could suffer. Any losseatttve may suffer from any liability claims, and #fgect that any product liability litigation
may have upon the reputation and marketabilityuwfgroducts, may divert managemerdttention from other matters and may have a et
impact on our business and operating results. Auditly, we could experience a material design anafacturing failure in our products, a
quality system failure or other safety issues,@ghtened regulatory scrutiny that could warrargcall of some of our products. A recall of
some of our products could also result in incregseduct liability claims. Any of these issues abalso result in loss of market share, reduced
sales, and higher warranty expense.

We are heavily dependent on our Chief Executive iGdf and management team.

Our continued success depends on the retentiomiitreent and continued contributions of key managetnfinance, sales and
marketing personnel, some of whom could be diffitaireplace. Our succesdasgely dependent upon our senior management tiednby ou
Chief Executive Officer and other key managers. [blss of any one or more of such persons could hawedverse effect on our business and
financial condition.

Our indebtedness could adversely affect our opeyas, including our ability to perform our obligaties and pay dividends.

As of September 30, 2010 we had approximately ®l&illion of senior secured indebtedness and $&8liibn of borrowing
availability under our revolving credit facility. ®¥may also be able to incur substantial indebtedimethe future, including senior indebtedn
which may or may not be secured.

Our indebtedness could have important consequeéaaag stockholders, including the following:

« we could have difficulty satisfying our debt obligens, and if we fail to comply with these requiremis, an event of default co
result;

e we may be required to dedicate a substantial podfmur cash flow from operations to required papts on indebtedness,
thereby reducing the cash flow available to payd#imds or fund working capital, capital expendituaed other general corporate
activities;
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*  covenants relating to our indebtedness may resiricability to make dividends or distributionsaar stockholders;

e covenants relating to our indebtedness may limitadnility to obtain additional financing for worldrcapital, capital expenditur
and other general corporate activities, which niayt lour flexibility in planning for, or reactingdt changes in our business and
the industry in which we operate;

« we may be more vulnerable to general adverse edoreomd industry conditions;
* we may be placed at a competitive disadvantage aoedo our competitors with less debt; and
* we may have difficulty repaying or refinancing alnligations under our senior credit facilities beit respective maturity dates.

If any of these consequences occur, our financiatlition, results of operations and ability to plyidends could be adversely
affected. This, in turn, could negatively affeat tharket price of our common stock, and we may teechdertake alternative financing plans,
such as refinancing or restructuring our debtjregthssets, reducing or delaying capital investsienseeking to raise additional capital. We
cannot assure you that any refinancing would bsiptes that any assets could be sold, or, if solidhe timing of the sales and the amount of
proceeds that may be realized from those salgbabadditional financing could be obtained on atakle terms, if at all.

Our variable rate indebtedness subjects us to ietrate risk, which could cause our debt serviddigations to increase significantly and
could impose adverse consequences.

Certain of our borrowings, including our term lcamd any revolving borrowings under our senior dritiilities, are at variable rates
of interest and expose us to interest rate riskdidition, the interest rate on any revolving bafirgs is subject to an increase in the intereg
if the average daily availability under our revelgicredit facility falls below a certain thresholflinterest rates increase, our debt service
obligations on the variable rate indebtedness wimddcease even though the amount borrowed remairesame, and our net income and cash
flows would correspondingly decrease.

Our senior credit facilities impose restrictions ars, which may also prevent us from capitalizing bosiness opportunities and taking
certain corporate actions. One of these facilitiaso includes minimum availability requirements, vudh if unsatisfied, could result in
liquidity events that may jeopardize our business.

Our senior credit facilities contain, and futurdtimstruments to which we may become subject noaain, covenants that limit our
ability to engage in activities that could othervisenefit our company, including restrictions on akbility to:

e incur, assume or permit to exist additional inddheess or contingent obligations;
« incur liens and engage in sale and leaseback thoss;
¢« make loans and investments in excess of agreedaiponnts;

* declare dividends, make payments or redeem orehpse capital stock in excess of agreed upon amamat subject to certain
other limitations;

e engage in mergers, acquisitions and other busowabinations;

*  prepay, redeem or purchase certain indebtedness@nd or alter the terms of our indebtedness;
* sell assets;

» transact with affiliates or our stockholders; and

» alter the business that we conduct.

Our revolving credit facility also includes limitahs on capital expenditures and requires us toaiai at least $6 million of
borrowing availability. Failure to maintain suchadlability would constitute a “liquidity event” umd our revolving credit facility, and as a
result we would be required to comply with a fixathrge coverage ratio test. In addition, if sudilqaidity event (or an event of default) occ
and is continuing, subject to certain limited crigits, all proceeds of our accounts receivableathdr collateral will be applied to reduce
obligations under our revolving credit facility pjgardizing our ability to meet other obligationsur@bility to comply with the covenants
contained in our senior credit facilities or in gigreements governing our future indebtednesspandbility to avoid liquidity events, may be
affected by events, or our future performance, tvlaie subject to factors beyond our control, initiggrevailing economic, financial, indus
and weather conditions, such as the level, timimgylacation of snowfall and general economic caad in the snowbelt regions of North
America. A failure to comply with these
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covenants could result in a default under our serrdit facilities, which could prevent us fromypag dividends, borrowing additional
amounts and using proceeds of our inventory anduatts receivable, and also permit the lendersdelarate the payment of such debt. If any
of our debt is accelerated or if a liquidity evémt event of default) occurs that results in celfat proceeds being applied to reduce such debt,
we may not have sufficient funds available to repagh debt and our other obligations, in which case business could be halted and such
lenders could proceed against any collateral seguhiat debt. Further, if the lenders accelerateptiyment of the indebtedness under our
senior credit facilities, our assets may not béicdeht to repay in full the indebtedness under semior credit facilities and our other
indebtedness, if any. We cannot assure you thaetbevenants will not adversely affect our abilitfinance our future operations or capital
needs to pursue available business opportunitiesaat to changes in our business and the indirstiich we operate.

The closure of our Johnson City, Tennessee manutattg facility may entail risks to our business.

As part of our lean manufacturing strategy to lower fixed costs, we closed our Johnson City, Tesee manufacturing facility in t
third quarter ending September 30, 2010 and themethyced our manufacturing facilities from threéwto. In connection with this closure, we
relocated our Johnson City operations and equipimémbur remaining two facilities. We cannot agsyou that we will realize contemplated
cost savings from the closure of this facility.dddition, there may be risks associated with tliswre for which we are unprepared, such as
labor and employment litigation, difficulties imphenting a smooth transition and the possibilityt ths closure leaves us with insufficient
manufacturing capacity. It is therefore possibk thur business could be negatively affected bycthsure of this facility.

Our principal stockholders hold a significant poxin of our common stock and may have different inésts than us or you in the future.

Our principal stockholders have the right to vatelioect the vote of approximately 46% of our vgtipower. Consequently, our
principal stockholders will for the foreseeableufwt be able to influence the election and remof/alio directors and influence our corporate
and management policies, including virtually allttaes requiring stockholder approval, such as pg@kmergers or acquisitions, asset sales
other significant corporate transactions. This emti@tion of ownership may delay or deter possthignges in control of the Company. We
cannot assure you that the interests of our pratackholders will coincide with the interestsooir other holders of common stock.

Provisions of Delaware law and our charter documsrtdould delay or prevent an acquisition of us, evéthe acquisition would be
beneficial to you.

Provisions in our certificate of incorporation amdaws may have the effect of delaying or prevantirchange of control or change
our management. These provisions include:

« the absence of cumulative voting in the electionwfdirectors, which means that the holders ofjonty of our common stock
may elect all of the directors standing for elegtio

« the ability of our Board of Directors to issue gneéd stock with voting rights or with rights senio those of our common stock
without any further vote or action by the holdef®or common stock;

» the division of our Board of Directors into thresparate classes serving staggered three-year terms;

« the ability of our stockholders to remove our dioes is limited to cause and only by the vote deast 66/3% of the outstandir
shares of our common stock;

« the prohibition on our stockholders from actingvajtten consent and calling special meetings;

« the requirement that our stockholders provide adearotice when nominating our directors or propg$insiness to be
considered by the stockholders at an annual meefiagpckholders; and

« the requirement that our stockholders must obt#&i6 % % vote to amend or repeal certain provisionsunfcertificate of
incorporation.

We are also subject to Section 203 of the Delavizeeral Corporation Law, which, subject to cergaineptions, prohibits us from
engaging in any business combination with any @sterd stockholder, as defined in that sectionafoeriod of three years following the date
which that stockholder became an interested stddkho This provision, together with the provisiatiscussed above, could also make it more
difficult for you and our other stockholders toctldirectors and take other corporate actions,cadd limit the price that investors might be
willing to pay in the future for shares of our commstock.
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If we are unable to assess favorably the effectiess of our internal control over financial reportiy or if our independent registered publ
accounting firm is unable to provide an unqualifiedttestation report on our internal controls, outack price could be adversely affected.

Pursuant to Section 404 of the Sarbanes-Oxley A2002 and the related rules adopted by the SEGrenBublic Company
Accounting Oversight Board, beginning with our Amah&eport on Form 10-K for the year ending 201%,raanagement will be required to
report on, and our independent registered pubto@ating firm to attest to, the effectiveness of imiernal control over financial reporting. \
may encounter problems or delays in completingrtiementation of any changes necessary to makeadble assessment of our internal
control over financial reporting. In addition, inrmection with the attestation process by our iedélent registered public accounting firm, we
may encounter problems or delays in completingrti@ementation of any requested improvements aceivang a favorable attestation. If we
cannot timely and favorably assess the effectiv@nésur internal control over financial reportirgg,if our independent registered public
accounting firm is unable to provide an unqualifegtestation report on our internal control oveaficial reporting, investor confidence and
stock price could decline.

Our dividend policy may limit our ability to pursugrowth opportunities.

If we pay dividends at the level currently antidgghunder our dividend policy, we may not retasuéficient amount of cash to
finance growth opportunities, meet any large urgdied liquidity requirements or fund our operasign the event of a significant business
downturn. In addition, because a significant pariad cash available will be distributed to holdefour common stock under our dividend
policy, our ability to pursue any material expamsid our business, including through acquisitiansreased capital spending or other increases
of our expenditures, will depend more than it ottise would on our ability to obtain third party dincing. We cannot assure you that such
financing will be available to us at all, or ataceptable cost. If we are unable to take timelaathge of growth opportunities, our future
financial condition and competitive position mayhsmed, which in turn may adversely affect thekaaprice of our common stock.

Item 2.  Unregistered Sales of Equity Securities and UsePobceeds
Unregistered Sales of Equity Securities

During the three months ended September 30, 2B&0Company sold no securities that were not regidtender the Securities Act of
1933, as amended.

Dividend Payment Restrictions

The Companys senior credit facilities include certain restdas on its ability to pay dividends. The senicedit facilities also restrict tt
Company’s subsidiaries from paying dividends arfwise transferring assets to Douglas Dynamias,Hor additional detail regarding these
restrictions, see Note 5 to the notes to the cafeteld financial statements.
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Item 3. Defaults Upon Senior Securities
None.

Item 4. (Removed and Reserved)

Item 5.  Other Information
None.

ltem 6.  Exhibits

The following documents are filed as Exhibits tis tQuarterly Report on Form 10-Q:

Exhibit

Numbers Description

10.1 Douglas Dynamics, Inc. 2010 Amended and RestateckShcentive Plan (incorporated by reference thikik 99.1 to the
Company’s Registration Statement on Form S-8 (Regjisn No. 333169342) filed with the Securities and Exchange Cdsaior
on September 13, 201

31.1* Certification of the Compar's Chief Executive Officer pursuant to Section 30the Sarban¢«-Oxley Act of 2002

31.2* Certification of the Compar's Chief Financial Officer pursuant to Section 3@2he Sarbane«Oxley Act of 2002

32.1* Certification of the Compar's Chief Executive Officer and Chief Financial Offiqpursuant to Section 906 of the Sarb-Oxley
Act of 2002.

* Filed herewith.
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SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, the Registrant has duly causisdéiport to be signed on its behalf by
the undersigned, thereunto duly authorized.

DOUGLAS DYNAMICS, INC.

By: /s/ ROBERT MCCORMICK
Robert McCormick
Executive Vice President and Chief Financial Offi
(Principal Financial Officer and Authorized Signafo

Dated: November 8, 201
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Exhibit Index to Form 10-Q for the Period Ended Sepember 30, 2010

Exhibit

Numbers Description

10.1 Douglas Dynamics, Inc. 2010 Amended and RestateckShcentive Plan (incorporated by reference thikix 99.1 to the
Company’s Registration Statement on Form S-8 (Regisn No. 333-169342) filed with the SecuritiesldExchange
Commission on September 13, 20

31.1* Certification of the Compar's Chief Executive Officer pursuant to Section 30the Sarbane«Oxley Act of 2002

31.2* Certification of the Compar's Chief Financial Officer pursuant to Section 3@2he SarbaneOxley Act of 2002

32.1* Certification of the Company’s Chief Executive @#r and Chief Financial Officer pursuant to Sec866 of the Sarbanes-
Oxley Act of 2002

* Filed herewith.
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Exhibit 31.1

Section 302 Certification

I, James L. Janik, certify that:
1. | have reviewed this Quarterly Report on Forn10f Douglas Dynamics, Inc.;

2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or amnéitate a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nigtadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amdtfe periods presented in this report;

4. The registrant’s other certifying officer(s) alnare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared;

(b) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttisi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such evaluation; and

(c) Disclosed in this report any change in thestgit’s internal control over financial reportitigait occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigtbal quarter in the case of an annual repost) fas materially affected, or is reasonably
likely to materially affect, the registrant’s inted control over financial reporting; and

5. The registrant’s other certifying officer(s) anltlve disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfws persons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the regisfsability to record, process, summarize and refioancial information; and

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

By: /s/ JAMES L. JANIK
James L. Jani
President ancChief Executive Office

Dated: November 8, 201




Exhibit 31.2

Section 302 Certification

I, Robert McCormick, certify that:
1. | have reviewed this Quarterly Report on Forn10f Douglas Dynamics, Inc.;

2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or amnéitate a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nigtadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amdtfe periods presented in this report;

4. The registrant’s other certifying officer(s) alnare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared;

(b) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttisi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such evaluation; and

(c) Disclosed in this report any change in thestgit’s internal control over financial reportitigait occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigtbal quarter in the case of an annual repost) fas materially affected, or is reasonably
likely to materially affect, the registrant’s inted control over financial reporting; and

5. The registrant’s other certifying officer(s) anltlve disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfws persons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the regisfsability to record, process, summarize and refioancial information; and

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

By: /s/ ROBERT MCCORMICK
Robert McCormick
Executive Vice President aiChief Financial Officel

Dated: November 8, 201




Exhibit 32.1

CERTIFICATION
Pursuant to 18 U.S.C. Section 1350
Adopted Pursuant to Section 906 of the Sarbanes-Geyt Act of 2002

In connection with the Quarterly Report of Doudlamamics, Inc., or the Company, on Form 10-Q ferfiecal quarter ended
September 30, 2010 as filed with the U.S. Secsriied Exchange Commission on the date hereof, poriRend pursuant to 18 U.S.C.

Section 1350, as adopted pursuant to Section 9@&dbarbanes-Oxley Act of 2002, each of the ungiees officers of the Company certifies
that:

» the Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof 1934, as amended; and

» the information contained in the Report fairly pmets, in all material respects, the financial ctadiand results of operations of the
Company.

By: /s/ JAMES L. JANIK
James L. Jani
President ancChief Executive Office

Dated: November 8, 201

By: /s/ ROBERT MCCORMICK
Robert McCormick
Executive Vice President aiChief Financial Officel

Dated: November 8, 201

A signed original of this written statement reqdil®y Section 906 has been provided to the Compadyll be retained by the Company
and furnished to the Securities and Exchange Cosioni®r its staff upon request.




