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COLUMBUS McKINNON CORPORATION
2014 Annual Report on Form 10-K

This annual report contains “forward-looking statements” within the meaning of the Private Securities Litigation Reform
Act of 1995. Such statements involve known and unknown risks, uncertainties and other factors that could cause our
actual results to differ materially from the results expressed or implied by such statements, including general

economic and business conditions, conditions affecting the industries served by us and our subsidiaries, conditions
affecting our customers and suppliers, competitor responses to our products and services, the overall market

acceptance of such products and services, the integration of acquisitions and other factors set forth herein under “Risk
Factors.” We use words like “will,” “may,” “should,” “plan,” “believe,” “expect,” “anticipate,” “intend,” “future” and other
expressions to identify forward looking statements. These forward looking statements speak only as of their

respective dates and we do not undertake and specifically decline any obligation to publicly release the results of any
revisions to these forward-looking statements that may be made to reflect any future events or circumstances after the
date of such statements or to reflect the occurrence of anticipated or unanticipated changes. Our actual operating

results could differ materially from those predicted in these forward-looking statements, and any other events

anticipated in the forward-looking statements may not actually occur.
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PART 1
Item 1. Business
General

We are a leading global designer, manufacturer and marketer of hoists, rigging tools, cranes, actuators, and other
material handling products serving a wide variety of commercial and industrial end-user markets. Our products are
used to efficiently and ergonomically move, lift, position and secure objects and loads. We are the U.S. market leader
in hoists, our principal line of products, as well as certain chain, forged fittings, and actuator products which we
believe provides us with a strategic advantage in selling our other products. We have achieved this leadership position
through strategic acquisitions, our extensive, diverse and well-established distribution channels and our commitment
to product innovation and quality. We have one of the most comprehensive product offerings in the industry and we
believe we have more overhead hoists in use in North America than all of our competitors combined. Additionally, we
believe we are the market leader of manual hoist and actuator products in Europe, which provides us further
opportunity to sell our other products through our existing distribution channels in that region. Our products are sold
globally and our brand names, including CM, Coffing, Chester, Duff-Norton, Pfaff, Shaw-Box and Yale, are among
the most recognized and well-respected in the marketplace.

Our business is cyclical in nature and sensitive to changes in general economic conditions, including changes in the
manufacturing industry capacity utilization, industrial production and the general economic activity indicators, like
GDP. Both the U.S. and Eurozone capacity utilization are primary leading market indicators for the Company. U.S.
industrial capacity utilization increased to 77.6% in March 2014, trending up slightly from 76.8% in March 2013 and
77.1% in December 2013. Eurozone capacity utilization was 80.1% in the quarter ended March 31, 2014, an increase
from 77.6% during the quarter ended March 31, 2013, as well as improved from 78.4% at the end of December

2013. The European indicator reflects the start of the recovery from the 2013 recession in Europe, while the U.S.
indicator demonstrates stability in the U.S industrial sector. In addition we follow the Emerging Markets Purchasing
Managers’ Index (PMI) for countries significant to our operations including China, Brazil, Mexico, and Russia.

Our Position in the Industry

We participate predominantly in the hoist, crane, and monorail sector. We believe that the demand for our products
and services will be aided by several growth drivers. These drivers include:

Productivity Enhancement - We believe employers respond to competitive pressures by seeking to maximize
productivity and efficiency, among other actions. Our hoists and other lifting and positioning products allow loads to
be lifted and placed quickly, precisely, with little effort and fewer people, thereby increasing productivity and

reducing cycle time. Further, emphasis on “Lean” techniques by many companies increases demand for our lifting and
positioning products for use in single-piece flow workstation applications.

Safety Regulations - Driven by workplace safety regulations such as the Occupational Safety and Health Act
(OSHA) and the Americans with Disabilities Act in the U.S. and other safety regulations around the world, and by the
general competitive need to reduce costs such as health insurance premiums and workers’ compensation expenses,
employers seek safer ways to lift and position loads. Our lifting and positioning products enable these tasks to be
performed with reduced risk of personal injury.

Consolidation of Suppliers - In an effort to reduce costs and increase productivity, our channel partners and end-user
customers are increasingly consolidating their suppliers. We believe that our broad product offering combined with
our well established brand names will enable us to benefit from this consolidation and enhance our market share.
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Our Competitive Strengths

Leading North American Market Positions - We are a leading manufacturer and marketer of hoists, alloy and high
strength carbon steel chain and forged fittings, and actuators in North America. We have developed our leading
market positions over our 139-year history by emphasizing safety, manufacturing excellence and superior service.
Approximately 74% of our U.S. net sales for the year ended March 31, 2014 were from product categories in which
we believe we hold the number one market share. We believe that the strength of our established products and brands
and our leading market positions provide us with significant competitive advantages, including preferred supplier
status with a majority of our largest channel partners and end user customers. Our large installed base of products also
provides us with a significant competitive advantage in selling our products to existing customers as well as providing
repair and replacement parts.
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The following table summarizes the product categories where we believe we are the U.S. market leader:

Percentage of

Product Category U.S. Market Share U.S. Market Position US. Net Sales

Hoist, Trolleys and Components (1) 46 % #1 63 %
Screw Jacks (2) 33 % #1 6 %
Tire Shredders (3) 53 % #1 3 %
Jib Cranes (4) 25 % #1 2 %

74 %

(I)Market share and market position data are internal estimates derived from survey information collected and
provided by our trade associations in 2013.

(2)Market share and market position data are internal estimates derived by comparison of our net sales to net sales of
one of our competitors and to estimates of total market sales from a trade association in 2013.

(3)Market share and market position data are internal estimates derived by comparing the number of our tire shredders
in use and their capacity to estimates of the total number of tires shredded published by a trade association in 2013.

Market share and market position are internal estimates derived from both the number of bids we win as a

(4)percentage of the total projects for which we submit bids and from estimates of our competitors’ net sales based on

their relative position in distributor catalog's in 2013.

Comprehensive Product Lines and Strong Brand Name Recognition - We believe we offer the most comprehensive
product lines in the markets we serve. We offer engineering and design services to help channel partners and end users
solve material handling problems. Most of our products are maintenance, repair and operating tools which work in
conjunction with each other to create a complete lifting system. We complement our product offerings with
engineering and design services to assist our channel partners and end-users in finding the optimal solution for their
material handling needs. Our capability as a full-line supplier has allowed us to (i) provide our customers with
“one-stop shopping” for material handling equipment, which meets some customers’ desires to reduce the number of
their supply relationships in order to lower their costs, (ii) leverage our engineering, product development and
marketing costs over a larger sales base and (iii) achieve purchasing efficiencies on common materials used across our
product lines. No single SKU comprises more than 1% of our sales, a testament to our broad and diversified product
offering.

In addition, our brand names, including Budgit, Chester, CM, Coffing, Duff-Norton, Little Mule, Pfaff, Shaw-Box and
Yale, are among the most recognized and respected in the industry. The CM and Yale names have been synonymous
with powered and manual hoists and were first developed and marketed under these brand names in the early

1900's. We believe that our strong brand name recognition has created customer loyalty and helps us maintain
existing business, as well as capture additional business. We innovate and continually introduce new products to meet
our changing customer needs. Products introduced or engineered for our customers during the last three fiscal years
ended March 31, 2014 account for approximately 24.1% of our net sales.

Distribution Channel Diversity and Strength - Our products are sold to over 15,000 general and specialty distributors,
end users and OEMs globally. We enjoy long-standing relationships with, and are a preferred provider to, the
majority of our largest distributors and industrial buying groups. There has been consolidation among distributors of
material handling equipment and we have benefited from this consolidation by maintaining and enhancing our
relationships with leading distributors, as well as forming new relationships. We believe our extensive distribution
channels provide a significant competitive advantage and allow us to effectively market new product line extensions
and promote cross-selling. Our largest distributor represents approximately 3% of our total net sales and our top 10
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customers represent approximately 17% of our total net sales.

Expanding Non-U.S. Markets - We have significantly grown our non-U.S. sales since becoming a public company in
1996. Our non-U.S. sales have grown from $34,300,000 (representing 16% of total sales) in fiscal 1996 to
$251,902,000 (representing 43% of our total sales) during the year ended March 31, 2014. This growth has occurred
primarily in Europe, Latin America and Asia-Pacific. We have nine offices in China to sell into this growing industrial
market and eight offices in Latin America. Our non-U.S. business has provided us, and we believe will continue to
provide us, with significant growth opportunities and new markets for our products.
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"Non-U.S. sales" as expressed throughout Items 1 and 7 of this Form 10-K, are defined as sales to customers located
outside of the United States.

Efficient Operations with Low-Cost Structure - We are extremely focused on optimizing our cost structure and have
taken a number of steps towards reducing our costs, including: consolidating facilities, promoting a “Lean” culture,
manufacturing in low cost jurisdictions, coordinating purchasing activities across the organization and selectively
outsourcing non-critical functions. The actions we have taken to date have eliminated fixed costs from our operations
and provided us with significant operating leverage as the economic conditions in our markets continue to improve.
Our operating leverage goal is for each incremental sales dollar to generate 30%-40% of additional operating income.

Rationalization and Consolidation - We have a history of consolidating manufacturing facilities and optimizing
warehouse utilization, resulting in lower annual operating costs and improving our fixed-variable cost relationship.

T)uring our fiscal year ended March 31, 2010, we initiated further consolidation of our North American hoist and
rigging operations in accordance with our strategy.

Lean Culture - We have been applying “Lean” techniques since 2001 and our efforts have resulted in increased
inventory turns, reduced manufacturing floor space, and an improvement in productivity and on-time deliveries. We

-have witnessed the benefits of “Lean” principles in our manufacturing operations and are now working to develop a
“Lean” culture throughout our organization—improving our processes and reducing waste in all forms in all of our
business activities.

Expansion Outside the U.S. - Our continued expansion of our manufacturing facilities in China and Europe provides
us with a cost efficient platform to manufacture and distribute certain of our products and components. We now

“operate 17 principal manufacturing facilities in 7 countries, with 34 stand-alone sales and service offices in 21
countries and 11 warehouse facilities in 5 countries.

Consolidated Purchasing Activities - We continue to leverage our company-wide purchasing power through our
commodity management teams that reduce our costs and manage fluctuations in commodity pricing, including steel.

Selective Integration and Outsourcing - We manufacture many of the critical parts and components used in the
-manufacture of our hoists and lifting systems, resulting in reduced costs. We also continue to evaluate outsourcing
opportunities for non-critical operations and components.

Strong After-Market Sales and Support - We believe that we retain customers and attract new customers due to our
ongoing commitment to customer service and ultimate satisfaction. We have a large installed base of hoists and
rigging tools that drives our after-market sales for replacement units and components and repair parts. We maintain
strong relationships with our distribution channel partners and provide prompt service to end-users of our products
through our authorized network of 16 chain repair stations and over 200 certified hoist service and repair stations
throughout North America. We also work closely with end users to design the appropriate lifting systems using our
products to help them solve their material handling problems.

We also provide a wide variety of training and certification programs to the users of our products. These training and
certification programs include crane inspection and operation training and certification, hoist inspection and repair
training and certification, various rigging training courses, load securement training, and CM entertainment
technology equipment training and certification classes. In addition to our training classes, we offer free monthly
safety webinars to Channel Partners and end-users. These webinars are designed to provide information and promote
best practices on the proper use, installation, inspection and maintenance for a variety of material handling products.

Consistent Free Cash Flow Generation and Significant Debt Reduction—We have consistently generated positive free
cash flow (which we define as net cash provided by operating activities less capital expenditures) through periods of

10
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economic uncertainty by continually controlling our costs, improving our working capital management and reducing
the capital intensity of our manufacturing operations. In the past five years, despite the economic downturn, we have
reduced total net debt (defined as total debt less cash and cash equivalents) by $28,865,000, from $68,849,000 to
$39,984,000 at March 31, 2014 while funding three acquisitions all with cash. We manage our capital structure
conservatively while maintaining flexibility to pursue attractive strategic growth opportunities.

11
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Experienced Management Team with Equity Ownership - Our senior management team provides significant depth
and continuity of experience in the material handling industry, supplemented by expertise in growing businesses,
aggressive cost management, balance sheet management, efficient manufacturing techniques and acquiring and
integrating businesses and global operations. This diverse experience has been critical to our success to date and will
be instrumental to our long-term growth. Our directors and management promote the ownership of company stock by
the executive officers and directors to align the interests of our leadership team with those of our stakeholders.

Our Strategy

Invest in New Products and Targeted Markets. We intend to leverage our competitive advantages to increase our
market shares across all of our product lines and geographies by:

Introducing New Products—We continue to expand our business by developing new products and services and
expanding the breadth of our product lines to address the material handling needs of our customers. We design our
powered hoist products to meet applicable national and international standards such as ASME, FEM, DIN and other
region-specific/application-specific standards to maximize product utility across global markets. We employ the
StageGate process to enhance discipline and focus in our new product development program. New product sales

“(defined as new products introduced within the last three years and products engineered for our customers) amounted
to $140,000,000 in the fiscal year ended March 31, 2014, or 24.1% of total sales exceeding our goal of having new
products amounting to at least 20% of total sales. New product sales amounted to $142,000,000 in the fiscal year
ended March 31, 2013 (23.7% of total sales) and $121,000,000 in the fiscal year ended March 31, 2012 (20.4% of
total sales).

Leveraging Our Distribution Channel Relationships and Vertical Market Knowledge—Our large, diversified, global
customer base, our extensive distribution channels and our close relationships with end-users and channel partners
-provide us with insights into customer preferences and product requirements that allow us to anticipate and address
the future needs of the marketplace. We are also investing in key vertical markets that will help us increase our

revenues.

Broadening Our Product Offering—Developing and offering a broad range of products to our channel partners is an
important element of our strategy. Industrial channel partners offer a broad array of industrial components that are
used by many end-user markets. We continue to review and add new material handling products to broaden our
offerings.

Continue to Grow in Non-U.S. Markets - Our non-U.S. sales of $251,902,000 comprised 43% of our net sales for the
year ended March 31, 2014, as compared with $253,252,000, or 42% in fiscal 2013 and as compared to 16% of our
net sales in fiscal 1996, the year we became a public company. Although we have made significant progress, our goal
is to continue to increase our presence outside the U.S to capitalize on the higher growth opportunities and continue to
diversify our business profile. We presently sell to distributors in over 50 countries and have our primary non-U.S.
manufacturing facilities in China, Germany, United Kingdom, Hungary, Mexico and France. In addition to new
product introductions, we continue to expand our sales and service presence in the major and developing market areas
of Asia-Pacific, Europe, and Latin America and have sales offices and warehouse facilities in Canada, various
countries in Western and Eastern Europe, China, Thailand, Brazil, Uruguay, Panama and Mexico. We intend to
increase our sales in Asia-Pacific by manufacturing a broader array of high quality, low-cost products and components
in China. We have developed and are continuing to expand upon new hoist and other products in compliance with
global standards and international designs to enhance our global distribution.

Focus on Operational Excellence - Our objective is to provide the highest quality products and services at prices
consistent with the value created for our customers. We continually evaluate our costs and challenge our global supply

12
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chain to reduce costs. Our view is that a market-focused sales and marketing effort along with low operating costs will
prove to be successful for both our customers and for the Company. We continually seek ways to reduce our operating
costs and increase our manufacturing productivity, while maintaining quality. Ongoing programs include our efforts to
further develop our “Lean” culture throughout the organization, the expansion of our facilities within China, our
continued search for new ways to leverage our purchasing power through combined sourcing and the continued focus
on enhancing the efficiency of our global supply chain. Our operating leverage goal is for each incremental sales
dollar to generate 30% to 40% of additional operating income.

13
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Pursue Strategic Acquisitions and Alliances; Evaluate Existing Business Portfolio - We intend to pursue synergistic
acquisitions to complement our organic growth. Priorities for such acquisitions include: i. increasing international
geographic penetration, particularly in the Asia-Pacific region and other emerging markets, and ii. further broadening
our offering with complementary products. Additionally, we continually challenge the long-term fit of our businesses
for potential divestiture and redeployment of capital.

Our Business

ASC Topic 280 “Segment Reporting” establishes the standards for reporting information about operating segments in
financial statements. We provide our products and services through one operating and reportable segment.

We design, manufacture and distribute a broad range of material handling products for various applications. Products
include a wide variety of electric and air-powered, lever, and hand hoists, hoist trolleys, winches, industrial crane
systems such as bridge, gantry and jib cranes; alloy and carbon steel chain; forged attachments, such as hooks,
shackles, textile slings, clamps, logging tools and load binders; mechanical and electromechanical actuators and rotary
unions; below-the-hook special purpose lifters; tire shredders; and light-rail systems. These products are typically
manufactured for stock or assembled to order from standard components and are sold primarily through a variety of
commercial distributors and to a lesser extent, directly to end-users. The diverse end-users of our products are in a
variety of industries including: manufacturing, power generation and distribution, utilities, wind power, warehouses,
commercial construction, oil and gas exploration and refining, petrochemical, marine, ship building, transportation
and heavy duty trucking, agriculture, logging and mining. We also serve a niche market for the entertainment industry
including permanent and traveling concerts, live theater and sporting venues.

Products
Nearly 80% of our net sales are derived from the sale of products that we sell at a unit price of less than $5,000. Of
our fiscal 2014 sales, $331,388,000 or 57% were U.S. and $251,902,000, or 43% were non-U.S. The following table

sets forth certain sales data for our products, expressed as a percentage of net sales for fiscal 2014 and 2013:

Fiscal Years Ended March 31,

2014 2013
Hoists 69 % 63 %
Chain and rigging tools 13 15
Industrial cranes 3 7
Actuators and rotary unions 13 13
Other 2
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