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Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports),
and (2) has been subject to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant is an accelerated filer (as defined in Rule 12b-2 of the Exchange Act). Yes © No x
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act.): Yes © No x

The number of shares of the registrant s common stock, no par value, outstanding as of November, 13, 2006 was 5,109,875.

Table of Contents



Edgar Filing: Veri-Tek International, Corp. - Form 10-Q

Table of Conten

VERI-TEK INTERNATIONAL CORP. AND SUBSIDIARIES

FORM 10-Q INDEX

TaBLE oF CONTENTS

PART I: FINANCIAL INFORMATION
Item 1: FINANCIAL STATEMENTS
Balance Sheets as of September 30. 2006 and December 31. 2005 (unaudited)
Statements of Income (unaudited) for the Three Month and Nine Month Periods Ended September 30, 2006 and 2005
Statements of Cash Flows (unaudited) for the Nine Month Periods Ended September 30. 2006 and 2005
Notes to Financial Statements (unaudited)
M ~ Q D S TTRQ A A Q

ItEm 2:

F
Item 3: QUANTITATIVE AND QUALITATIVE DiscLOSURES ABouT MARKET Risk

Item 4: DiscLosure CoNTROLS AND PROCEDURES
PART II: OTHER INFORMATION

Item 1: LEcAL PROCEEDINGS

ITEM 1a: Risk Factors

ItEm 2: CuaNGES IN SEcuriTIES AND USE OF PROCEEDS

Item 3: DEerauLTs UPON SENIOR SECURITIES

Item 4: uBMiIsSION OF MATTERS To A Vore OF SeEcurity HOLDERS
Item 5: OTHER INFORMATION

ItEM 6: ExniBits AND RePorRTS ON ForM 8-k

Table of Contents

25
25
29
29
29
29
29



Edgar Filing: Veri-Tek International, Corp. - Form 10-Q

Table of Conten
Veri-Tek International Corp. and Subsidiaries
Condensed Consolidating Balance Sheet

(Dollars in thousands, except for per share amounts)

ASSETS

Current Assets

Cash

Trade Receivables(Net)

Receivables from Related Parties

Other Receivables

Cost and Estimated Earnings in Excess of Billings (Net)
Inventory (Net)

Deferred Tax Asset

Prepaid Expenses & Other

Total Current Assets

Total Fixed Assets (Net)
Tradename

Deferred Tax Asset
Patents & Drawings (Net)
Goodwill

Other Assets

Total Assets

LIABILITIES

Current Liabilities

Line of Credit

Note Payable - Short-term

Current Portion of Capital Lease Obligations
Trade Payables

Accrued Expenses

Progress & Customer Deposit

Total Current Liabilities

Long-Term Liabilities

Deferred Tax Liabilities

Capital Lease Obligations

Note Payable

Deferred Gain on Sale of Building

Total Long Term Liabilities

Total Liabilities
Stockholders Equity

Table of Contents

September 30,

2006
(unaudited)

$ 36
12,255
4,842

421
10,032
1,005
562

29,153

8,134
1,009
4,271
6,180
24,774

$ 73,521

$ 13,316
20,000

365

9,917

3,794

130

47,522

4,785

1,072
4,405

10,262

57,784

23,248

December 31,

2005

2,025
1,837

2
2,461
1,162

136

7,623
2,085

3,106
4,212

201

$ 17,227

767
269

1,036

20

20

1,056

22,332
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Common Stock - no par value, 20,000,000 shares authorized Issued and outstanding 5,109,875 and
4,875,000 at September 30, 2006 and December 31, 2005, respectively.

Retained Earnings (7,511) (6,161)
Total Equity 15,737 16,171
Total Liabilities & Equity $ 73,521 $ 17,227

The accompanying financial statements are a integral part of these financial statements.
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VERI-TEK INTERNATIONAL, CORP.
STATEMENTS OF INCOME

(Dollars in thousands, except for per share amounts) (unaudited)

Sales

Cost of Sales

Gross Profit (Loss)
Research and Development Costs

Selling, General and Administrative Expenses

Income (Loss) from Operations

Other Income (Expense)
Interest Income
Interest (Expense)

Total Other Income (Expense)

Income (Loss) Before Income Taxes
Income Tax (Benefit)

Net (Loss)

Earnings Per Share
Basic
Diluted

Weighted Average Common Shares
Basic
Diluted

Three Months Ended
September 30 September 30,

2006 2005
$ 20,658 $ 3,522
18,355 2,796
2,303 726

103 68

1,950 793
250 (135)

6 55

(1,033)

(1,027) 55
(777) (80)

(211) (17

$ (566) (63)

$ (0.11) $ (0.01)

$ (0.11) $ (0.01)
5,104,769 4,875,000
5,104,769 4,875,000

The accompanying financial statements are an integral part of these financial statements.
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Nine Months Ended
September 30, September 30,
2006 2005
$ 24571 $ 5,723
22,299 5,135
2,272 588
104 432
3,138 2,220
(970) (2,064)
36 118
(1,033) (54)
(997) 64
(1,967) (2,000)
617) (651)
$ (1,350) (1,349)
$ 0.27) $ (0.32)
$ 0.27) $ 0.31)
4,952,431 4,168,456
4,952,431 4,369,963
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VERI-TEK INTERNATIONAL, CORP.

STATEMENTS OF CASH FLOWS

(Unaudited, in thousands)

Nine Months Ended Nine Months Ended
September 30, September 30,
2006 2005

Cash Flows From Operating Activities:

Net Income (Loss) $ (1,350) $ (1,349)
Adjustments to Reconcile Net Income to Cash

Provided by Operating Activities:

Depreciation and Amortization 442 321
Bad Debt Expense 8

Deferred Income Taxes 466 (651)
Inventory Reserves 13

Changes in Operating Assets and Liabilities:

(Increase) Decrease in Accounts Receivable (208) 914
(Increase) Decrease in Accounts Receivable - Related Party 149

(Increase) Decrease in Costs and Estimated Earnings in Excess of Billings 2,040 (715)
(Increase) Decrease in Inventory 1,305 (338)
(Increase) Decrease in Prepaid Expenses (426) 406
(Increase) Decrease in Other Assets 201

(Increase) Decrease Customer Deposits 130 “4)
Increase (Decrease) in Accounts Payable (1,080) 282
Increase (Decrease) in Deferred Revenue (154)
Increase (Decrease) in Accrued Expenses 97 (263)
Net Cash Provided (Used) For Operating Activities 1,787 (1,551)
Cash Flows From Investing Activities

Purchase of Property and Equipment (431) (1,048)
Acquisition of Business, Net of Cash Acquired (1,998)

Investment in Patents & Drawings (117) (60)
Investment in Software (108)
Net Cash Used For Investing Activities (2,546) (1,216)
Cash Flows From Financing Activities

Net borrowings (Repayments) on Revolving Credit Facility (2,840) (6,960)
Note to Acquire Manitex 1,072

Proceeds from Issuance of Stock 916 15,061
Payment for Loan Fees 46)
Capital Lease Obligations (378)

Net Cash Provided By Financing Activities (1,230) 8,055
Net Increase (Decrease) in Cash and Cash Equivalents (1,989) 5,288
Cash and Cash Equivalents - Beginning of Period 2,025 6
Cash and Cash Equivalents - End of Period $ 36 $ 5,294

The accompanying notes are an integral part of these financial statements
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VERI-TEK INTERNATIONAL, CORP. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
1. Nature of Operations

Prior to July 3, 2006, Veri-Tek International Corp. and its subsidiaries (the Company ) had a single line of business. The Company designed and
manufactured testing and assembly equipment used primarily in the manufacture of driveline components in the automotive and heavy

equipment industries. In addition, the Company utilized this technology to provide testing services to original equipment manufacturers and tier

1 suppliers in order to verify the manufacturing process.

Effective July 3, 2006, the Company entered into a second line of business through the purchase of Manitex, Inc. ( Manitex ) via an acquisition of
all of the membership interests in Quantum Value Management, LLC (an entity owned by certain stockholders). See Note 3. A leading provider

of engineered lift solutions in North America, Manitex is based in Georgetown, Texas. Manitex designs, manufactures, and markets a
comprehensive line of boom trucks, sign cranes and trolley boom unloaders. Manitex s boom trucks and crane products are primarily used for
industrial projects, energy exploration, and infrastructure development including: roads, bridges and commercial construction.

2. Basis of Presentation

The condensed consolidated financial statements, included herein, have been prepared by the Company without audit pursuant to the rules and
regulations of the United States Securities and Exchange Commission. Pursuant to these rules and regulations, certain information and footnote
disclosures normally included in financial statements which are prepared in accordance with generally accepted accounting principles have been
condensed or omitted. In the opinion of management, the accompanying unaudited, condensed consolidated financial statements reflect all
adjustments (consisting only of normal recurring accruals) necessary for a fair presentation of the Company s financial position as of
September 30, 2006, and results of its operations and cash flows for the periods presented. The consolidated balances as of December 31, 2005
were derived from audited financial statements but do not include all disclosures required by generally accepted accounting principles. The
accompanying condensed consolidated financial statements have been prepared in accordance with accounting standards for interim financial
statements and should be read in conjunction with the Company s audited consolidated financial statements and the notes thereto for the year
ended December 31, 2005. The results of operations for the interim periods are not necessarily indicative of the results of operations expected
for the year.

Reclassifications
Certain reclassifications have been made to the 2005 financial statements to conform to the 2006 presentation.
Revenue Recognition

Except as noted below, sales are recognized when the customer receives the products or when the services are rendered, which represents the
point when the risks and rewards of ownership are transferred to the customer. The proportionate performance method is used to recognize
income from the design and manufacturing of testing equipment.

The Company establishes reserve for future warranty expense at the point when revenue is recognized by the Company and is based on
percentage of revenues. The provision for estimated warranty claims, which is included in cost of sales, is based on sales.

Shipping and Handling

The Company records the amount of shipping and handling costs billed to customers as revenue. The cost incurred for shipping and handling is
included in the cost of sales.

Litigation Claims

In determining whether liabilities should be recorded for pending litigation claims, the Company must assess the allegations and the likelihood
that it will successfully defend itself. When the Company believes it is probable that it will not prevail in a particular matter, it will then make an
estimate of the amount of liability based, in part, on advice of outside legal counsel.

Table of Contents 9
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Unrealized Loss on Cost in Excess of Billing

During the year ended December 31, 2004, a customer delayed delivery on a piece of equipment currently under contract and substantially
completed. The customer s failure to take delivery has raised doubt as to the realization of amounts to be billed under the contract. Therefore,
management has recorded a reserve of $1.7 million, net of the recoverable value of the equipment, against cost in excess in billings

Impairment of Long-Lived Assets

In accordance with SFAS No. 121, the Company reviews its long-lived assets, including property and equipment, goodwill and other identifiable
intangibles for impairment annually in the fourth quarter of the year or whenever events or changes in circumstances indicate that the carrying
amount of the assets may not be fully recoverable. To determine recoverability of its long-lived assets, the Company evaluates the probability
that future undiscounted net cash flows, without interest charges, will be less than the carrying amount of the assets. Impairment is measured at
fair value. The Company has recorded no loss on impairment of long-lived assets during the nine months ended September 30, 2006, and
September 30, 2005.

Comprehensive Income

Statement of Financial Accounting Standard ( SAFS ) No. 130 Reporting Comprehensive Income requires reporting and displaying
comprehensive income and its components. The Company s net income reflects all items that would be shown in comprehensive income. As
such, comprehensive income for the Company is the same as its reported net income.

Financial Instruments and Credit Risk Concentrations

Financial instruments which potentially subject the Company to concentrations of credit risk consist primarily of trade receivables and payables.
As of September 30, 2006, there were three customers who had a receivable balance greater than 10% of total accounts receivable and together
accounted for approximately 39.3% of total accounts receivables. One customer accounted for 10.8% of the revenue for the nine months ended
September 30, 2006.

As of September 30, 2005, four customers accounted for 69.4% of accounts receivable. Three customers accounted for 75% of unbilled revenue
on September 30, 2005. Five customers accounted for 80% of the revenue for the nine months ended September 30, 2005.

During the period ended September 30, 2006, the Company purchased 30.8% of its materials from two suppliers. As of September 30, 2006, no
single vendor had a balance due that was greater than 10% of total accounts payable. Two suppliers accounted for 24% of accounts payable as of
September 30, 2005.

The Company maintains its cash balances in a bank in the Detroit, Michigan area. The Company has a sweep account, which is not insured by
the Federal Deposit Insurance Corporation (FDIC). This sweep account had a balance of $752 on September 30, 2005. The FDIC insures
balances in the checking account up to $100. On September 30, 2006 the Company had an uninsured cash balance of approximately $0.3
million.

3. Acquisition

On July, 3, 2006, pursuant to the Purchase Agreement, dated as of May 16, 2006 and as amended on July 3, 2006 with Quantum Value

Management, LLC ( QVM orthe Parent ) and all of the members of the Parent (the Members ), the Company purchased from the Members all the
outstanding membership interest of the Parent (the Acquisition ). The Company acquired Manitex through its acquisition of all the membership
interest in the Parent. The aggregate consideration (the Consideration ) paid in connection with the Acquisition was approximately $ 2.0 million,
which is subject to post-closing working capital adjustments, consisting of (i) 234,875 shares of the Company common stock, and (ii) a

Non-Negotiable Subordinated Promissory Note for approximately $1.1 million.
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The Acquisition has been accounted for as a purchase business combination. Under the purchase method of accounting, the assets acquired and

liabilities assumed are recorded at the date of acquisition at their respective fair values.

The results of operations for the Acquisition have been included in the accompanying consolidated statement of operations from the date of the

Acquisition. The total cost of the Acquisition is as follows (in thousands):

Acquisition Cost:

Promissory note issued by Veri-Tek
Veri-Tek common stock (234,875 @$3.90)
Direct transaction fees and expenses

Cash and cash equivalents received

Total purchase price paid

The above purchase price has been allocated based on an estimate of the fair values of assets acquired and liabilities assumed. The final
valuation of net assets is expected to be completed as soon as possible, but no later than one year from the acquisition date in accordance with

generally accepted accounting principals.
The purchase price has been preliminarily allocated based on management s estimates as follows (in thousands):

Purchase Price Allocation:

Trade receivables, (net)
Receivable from related parties
Inventories

Prepaid expense

Deferred tax assets

Building and Equipment
Intangibles

Goodwill

Accounts payable

Accrued expenses & other current liabilities
Federal taxes Payable

Line of credit

Note payable

Capital Lease Obligations
Deferred tax liability

Total purchase price paid

$2,093 of intangible was assigned to patents and drawings and has a weighted average useful life of 10 years and $1,009 of intangible was

$

$

$1,072
916

11

-1

$1,998

10,216
4,991
10,188

2,656
5913
3,102
24,774
-10,230
-7,298
-630
-16,156
-20,000
-5,528

1,998

assigned the trademarks and has an indefinite life. A history of operating margins and profitability, service and manufacturing base and a leading

presence in the lifting equipment industry results in the recognition of goodwill.

The following unaudited pro forma information assumes the Acquisition occurred on January 1, 2005. The unaudited pro forma results have

been prepared for informational purposes only and do not purport to represent what the results of operations would have been had the
Acquisition occurred as of the date indicated, nor of future results of operations. The unaudited pro forma results for the three and nine months

ended September 30. 2006 and 2005 are as follows (in thousand, except per share data)

Table of Contents
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Three months Ended Nine Months Ended
September 30, September 30, September 30, September 30,

2006 2005 2006 2005
Net Sales $ 20,658 $ 18,594 $54,511 $ 53,609
Net Earnings $  (566) $ (231) $ (2,438) $ (522)
Earnings per share:
Basic $ (0.11) $ (0.05) $ (049 $ (0.13)
Diluted $ (0.11) $ (0.05) $ (049 $ (0.12)

The pro forma consolidated net income for the nine months ended September 30, 2006 includes merger related costs record on the book s of
Manitex of $568 net of income taxes.

4. Stockholders Equity
Stock Split

On February 7, 2005, the Board of Directors authorized a 1 for 3.730879244 reverse stock split to shareholders of record on February 7, 2005,
effective on February 7, 2005. The share and per share information have been restated as of January 1, 2004 to reflect the reverse stock split in
accordance with GAAP.

Initial Public Offering

On February 14, 2005, the Company offered 2,500,000 shares of common stock at $6.00 per share in its initial public offering. All shares were
purchased and the Company received $14.0 million, net of fees of $1.1 million, on February 18, 2005.

On March 2, 2003, the underwriter exercised its option to purchase an additional 375,000 shares at $6.00 per share. The Company received $2.1
million, net of fees of $0.2 million, on March 2, 2005.

Conversion of Subordinated Debt

In February 2005, the Company issued 1,195,900 shares of common stock as settlement of $7.2 million of subordinated debt, including interest
of $1.3 million.

Issuance of Common Stock

On July 3, 2006, the Company issued 234,875 shares of common stock in connection with its purchase of Manitex through the acquisition of all
the membership interests of QVM.

Stock Based Compensation

The Company adopted SFAS No. 123R. SFAS No. 123R requires the recognition of all stock-based payments in the financial statements based
on the fair value of the award on the grant date after July 1, 2005. Prior to the adoption of SFAS No. 123R, the Company accounted for its
stock-based compensation using the intrinsic value method under Accounting Principles Board Opinion No. 25, Accounting for Stock Issued to
Employees and related interpretations as allowed under SFAS No. 123, Accounting for Stock-Based Compensation. The adoption of SFAS
No. 123R had no effect as no options or stock appreciation rights have been issued under the Company s 2004 Equity Incentive Plan.

5. Net Income (Loss) Per Share
Basic earnings per share were computed by dividing net loss by the weighted average number of common shares outstanding during the period.

In September 2004, the Emerging Issues Task Force reached a final consensus on Issue N. 04-8, The Effect of Contingently Convertible Debt on
Diluted Earnings per Share (EITF 04-8). Contingently convertible debt instruments are financial instruments that add a contingent feature to a
convertible debt instrument. The conversion feature is triggered when one or more specified contingencies occur and at least one of these
contingencies is based on market price. Prior to the issuance of EITF 04-8, SFAS 128 had been widely interpreted to allow the exclusion of
common shares underlying contingently convertible debt

Table of Contents 14
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instruments from the calculation of diluted earnings per share in instances where conversion depends on the achievement of a specified market
price of the issuer s shares. The consensus requires that these underlying common shares be included in the diluted earnings per share
computations, if dilutive, regardless of whether the market price contingency or any other contingent factor has been met. The consensus, which
is effective for reporting periods ending after December 15, 2004, requires the restatement of diluted earnings per share for all prior periods
presented. The Company had a contingently convertible debt instrument; the $7.1 million subordinated debt which was converted to shares of
common stock in February 2005 upon the achievement of the Company s initial public offering.

Three Three

months months Nine months Nine months

ended ended ended ended

September 30, September 30, September 30, September 30,
2006 2005 2006 2005

Net income per share-basic:
Net income $ (566) $ (63) $ (1,350) $ (1,349)
Weighted average shares outstanding  basic 5,104,769 4,875,000 4,952,431 4,168,456
Net income per share  basic $ (0.11) $ (0.01) $ 0.27) $ (0.32)
Net income per share diluted:
Net income $ (566) $ (63) $ (1,350) $ (1,349)
Weighted average shares outstanding-basic 5,104,769 4,875,000 4,952,431 4,168,456
Includes dilutive effect of convertible debt 201,507
Weighted average shares outstanding-diluted 5,104,769 4,875,000 4,952,431 4,369,963
Net income per share-diluted $ (0.11) $ (0.01) $ 0.27) $ (0.31)

6. Business Segment Information
The Company operates in two reporting segments: (1) Testing and Assembly Equipment (2) Lifting Equipment.

The testing and assembly equipment segment designs and manufactures testing and assembly equipment used primarily in the manufacture of
driveline components in the automotive and heavy equipment industries. In addition, the Company has utilized this technology to provide testing
services to original equipment manufacturers and tier 1 suppliers in order to verify the manufacturing process.

The Lifting Equipment segment is a leading producer of boom trucks, sign cranes, and trolley boom unloaders in North America. The Company
has been repeatedly recognized for its innovative designs, speed of design stage to market time, and has been a leader in establishing new
benchmarks in capacity and boom length. The Company currently boasts the broadest line of heavy capacity boom trucks in the industry with
additional product offerings scheduled for 2007.

10
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Three months Ended Nine months Ended

September 30, September 30,

2006 2005 2006 2005
Net Sales
Testing and Assembly Equipment $ 638 $ 3522 $ 4551 $ 5,723
Lifting Equipment 20,020 20,020
Total $20,658 $ 3,522 $24571 $ 5723
Operating Income (Loss)
Testing and Assembly Equipment $(1,190) $ (135) $ (2,410) $ (2,064)
Lifting Equipment 1,440 1,440
Total $ 250 $ (135 $ (970) $ (2,064)
Identifiable Assets
Testing and Assembly Equipment $15041 $18,509 $15041 $18,509
Lifting Equipment 61,553 61,553
Eliminations / Corporate (3,073) (3,073)
Total $73,521 $18,509 $73,521 $18,509

7. Adoption of New Accounting Pronouncements

In November 2004, the FASB issued SFAS No. 151, Inventory Costs, an amendment of ARB No. 43, Chapter 4. This statement amends the
guidance in ARB No. 43 Chapter 4, Inventory Pricing , to clarify the accounting for abnormal amounts of idle facility expense, freight, handling
costs, and wasted material (spoilage). Paragraph 5 of ARB No. 43, Chapter 4, previously stated that  under some circumstances, items such as
idle facility expense, excessive spoilage, double freight, and rehandling costs may be so abnormal to require treatment as a current period

charges  This statement requires that those items be recognized as current-period charges regardless of whether they meet the criterion of so
abnormal. In addition, this statement requires that allocation of fixed production overheads to the costs of conversion be based on the normal
capacity of the production facilities. The provisions of this statement will be effective for inventory costs during the fiscal years beginning after
June 15, 2005. The Company adopted the statement on January 1, 2006. The adoption of this statement did not have a material impact on its
financial condition, results of operations or cash flows.

On December 16, 2004, the FASB issued SFAS No. 123 (revised 2004), Share-Based Payment , which is a revision of SFAS No. 123,

Accounting for Stock-Based Compensation (SFAS 123R). SFAS 123R supersedes APB Opinion No. 25, Accounting for Stock Issued to
Employees, and amends SFAS 95, Statement of Cash Flows. Generally, the approach in SFAS 123R is similar to the approach described in
SFAS 123. However, SFAS 123R requires all share-based payments to employees, including grants of employee stock options, to be recognized
in the income statement based on their fair values. Pro forma disclosure is no longer an alternative. SFAS 123R must be adopted no later than
July 1, 2005. Early adoption will be permitted in periods in which financial statements have not yet been issued. The Company adopted SFAS
123R on July 1, 2005. The adoption of this statement did not have a material impact on the Company s financial condition, results of operations
or cash flows.

In December 2004, the Financial Accounting Standards Board issued two FASB Staff Positions FSP FAS 109-1 Application of FASB
Statement 109 Accounting for Income Taxes to the Tax Deduction on Qualified Production Activities provided by the American Jobs Creation
Act of 2004, and FSB FAS 109-2 Accounting and Disclosure Guidance for the Foreign Earnings Repatriation Provision within the American
Jobs Creation Act of 2004. Neither of these affected the Company as it does not participate in the related activities.

In March 2005, the SEC released Staff Accounting Bulletin No 107, Share Based Payment ( SAB 107 ), which provides interpretive guidance
related to the interaction between SFAS 123(R) and certain SEC rules and regulations. In April 2005, the SEC amended the compliance dates for
SFAS 123(R), to allow companies to implement the standard at the beginning of the next fiscal year, instead of the next reporting period
beginning after June 15, 2005. Management is currently evaluating the impact SAB 107 will have on our financial statements.
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In March 2005, the FASB issued FASB Interpretation No. 47, Accounting for Conditional Asset Retirement Obligations ( FIN 47 ). FIN 47
provides guidance relating to the identification of and financial reporting for legal obligations to perform an asset retirement activity. FIN 47
requires recognition of a liability for the fair value of a conditional asset retirement obligation when incurred if the liability s fair value can be
reasonably estimated. FIN 47 also defines when an entity would have sufficient information to reasonably estimate the fair value of an asset
retirement obligation. The provision is effective no later than the end of fiscal years ending after December 15, 2005. The Company adopted FIN
47 on January 1, 2006. The adoption did not have a material impact on the Company s financial position, results of operations or cash flows.

In May 2005, the FASB issued FASB Statement No. 154, Accounting Changes and Error Corrections. This new standard replaces APB Opinion
No. 20, Accounting Changes, and FASB Statement No. 3, Reporting Accounting Changes in Interim Financial Statements, and represents
another step in the FASB s goal to converge its standards with those issued by the IASB. Among other changes, Statement 154 requires that a
voluntary change in accounting principle be applied retrospectively with all prior period financial statements presented on the new accounting
principle, unless it is impracticable to do so. Statement 154 also provides that (1) a change in method of depreciating or amortizing a long-lived
non-financial asset be accounted for as a change in estimate (prospectively) that was effected by a change in accounting principle, and

(2) correction of errors in previously issued financial statements should be termed a restatement. The new standard is effective for accounting
changes and correction of errors made in fiscal years beginning after December 5, 2005. Early adoption of this standard is permitted for
accounting changes and correction of errors made in fiscal years beginning after June 1, 2005. The Company adopted the SFAS No. 154 on
January 1, 2006. The adoption of the Statement did not have a material impact on the Company s financial position, results of operations or cash
flows.

In February of 2006, the FASB issued SFAS No. 155, Accounting for Certain Hybrid Financial Instruments, which is intended to simplify the
accounting and improve the financial reporting of certain hybrid financial instruments (i.e. derivatives embedded in other financial instruments).
The statement amends SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities , and SFAS No. 140, Accounting for
Transfers and Servicing of Financial Assets and Extinguishments of Liabilities a replacement of FASB Statement No. 125. SFAS No. 155 is
effective for all financial instruments issued or acquired after the beginning of an entity s first fiscal year beginning after September 15, 2006.
The Company is currently evaluating the impact SFAS No. 155 will have on its financial statements, if any.

In March 2006, the FASB issued Statement of Financial Accounting Standards No. 156, Accounting for Servicing of Financial Assets an
amendment of FASB Statement No. 140 which is effective for fiscal years beginning after September 15, 2006. This statement was issued to
simplify the accounting for servicing rights and to reduce the volatility that results from using different measurement attributes. The Company
has evaluated the new statement and determined that it will not have a significant impact on the determination or reporting of the Company s
financial results.

In September 2006, the FASB issued Statement of Financial Accounting Standards No. 157, Fair Value Measurements which is effective for
fiscal years beginning after November 15, 2007 and for interim periods within those years. This statement defines fair value, establishes a
framework for measuring fair value, and expands the related disclosure requirements. The Company is currently evaluating the potential impact
of this statement.

In September 2006, the FASB issued Statement of Financial Accounting Standards No. 158, Employers Accounting for Defined Benefit Pension
and Other Postretirement Plans an amendment of FASB Statements No. 87, 88, 106 and 132(R) (SFAS 158). This statement requires balance
sheet recognition of the overfunded or underfunded status of pension and postretirement benefit plans. Under SFAS 158, actuarial gains and

losses, prior service costs or credits, and any remaining transition assets or obligations that have not been recognized under previous accounting
standards must be recognized in Accumulated Other Non-Shareowners Changes in Equity, net of tax effects, until they are amortized as a
component of net periodic benefit cost. In addition, the measurement date, the date at which plan assets and the benefit obligation are measured,

is required to be the company s fiscal year end. SFAS 158 is effective for publicly-held companies for fiscal years ending after December 15,
2006, except for the measurement date provisions, which are effective for fiscal years ending after December 15, 2008. The adoption of SFAS

No. 158 is not expected to have a significant impact to the Company s overall results or financial position.
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In June 2006, the FASB issued FASB Interpretation No. 48 Accounting for Uncertainty in Income Taxes (an interpretation of FASB Statement
No. 109) which is effective for fiscal years beginning after December 15, 2006. This interpretation was issued to clarify the accounting for
uncertainty in income taxes recognized in the financial statements by prescribing a recognition threshold and measurement attribute for the
financial statement recognition and measurement of a tax position taken or expected to be taken in a tax return. The Company is currently
evaluating the potential impact of this interpretation.

8. Inventories

Inventories consist of the following:

September 30, December 31,
2006 2005
Raw materials $ 8,431 $ 119
Work-in-process 1,171
Finished goods 430 1,043
$ 10,032 $ 1,162

9. Line of Credit and Debt

At September 31, 2006 the Company had drawn $13.3 million under a revolving credit agreement with a bank. The Company is eligible to
borrow up to $16.5 million with interest at prime plus .75% (prime was 8.25% at September 31, 2006). The maximum amount of outstanding is
limited to the sum of 85% of eligible receivable, 75% eligible Canadian accounts and the lesser of 65% of eligible inventory or $7.5 million plus
$2.5 million. The credit facility s original maturity dated was January 2, 2005. The maturity date has subsequently been extended and the note is
now due on January 2, 2007. The Company is currently in the process of renegotiating the maturity of the note and management expects the note
will be extended for at least one year. The indebtedness is collateralized by substantially all of the Company assets. Additionally, certain
shareholders of the Company have personally guaranteed $2.5 million of the note. The facility contains customary limitations including, but not
limited to, acquisitions, dividends, and capital expenditures. It also requires the Company to have on the last date of the quarter a minimum
Current Ratio, Leverage Ratio, Debt Service Coverage Ratio and Capitalization Ratio, as the ratios are defined in the agreement. As

September 30, 2006, the Company is in violation of the covenants. The Bank has waived the aforementioned covenant defaults.

Revolving Credit Facility

As a result of the successful initial public offering in February 2005, the Company s outstanding balance on its revolving credit facility was
reduced to zero and the credit facility was terminated. On February 28, 2005, the Company entered into an agreement with its bank for a new
credit facility, one with more favorable terms. The new facility is a two year, $8.0 million revolving credit facility secured by substantially all of
the Company s assets. The facility expires on February 28, 2007. The facility contains customary limitations including, but not limited to,
acquisitions, dividends, and capital expenditures. The interest rate is variable and advances can bear interest at the Eurodollar based rate or the
prime based rate. As of June 30, 2006, the facility had a zero balance. The unused facility was merged into Quantum Value Management, LLC s
( QVM ) existing $16.5 million revolving credit facility as part of the acquisition of QVM.

Note Payable Issued to Acquire QVM

In connection with the Acquisition, the Company has a note payable to the former Members of QVM for $1.1 million. The note matures on
July 2, 2009 or earlier if there is a change in control as defined in the note or if the Company receives cash proceeds of at least $25 million from
the sale of its common stock or securities convertible or exchange for its common stock. Interest is payable on the first day of each calendar
quarter commencing on September 1, 2006. The Interest is computed using the prime rate announced by Comerica Bank at its Detroit office on
the last business day immediately preceding the applicable interest payment date. In the event of default interest is accelerated and increase to
prime plus 3%.
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Note payable Assumed in the QVM Acquisition

QVM, at the date of the Acquisition, had a $20.0 million note payable to a bank that was due on September 10, 2006. The maturity date has
subsequently been extended and the note is now due on January 2, 2007. The Company is currently in the process of renegotiating the maturity
of the note and management expects the note will be extended for at least one year. The note has an interest rate of prime plus 1% until maturity,
whether by acceleration or otherwise, or until default, as defined in the agreement, and after that at a default rate of prime plus 4%. Interest is
payable the first day of each month. The bank has been granted security interest in substantially all the assets of the Company s Manitex
subsidiary. The former members of QVM unconditionally guarantee the note.

Subordinated Debt

The Company had a note payable to a shareholder with interest at 20% per annum which required quarterly interest only payments of 8% with
the remaining 12% added to principal when due. The principal balance, and all outstanding interest were originally due in full on August 1,
2008. The note was subordinate to the line of credit. In April 2004, the agreement was modified to accrue all interest and add the interest to the
principal. In October 2004, the rate was modified to include a conversion option to convert the total amount due, including interest, upon the
Company s completion of its initial public offering. In February 2005, the Company issued 1,195,900 shares of common stock as settlement for
the $7.2 million of debt, including $1.3 million of interest.

10. Goodwill and Intangible Assets.

Included in goodwill and intangible assets on the Company s consolidated balance sheets are the following (in thousands):

September 30, September 30,
2006 2005 Estimated Life
Goodwill $ 24,774 $
Amortizable intangible assets:
Tradename 1,009
Patents & Drawings 6,986 4,777 Various all < 17yrs
Accumulated Amortization (806) (565)
Net intangible assets 7,189 4,212
Total goodwill and intangible assets $ 31,963 $ 4,212
The change in carrying amount of goodwill for 2006 is as follows (in thousands):
September 30, September 30,
2006 2005

Balance at beginning of period $ $
Additional goodwill arising from our QVM acquisition $ 24,774
Balance at end of period $ 24,774 $

Amortization expense for intangible assets was $94 and $74 for the quarters ended September 30, 2006 and 2005, respectively, and $242 and
$223 for the nine months ended September 30, 2006 and 2005, respectively.

11. Legal Proceedings and Other Contingencies.

The Company is involved in various legal proceedings, including product liability and workers compensation matters which have arisen in the
normal course of operations. The Company has product liability insurance with self insurance retention that range form $50 thousand to $1
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million. Certain cases are at a preliminary stage, and it is not possible to estimate the amount or timing of any cost to the Company. However,
the Company does not believe that these contingencies, in the aggregate, will have a material adverse effect on the Company. When it is
probable that a loss has been incurred and possible to
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make a reasonable estimates of the Company s liability with respect to such matters, a provision is recorded for the amount of such estimate or
the minimum amount of a range of estimates when it is not possible to estimate the amount within the range that is most likely to occur.

Impairment of Long-Lived Assets

In accordance with SFAS No. 121, the Company reviews its long-lived assets, including property and equipment, goodwill and other identifiable
intangibles for impairment annually in the fourth quarter of the year or whenever events or changes in circumstances indicate that the carrying
amount of the assets may not be fully recoverable. To determine recoverability of its long-lived assets, the Company evaluates the probability
that future undiscounted net cash flows, without interest charges, will be less than the carrying amount of the assets. Impairment is measured at
fair value.

12. Commitments (in thousands)

Payments due by period
Total <lyr 1-3yrs  3-Syrs >5yrs

Revolving credit Facility $13,316 $13,316 $ $ $

Term Loan 20,000 20,000

Note to Former QVM members 1,072 1,072
Operating Lease Obligations 365 365

Capital Lease Obligations 4,785 202 1,012 709 2,862
Purchase Obligations 19,602 19,602

Total $59,140 $53485 $1,012 $ 709 $3,934

(1)  Purchase obligations include commitments of approximately $19.5 million relating to inventory items. The balance is attributable to
non-inventory items, including fixed assets, research and development materials, supplies and services.

Approximately $0.2 million is included in accrued expense to cover an unfunded pension liability that QVM retained when it sold one of the

companies before the Acquisition. In connection with the termination of the plan, the Company will purchase annuities from an insurance

company to satisfy its obligations before the December 31, 2006.

13. Transactions Between the Company and Related Parties

In the course of conducting its business, the Company has entered into certain related party transactions. In April, 2006, the Company completed
a sale and leaseback transaction of its Georgetown, TX facility to an entity controlled by one of its shareholders. The sale price was $5.0 million.
The proceeds of the transactions were used to reduce Manitex s debt under its credit facility. The lease has a 12 year term and provides for
monthly rent of $67 thousand. Although the Company did not obtain an independent valuation of the property or the terms of the transaction, it
believes the terms of the sale and leaseback were at least as favorable to the Company as they could have obtained from an unaffiliated third

party.

The Company, through its Manitex subsidiary, purchase and sell parts to GT Distribution, Inc. ( GT ). GT is owned in part by the Company s
Chairman and Secretary, as well as a certain shareholder. Although the Company does not independently verify the cost of such parts, it believes
the terms of the transaction were at least as favorable to the Company as terms that it could obtain from a third party.

GT has three operating subsidiaries, BGI USA, Inc. ( BGI ), Crane & Machinery, Inc., and Schaeff Lift Truck, Inc. BGI is a distributor of
assembly parts used to manufacture various lifting equipment. Crane & Machinery, Inc. distributes Terex and Manitex cranes, and services and
sells replacement parts for most brands of light duty and rough terrain cranes. Schaeff Lift Truck, Inc. manufactures electric forklifts and a line
of heavy duty, rough terrain, diesel powered forklifts.
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The following is a summary of related party transactions: (in thousands)

Three months ended Nine months ended
September 30, September 30,
2006 2005 2006 2005

Georgetown Facility 1 201 n.a 201 n.a
Allocation of Insurance Expense 2 24 n.a 24 n.a
Sales to:
BGI 210 n.a. 210 n.a.
Schaeft Lift Trucks n.a. n.a.
Crane & Machinery n.a. 29 n.a.
Total Sales 210 n.a. 210 n.a.
Purchases from: n.a.
Crane & Machinery 43 n.a. 43 n.a.
Total Purchases 43 n.a. 43 n.a.

! The Company leases its 188,000 sq. ft. Georgetown, Texas manufacturing facility from an entity owned by a Shareholder of the Company.
Pursuant to the terms of the lease, the Company makes monthly lease payment of $67 thousand. The Company is also responsible for all
the associated operating expenses including, insurance, property taxes and repairs. Under the lease, which expires April 30, 2018, monthly
rent is adjusted annually by the lesser of increase in the Consumer Price Index or 2%.

2 For 2006, GT Distribution, Inc. and its subsidiaries are covered under Manitex s general, product liability and umbrella insurance policies.
In exchange for this coverage, GT Distribution will pay Manitex $139 charge based on GT Distribution s annual sales. The above table
includes a prorated portion covering the amount relating to the period starting from the date of the acquisition.

In February 2005, the Company issued 1,195,900 shares of common stock as settlement for its $7.2 million of subordinated debt, including

interest of $1.3 million owed to a Shareholder. As of September 30, 2006, the Company had a receivable of $4,727 from GT Distribution.

The Company has note a payable to the Members for $1,072 issued in connection with the Acquisition. It was determined that subsequent to the
Acquisition, the note payable would be a related party payable as one of the Members became Chairman and CEO of the Company. The
Members at September 30, 2006 own approximately 37% of the Company s Common Stock.

14. Subsequent Events

On October 19, 2006, the Company announced that it entered into a definitive agreement to acquire substantially all of the assets of Liftking
Industries, Inc. ( Liftking ), a leading material handling equipment manufacturer headquartered in Woodbridge (Toronto), Ontario. Liftking
manufactures a complete line of rough terrain forklifts and special mission oriented vehicles, as well as other specialized carriers, heavy material
handling transporters and steel mill equipment.

Liftking s assets are being purchased by a wholly-owned Canadian subsidiary of the Company ( VCC Canada ). The purchase price for the assets
is $8.0 million (CAD), paid in a combination of stock and cash. In addition, VCC Canada will assume certain trade payables and other liabilities

of approximately $2.6 million (CAD) as of September 30, 2006. The book value of Liftking s assets being acquired will approximate $10.5
million (CAD). For the trailing twelve months, Liftking generated revenue of $20.5 million (CAD) and EBITDA of approximately $2.6 million
(CAD). The purchase price is subject to working capital adjustments based on assets on date of through closing.
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On November 6, 2006, the Company announced that it has entered into a Securities Purchase Agreement with certain institutional investors
pursuant to which the Company agreed to issue 2,750,000 units at $4.05 per unit, resulting in approximately $11.1 million in gross proceeds to
the Company. Each unit will consist of one share of common stock, a Series A warrant to purcha