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Forward-looking Statements

This Annual Report on Form 10-K, including “Management’ s Discussion and Analysis of Financial Condition and Results of
Operations’ (Item 7) contains forward-looking statements that involve risks and uncertainties, aswell as assumptions that, if they
never materialize or prove incorrect, could cause our results to differ materially from those expressed or implied by such forward-
looking statements. All statements other than statements of historical fact are statements that could be deemed forward-looking
statements, including any projections of revenue, gross profit, expenses, earnings or losses from operations, synergies or other
financial items; any statements of plans, strategies, and objectives of management for future operations; any statements regarding
future economic conditions or performance; any statements of expectation or belief; and any statements of assumptions underlying
any of the foregoing. The risks, uncertainties, and assumptions referred to above include, but are not limited to:

e Competitive factorsin, and the cyclical nature of, the materials handling industry;
e Fluctuationsin lift truck orders or deliveries;

e Availability and cost of raw materials;

e General business and economic conditionsin North America, Europe, Asia Pacific and Ching;
e Actions by foreign governments;

e Assumptions relating to pension and other postretirement costs;

e Foreign currency fluctuations;

e Pending litigation;

e Environmental matters;

e Levelsof public and non-residential construction;

o Effectiveness of our capital expenditures and cost reduction initiatives.

We undertake no obligation to publicly revise or update forward-looking statements to reflect events or circumstances that arise
after the date of this report.




PART |
Item 1. Business
General

Cascade Corporation (Cascade) was organized in 1943 under the laws of the state of Oregon. The terms “ Cascade”, “we”, and
“our” include Cascade Corporation and its subsidiaries. Our headquarters are located in Fairview, Oregon, a suburb of Portland,
Oregon. We are one of the world’ s leading manufacturers of materials handling load engagement devices and related replacement
parts, primarily for the lift truck industry and to alesser extent the construction industry. We also recently began manufacturing
construction attachments following our purchase of the assets of Pacific Services & Manufacturing, Inc. (PSM). See “ Construction
Attachments’ in Item 1 for a description of this business.

Products

We manufacture an extensive range of materials handling load engagement products that are widely used on lift trucks and, to a
lesser extent, on construction and agricultural vehicles.

Our products are primarily manufactured with the Cascade name and symbol, for which we have secured trademark protection.
The primary function of these productsisto provide the lift truck with the capability of engaging, lifting, repositioning, carrying and
depositing various types of loads and products. We offer awide variety of functionally different products, each of which has numerous
sizes, models, capacities and optional combinations. Products are designed to handle loads with pallets and for specialized application
loads without pallets. Examples of specialized products include devices specifically designed to handle loads such as appliances,
carpet and paper rolls, baled materials, textiles, beverage containers, drums, canned goods, bricks, masonry blocks, lumber, plywood,
and boxed, packaged and containerized products.

Our products are subject to strict design, construction and safety requirements established by industry associations and the
International Organization for Standardization (1SO). Our major manufacturing facilities are 1 SO certified. Product specifications and
characteristics are determined by the expected capacity to be lifted, the characteristics of the load, the ambient environment in which
employed, the terrain over which the load will be moved and the operational life cycle of the vehicle. Accordingly, while there are
some standard products, the market demands awide range of products in custom configurations and capacities.

The manufacturing of our products includes the purchase of raw materials and components; principally rolled bar, plate and
extruded steel products; unfinished castings and forgings; hydraulic cylinders and motors; and hardware items such as fasteners,
rollers, hydraulic seals and hose assemblies. Certain purchased parts are provided worldwide by alimited number of suppliers.
Difficulties in obtaining alternative sources of rolled bar, plate and extruded steel products and other materials from alimited number
of suppliers could affect operating results. We are not currently experiencing any shortages in obtaining raw materials, purchased
parts, or other steel products.

Markets

We market our products throughout the world. Our primary customers are companies and industries that use lift trucks for
materials handling. Examples of these industries include pulp and paper, grocery products, textiles, recycling and general consumer
goods. Our products are sold to the end-user customer through the retail lift truck dealer distribution channel and to lift truck
manufacturers as original equipment manufacturer (OEM) equipment.




In the major industrialized countries, lift trucks are awidely utilized method of materials handling. In these markets lift trucks are
generally considered maintenance capital investment. This tends to subject the industry in general, to the cyclical patterns similar to
the broader capital goods economic sector.

However, many of our products measurably improve overall materials handling and lift truck productivity. Further, we are
continually developing products to serve new types of materials handling applications to meet specific customer and industry
reguirements. In this sense, our products may also be generally considered as a productivity enhancing investment. Historically, this
has somewhat cushioned the negative impact of downward trends in the lift truck market on our net sales.

In the emerging industrialized countries, Chinain particular, lift trucks are replacing manual labor and other less productive
methods of materials handling. As such, lift trucks are generally considered productivity enhancing investments in these markets. We
believe this makes the lift truck marketsin these countries generally less susceptible to downward trendsin overall capital goods
spending.

Competition

We are one of the leading domestic and foreign independent suppliers of load engagement products for industrial lift trucks. We
compete with a number of companiesin different parts of the world. The majority of these competitors are privately-owned companies
with a strong presencein local and regional markets. A smaller number of these competitors compete with us globally.

In addition, several lift truck manufacturers, who are customers of ours, are also competitorsin varying degrees to the extent that
they manufacture a portion of their load engagement product requirements. Since we offer a broad line of products capable of
supplying a significant part of the total requirements for the entire lift truck industry, our experience has shown that lower costs
resulting from our relatively high unit volume would be difficult for any individual lift truck manufacturer to achieve for most
products. We design and position our products to be the performance and service leadersin their respective product categories and
geographic markets.

Our market share and gross profit throughout the world vary by geographic region due to the different competitive environments
we face in each of these regions. Fluctuations in gross profit within a geographic region over time are generally due to achangein the
competitive environment such as new competitors entering a market or existing entities merging or otherwise leaving the market.
Additionally, cyclical variations in product demand directly affect margins as higher manufacturing volumes generally result in
greater fixed cost absorption and increased gross profit.

A further discussion of the competition in each geographic region follows:

North America—We are the leading manufacturer in North America and the preferred supplier of many OEMs aswell as OEDs
(original equipment dealers) and distributors. We compete in this region primarily with smaller regionally-based companies and a
limited number of smaller foreign competitors. Our leading position has been achieved within the last ten years primarily as the result
of an acquisition which complemented our existing product lines, as well as through our continued focus on providing high quality
products and outstanding customer service.

Europe—While we are also aleading manufacturer in Europe, we compete with one Italian public company and several
privately-owned companies with a strong presence in local and regional markets. Competition in this region is based principally on
price, resulting in lower gross profit.

Asia Pacific—This region includes operations in Japan, Australia, New Zealand, Korea and South Africa. The competitive
environment varies somewhat from country to country, and competitors vary in size from smaller regionally-based private companies
to some larger lift truck manufacturers. In general, we have established a strong presence throughout the region.




China—We have operated in Chinafor over 20 years and have established a strong presence in the lift truck market. Our
competition consists primarily of smaller China-based companies. As aresult of the continued growth in China’ s economy and the
expanded use of lift trucks for various industrial purposes, we have seen in recent years an increase in the number of competitorsin
the Chinese market, including foreign manufacturers from Europe.

Customers

Our products are marketed and sold primarily to lift truck OEDs, OEMs and distributors globally. Our primary markets are North
America, Europe, Chinaand Asia Pacific. In addition to salesto the lift truck market, we sell products to OEMs who manufacture
construction, mining, agricultural and industrial vehicles other than lift trucks.

No single customer accounts for more than 10% of our consolidated net sales. Our salesto OEM customers account for
approximately 40-45% of our consolidated net sales.

Backlog

Our products are manufactured with short lead times of generally less than one month. Accordingly, we do not believe the level
of backlog ordersis asignificant factor in evaluating our overall level of business activity.

Resear ch and Development

Most of our research and development activities are performed at our corporate headquarters in Fairview, Oregon and at our
manufacturing facility in Guelph, Ontario, Canada. Our engineering staff develops and designs substantially all of the products we sell
and is continually involved in devel oping products for new applications. We generally do not consider patents to be important to our
business.

Environmental Matters

From time to time, we are the subject of investigations, conferences, discussions and negotiations with various federal, state,
local and foreign agencies with respect to cleanup of hazardous waste and compliance with environmental laws and regulations. “Risk
Factors’ (Item 1A), Notes to Consolidated Financial Statements (Item 8), “Legal Proceedings’ (Item 3) and “Management’s
Discussion and Analysis of Financial Conditions and Results of Operations’ (Item 7) contain additional information concerning our
environmental matters.

Employees

At January 31, 2007, we had approximately 2,100 full-time empl oyees throughout the world. The majority of these employees
are not subject to collective bargaining agreements. We believe our relations with our employees are excellent.

Construction Attachments

In December 2006, we acquired the assets of PSM, a manufacturer of construction attachments in Woodinville, Washington. The
construction attachments are used on medium and heavy duty construction vehicles used in the infrastructure, demolition, recycling,
forestry, utility and general construction markets. The prevailing levels of commercial, infrastructure and general construction activity
influence sales of these products. Housing construction has less of an overall influence. These products are sold through construction
equipment deal ers and major equipment manufacturers throughout the Western United States. We have approximately 100 employees
working to design, manufacture and market these products.




Foreign Operations

We have substantial operations outside the United States. There are additional business risks attendant to our foreign operations
such as the risk that the relative value of the underlying local currencies may weaken when compared to the U.S. dollar. For further
information about foreign operations, see “Risk Factors’ (Item 1A), “Management’s Discussion and Analysis of Financial Condition
and Results of Operations’ (Item 7) and Notes to Consolidated Financial Statements (Item 8).

Available Information

Our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to reports filed
or furnished pursuant to Sections 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, are available free of charge on or
through our website at www.cascor p.com when such reports are available on the Securities and Exchange Commission (SEC)
website—www.sec.gov. Once filed with the SEC, such documents may be read and/or copied at the SEC' s Public Reference Room at
100 F Street, NE, Washington, D.C. 20549. Information on the operation of the Public Reference Room may be obtained by calling
the SEC at 1-800-SEC-0330.

Item 1A. Risk Factors

In addition to the other information contained in this Form 10-K, the following are certain risks that we believe should be
considered carefully in evaluating Cascade’ s business. Our business, financial condition, cash flows or results of operations could be
meaterially adversely affected by any of these risks. The risks summarized below do not represent an exclusive list, and additional risks
not presently known to the Company or that the Company currently deemsimmaterial may also impair its business and operations.

Economic or industry downturns

Our business has historically experienced periodic cyclical downturns generally consistent with economic cyclesin the markets
in which we operate. The level of sales of our products reflects to a significant extent the capital investment decisions of the customers
who buy our products and the lift trucks and other vehicles, on which our products are used. These customers have had atendency to
delay capital projects, including the purchase of new equipment or expensive upgrades, during industry or general economic
downturns. Past downturns have been characterized by diminished product demand, excess manufacturing capacity and erosion of
gross profit. Therefore, a significant downturn in the markets of our customers, including lift truck manufacturers and to a lesser
extent construction equipment manufacturers, or in general economic conditionsislikely to result in areduction in demand for our
products and could harm our business.

Competition

Our products do not depend upon proprietary technology to any significant degree, and therefore can be subject to intense
competition. The principal methods of competition in our markets are product performance and ease of use, product quality, safety,
customer service and support, product lead times, global reach, brand reputation, breadth of product line and price. Our customers
increasingly demand more technologically advanced and integrated products in certain cases and we must continue to develop our
expertise and technical capabilitiesin order to manufacture and market these products successfully. To retain our competitive position,
we will need to invest continuously in research and devel opment, manufacturing, marketing, customer service and support and our
distribution networks.




Impact of acquisitions

We have at times expanded our business through acquisitions and expect that we will do so in the future if appropriate
opportunities arise. If we are not successful in integrating acquisitions, we may not realize the operating results that we anticipate at
the time of acquisition. Future acquisitions may require usto incur additional debt and contingent liabilities, which may materially and
adversely affect our business, operating results, cash flows and financial condition. The acquisition and integration of businesses
involve a number of risks, including:

Difficulties in matching the business culture of the acquired business with our culture;

Assumption of unexpected liabilities;

Demands on management related to the increase in our size after an acquisition;

Diversion of management’ s attention from existing operations due to the integration of acquired businesses;
Difficultiesin integrating operations and systems,

Difficultiesin the assimilation and retention of employees; and

Difficultiesin retaining customers and integrating customer bases.

Economic, political and other risks associated with international operations

Foreign operations represent a significant portion of our business. We expect revenue from foreign markets to continue to
represent a significant portion of our total sales. As noted in “Properties’ (Item 2), we own or lease facilitiesin many foreign countries
throughout the world. Since we manufacture and sell our products worldwide, our business is subject to risks associated with doing
businessinternationally. Accordingly, our future results could be harmed by a variety of factors, including:

Imposition of foreign exchange controls;

Changesin a specific country’s or region’s palitical or economic conditions, particularly in emerging markets such as Ching;
Foreign currency exchange risks;

Seizure of our property or assets by aforeign government without our consent;

Civil unrest or war in any of the countries in which we operate;

Tariffs, quotas, other trade protection measures and import or export licensing requirements;

Potentially negative consequences from changesin tax laws;

Difficulty in staffing and managing widespread operations;

Differing labor regulations;

Requirements relating to withholding taxes on remittances and other payments by subsidiaries;

Restrictions on our ability to own or operate or repatriate profits from our subsidiaries, make investments or acquire new
businessesin foreign jurisdictions;

Difficulty in enforcement of contractual obligations governed by non-U.S. law;
Unexpected transportation delays or interruptions,
Unexpected changes in regul atory requirements; and

The burden of complying with multiple and potentially conflicting laws.




Foreign currency fluctuations

Changesin economic or political conditionsin any of the countries in which we operate could result in exchange rate
movements, new currency or exchange controls or other restrictions being imposed on our operations.

Fluctuations in the value of the U.S. dollar may adversely affect our results of operations. Because our combined financial results
arereported in U.S. dollars, translation of sales or earnings generated in other currencies into U.S. dollars can result in a significant
increase or decrease in the amount of those sales or earnings. In addition, our debt service requirements are primarily in U.S. dollars,
even though a portion of our cash flow is generated in foreign currencies. Significant changes in the value of these foreign currencies
relative to the U.S. dollar could have a material adverse effect on our financial condition and our ability to meet interest and principal
payments on U.S. dollar-denominated debt.

In addition, fluctuations in currencies relative to currenciesin which our earnings are generated may make it more difficult to
perform period-to-period comparisons of our reported results of operations. For purposes of accounting, the assets and liabilities of our
foreign operations, where the local currency is the functional currency, are translated using period-end exchange rates, and the
revenues, expenses and cash flows of our foreign operations are tranglated using average exchange rates during each period.

In addition to currency trandlation risks, we incur currency transaction risk whenever we enter into either a purchase or asales
transaction using a currency other than the local currency of the transacting entity. Given the volatility of exchange rates, we cannot be
assured that we will be able to effectively manage our currency transaction and/or trandation risks. Volatility in currency exchange
rates may have a material adverse effect on our financial condition or results of operations. We have purchased and may continue to
purchase foreign currency hedging instruments protecting or offsetting positionsin certain currencies to reduce the risk of adverse
currency fluctuations. We have in the past experienced and expect to experience at times in the future a negative impact on earnings as
aresult of foreign currency exchange rate fluctuations.

L oss of senior management

The success of our businessis largely dependent on our senior managers, as well as on our ability to attract and retain other
qualified personnel. Seven members of our senior management team have been with us for over 20 years, including our President and
Chief Executive Officer, Chief Operating Officer and Chief Financial Officer, who have each been with us for over 34 years. Our
current Chief Operating Officer, Terry Cathey, will be retiring in June 2007. The loss of the services of key management personnel or
the failure to attract additional personnel as required could have a material adverse effect on our business, financial condition and
results of operations.

Environmental compliance costs and liabilities

Our operations and properties are subject to stringent U.S. and foreign, federal, state and local laws and regulations relating to
environmental protection. These laws and regulations govern the investigation and clean up of contaminated properties aswell as air
emissions, water discharges, waste management and disposal and workplace health and safety. We can be held responsible under these
laws and regulations no matter if the original actionswere legal or illegal and no matter if we knew of, or were responsible for, the
presence of such hazardous or toxic substances. We could be responsible for payment of the full amount of any liability, whether or
not any other responsible party also isliable.

These laws and regulations affect a significant percentage of our operations, are different in every jurisdiction and can impose
substantial fines and sanctions for violations. Further, they may require substantial clean-up costs for our properties, many of which
are sites of long-standing manufacturing




operations, and the installation of costly pollution control equipment or operational changes to limit pollution emissions and/or
decrease the likelihood of accidental hazardous substance releases. We must conform our operations and properties to these laws and
adapt to regulatory requirementsin all jurisdictions as these requirements change.

We routinely deal with natural gas, oil and other petroleum products. As aresult of our operations, we generate, manage and
dispose of or recycle hazardous wastes and substances such as solvents, thinner, waste paint, waste oil, wash-down wastes and
sandblast material. Hydrocarbons or other hazardous substances or wastes may have been disposed or released on, under or from
properties owned, leased or operated by us or on, under or from other locations where such substances or wastes have been taken for
disposal. These properties may be subject to investigatory, clean-up and monitoring requirements under U.S. and foreign, federa, state
and local environmental laws and regulations.

Fluctuationsin raw material costs and availability

Significant cost increases in raw materials and components or shortages in these items could adversely affect our operating
results and financial condition.

To manufacture our products we purchase raw materials and components, principally rolled bar, plate and extruded steel
products, unfinished castings and forgings, hydraulic cylinders and motors and hardware items such as fasteners, rollers, hydraulic
seals and hose assemblies. The price of steel is particularly significant to our manufacturing costs since most of our products are
manufactured using specialty steel asa primary raw material and specialty steel based components as purchased parts. As aresult, we
are exposed to increases in the market prices of raw materials and components that we may not be able to mitigate by changing the
selling prices of our products or other means.

We may also experience shortages of raw materials and purchased parts, which in certain cases are provided by alimited number
of suppliers. Shortages may require us to curtail production or to devote additional financial resources to maintaining inventories of
raw materials and purchased parts in excess of our normal requirements.

Underfunded benefit plans

Our obligations under our postretirement benefit plan and certain foreign subsidiaries’ defined benefit pension plans are currently
underfunded. At some time in the future we may have to make significant cash payments to fund these plans, which would reduce the
cash available for our business.

Asof January 31, 2007, our projected benefit obligations under our defined benefit pension plans exceed the fair value of assets
by $2.2 million. As of January 31, 2007 our accumulated postretirement benefit obligation under our postretirement benefit plan,
which is not funded, was $7.5 million. The underfunding in our defined benefit pension plansis due in part to fluctuations in the
financial markets that have caused the valuation of the assets to decrease. We expect that any required cash paymentsto our plans that
are not fully funded will be made from future cash flows from operations. If our cash contributions are insufficient to adequately fund
the plans to cover our future obligations, the performance of the assetsin our plans does not meet our expectations or assumptions are
modified, our contributions could be materially higher than we expect. Thiswould reduce the cash available for our business. Changes
in U.S. or foreign laws governing these plans could require us to make additional contributions. During the year ended January 31,
2007, achange to generally accepted accounting principles in the United States required the recording of the full postretirement
benefit plan liability on our consolidated balance sheet. In the future, additional changes could require the recording of additional costs
related to these plans.




Reliance on lift truck dealers

Approximately 55-60% of our products are sold to the end-user customer through retail dealers. Therefore, a significant portion
of our salesis dependent on the quality and effectiveness of these dealers, who are not subject to our control. As aresult, poor
performance by retail lift truck dealers could have a material adverse effect on our business, financial condition, cash flows and results
of operations.

Original equipment manufacturers sourcing practices

We sell 40-45% of our products directly to OEMs, who carry inventories of finished products as part of ongoing operations and
adjust those inventories based on their assessments of future needs. Such adjustments can have an impact on our quarterly results.
Item 1B. Unresolved Staff Comments

None.




Item 2. Properties

We own and lease various types of properties |ocated throughout the world. Our executive offices are located in Fairview,
Oregon. We generally consider the productive capacity of our manufacturing facilities to be adequate and suitable to meet our
requirements. Our primary locations are presented below:

Approximate

Primary Square
Location Activity Footage Status
NORTH AMERICA
Springfield, Ohio Manufacturing 200,000 Owned
Fairview, Oregon Manufacturing/Headquarters 155,000 Owned
Guelph, Ontario Canada Manufacturing 125,000 Owned
Toronto, Ontario Canada Manufacturing 73,000 Leased
Woodinville, Washington Manufacturing 68,000 L eased
Warner Robins, Georgia Manufacturing 65,000 Owned
Findlay, Ohio Manufacturing 52,000 Owned
EUROPE
Almere, The Netherlands Manufacturing/European Headquarters 162,000 Owned
Schalksmuhle, Germany Manufacturing 81,000 Owned
Verona, ltaly Manufacturing 74,000 Leased
Manchester, England Manufacturing 44,000 Owned
LaMachine, France Manufacturing 37,000 Owned
Brescia, Italy Manufacturing 19,000 Owned
Sheffield, England Sales 10,000 L eased
Vaggeryd, Sweden Sales 2,000 L eased
Epignay, France Sales 2,000 Leased
Barcelona, Spain Sales 1,000 L eased
Vantaa, Finland Sales 500 Leased
ASIA PACIFIC
Brisbane, Australia Manufacturing 46,000 Leased
Osaka, Japan Sales/Distribution 16,000 L eased
Inchon, Korea Manufacturing 12,000 Owned
Auckland, New Zealand Saleg/Distribution 9,000 Leased
Johannesburg, South Africa Saleg/Distribution 9,000 Leased
CHINA
Xiamen, China Manufacturing 72,000 L eased
Hebei, China Manufacturing 65,000 Leased
Xiamen, China Manufacturing(1) 78,000 Leased
Hebei, China Manufacturing(1) 88,000 L eased

(1) Facility isunder construction and should be operational in fiscal 2008.




Item 3. L egal Proceedings

Neither Cascade nor any of our subsidiaries are involved in any material pending legal proceedings other than litigation related to
environmental matters discussed below. We are insured against product liability, personal injury and property damage claims, which
may occasionally arise.

On April 9, 2007, we entered into a settlement agreement with Employers Reinsurance Corporation with respect to litigation to
recover various expenses incurred in connection with environmental and related proceedings. The recovery from the settlement, which
is expected to approximate $15.5 million, net of expenses, will be recorded in our consolidated financial statements for the first
quarter of fiscal 2008. This concludes all litigation against our insurance companies with regards to environmental matters.

Item 4. Submission of Mattersto a VVote of Security Holders
None.

Officers of the Registrant

Robert C. Warren, Jr—Chief Executive Officer and President(1)—Mr. Warren, 58, has served as President and Chief
Executive Officer of Cascade since 1996. He was President and Chief Operating Officer from 1993 until 1996 and was formerly Vice
President—M arketing. Mr. Warren joined Cascade in 1972.

Gregory S. Anderson—Senior Vice President—Human Resour ces(1)—Mr. Anderson, 58, has served in his current position
since 2002. He joined Cascade in 1984, and has served as Vice President—Human Resources since 1991.

Richard S. Anderson—Senior Vice President and Chief Financial Officer (1)—Mr. Anderson, 59, has served as Chief
Financial Officer since 2001. Mr. Anderson has been employed by Cascade since 1972 and held several positionsincluding his
appointments as Vice President—Material Handling Product Group in 1996 and Senior Vice President—International in 1999.

Terry H. Cathey—Senior Vice President and Chief Operating Officer (1)—Mr. Cathey, 59, has served as Chief Operating
Officer since 2000. He has been employed by Cascade since 1973 and has held several positions, including his appointments as Vice
President—Material Handling Operations in 1996 and Vice President—Manufacturing in 1993.

HerreY. Hoekstra, Vice President and Managing Director, Eur ope(1)—Mr. Hoekstra, 45, joined Cascade in 2005. Prior to
joining Cascade, Mr. Hoekstra held various management positions with Royal Ten Cate, REMU and Royal Dutch Shell, in The
Netherlands.

Michael E. Kern, Vice President—Sales and M arketing(1)—Mr. Kern, 60, has served as Vice President—Sales and
Marketing since 2003. He has been employed by Cascade since 1966 and has held several positions, including his appointments as
Director of Dealer Marketing and Sales in 2001 and Aftermarket Sales Manager in 1999.

Kevin B. Kreiter, Vice President—Engineering(1)—Mr. Kreiter, 53, has served in his current position since 2006. He has been
employed by Cascade since 1979 and has held several positions within the engineering group.

Jeffrey K. Nickoloff, Vice President—Cor por ate Manufacturing(1)—Mr. Nickoloff, 51, has served in his current position
since 2002. He has held several positions with Cascade, including his appointments as Director of North American Manufacturing in
2000 and Plant Manager in 1993. Mr. Nickoloff joined Cascade in 1979.
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Joseph G. Poainter, Vice President—Finance(1)—Mr. Pointer, 46, has served as Vice President—Finance since 2000. Prior to
joining Cascade in 2000, Mr. Pointer was a partner at PricewaterhouseCoopers LLP in Portland, Oregon.

John A. Cushing—Treasurer—Mr. Cushing, 46, has served as Treasurer since 2001. He previously was Assistant Treasurer
from 1999 until 2001. Prior to joining Cascade in 1999, Mr. Cushing was Assistant Treasurer for Fred Meyer, Inc., aretail company in
Portland, Oregon.

(1) Theseindividuas are considered executive officers of Cascade Corporation.
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PART I
Item 5. Market for Registrant’s Common Equity, Related Stockholder Mattersand I ssuer Purchases of Equity Securities

Asof March 15, 2007, there were 181 sharehol ders of record of Cascade’s common stock including blocks of shares held by
various depositories. It is our belief that when the shares held by the depositories are attributed to the beneficial owners, the total
exceeds 2,000.

Performance Graph

The following graph compares the annual percentage change in the cumulative shareholder return on our common stock with the
cumulative total return of the Russell 2000 Index and an industry group of peer companies, in each case assuming investment of $100
on January 31, 2002, and reinvestment of dividends. The stock price performance shown in the graph below is not necessarily
indicative of future stock price performance. Notwithstanding anything to the contrary set forth in any of our filings under the
Securities Act of 1933 or the Securities Exchange Act of 1934, the stock performance graph shall not be incorporated by reference
into any such filings and shall not otherwise be deemed filed under such acts.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among Cascade Cor poration, The Russell 2000 I ndex
And A Peer Group

2500 -

£500 -

2400 -

$300 1

$200 1

£100

1702 1/03 1104 1/05 1706 107

—&— Cascade Corporalion — & — Russzell 2000 - === Pear Group

*  $100invested on 1/31/02 in stock or index—including reinvestment of dividends. Fiscal year ending January 31.

The peer group comprises the following companies: Actuant Corporation., Alamo Group Inc., Ampco-Pittsburgh Corporation,
Astec Industries, Inc., Columbus-McKinnon Corporation, Gehl Company, Gulf Island Fabrication, Inc., IDEX Corporation, Lindsay
Manufacturing Company, Nordson Corporation.
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Market I nformation

The high and low sales prices of Cascade’s common stock based on intra-day prices on the New Y ork Stock Exchange for each
quarter during the last two fiscal years were as follows:

Year ended January 31

2007 2006
High Low High L ow
First quarter $5396 $37.85 $37.95 $3061
Second quarter 42.17 35.20 45.90 31.00
Third quarter 52.63 35.75 50.58 39.80
Fourth quarter 55.54 47.15 53.80 46.03

Common Stock Repurchase

On September 7, 2006 we announced that our Board of Directors had authorized a share repurchase program of up to $80 million
over atwo-year period. The table below summarizesinformation about our purchases of our common shares during the three months
and year ended January 31, 2007.

Total Number of Maximum Dollar
Shares Value of Shares
Purchased as that May Yet
Average Part of Publicly be Pur chased
Total Number of Price Paid Announced Under the
Period Shar es Pur chased Per Share Plans or Programs Plans or Programs
November 1 - 30, 2006 136,956 $52.23 136,956 $58,934,000
December 1 - 31, 2006 138,488 53.53 138,488 51,521,000
January 1 - 31, 2007 192,997 53.57 192,997 41,182,000
Quarter ended January 31, 2007 468,441 $53.17 468,441
Quarter ended October 31, 2006 288,678 $48.20 288,678
Y ear ended January 31, 2007 757,119 $51.27 757,119

Common Stock Dividends

The common stock dividends declared during each quarter of the last two fiscal years were as follows:

Year ended
January 31
2007 2006

First quarter $0.15 $0.12
Second quarter 0.15 0.12
Third quarter 0.15 0.15
Fourth quarter 0.16 0.15
Tota $0.61 $0.54

Stock Exchange Listing and Transfer Agent
Cascade’ s stock istraded on the New Y ork Stock Exchange under the symbol CAE.

Cascade' sregistrar and transfer agent is Mellon Shareholder Services, L.L.C., Shareholder Relations, P.O. Box 3315, South
Hackensack, N.J., 07606, (800) 522-6645.
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Item 6. Selected Financial Data

The following selected financia data should be read in conjunction with Cascade' s consolidated financial statements and
accompanying notes contained in Item 8 of this Form 10-K.

Year Ended January 31
2007 2006 2005 2004 2003
(In thousands, except per share amounts and employees)

Income statement data:

Net sales $478,850 $450,503 $385,719 $297,756 $258,829
Operating income $ 68351 $ 63894 $ 47,777 $ 32,025 $ 32,744
Net income $ 45481 $ 42,051 $ 28490 $ 18506 $ 17,707
Cash flow data:

Cash flows from operating activities $ 57,109 $ 50425 $ 37,808 $ 26241 $ 23,941
Cash flows from investing activities $(33582) $(31,723) $(14,857) $(19.612) $ (7,718)
Cash flows from financing activities $(22,153) $(13,191) $(16,892) $ (14,715) $(18,056)
Stock information:

Basic earnings per share $ 364 $ 340 $ 234 $ 15 $ 155
Diluted earnings per share $ 348 $ 327 $ 224 $ 149 $ 145
Book value per common share(1) $ 2251 $ 2069 $ 1782 $ 1518 $ 1270
Dividends declared $ 061 $ 054 $ 045 $ 041 $ 010
Balance sheet information:

Cash and marketable securities $ 36593 $ 58497 $ 31,985 $ 31,586 $ 29,501
Working capital (2) $113130 $124962 $ 94154 $ 81,720 $ 71,201
Property, plant and equipment, net $ 84151 $ 75374 $ 82027 $ 75244 $ 65,863
Total assets $397,432 $361,283 $328,092 $292,819 $262,317
Total debt(3) $ 51,119 $ 29,922 $ 40,564 $ 53934 $ 63,851
Shareholders’ equity $271,636 $259,406 $217,883 $183,688 $144,748
Other:

Capital expenditures $ 18078 $ 10580 $ 13581 $ 11,403 $ 10,665
Depreciation $ 13753 $ 14562 $ 13912 $ 12,152 $ 10,532
Amortization $ 1472 $ 1443 $ 658 $ 512 $ 261
Share-based compensation expense $ 4033 $ 2278 $ 2492 $ — $ —
Interest expense, net of interest income $ 400 $ 1762 $ 3008 $ 3554 $ 4,228
Diluted weighted average shares outstanding 13,071 12,850 12,726 12,409 12,194
Number of employees 2,100 1,900 1,800 1,700 1,500

(1) Defined as equity divided by number of common shares outstanding at year end.
(2) Defined as current assets less current liabilities.
(3) Includes notes payable to banks and current and long-term portion of debt.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Thefollowing isadiscussion and analysis of certain significant factors that have affected our financial condition as of
January 31, 2007, and the results of operations and cash flows for the fiscal years ended January 31, 2007, 2006 and 2005. This
information should be read in conjunction with our consolidated financial statements and notes thereto under Item 8, “Financial
Statements and Supplementary Data’ of this report.

OVERVIEW

Our businesses globally manufacture and distribute material handling load engagement products primarily for the lift truck
industry and to alesser extent the construction industry. We operate our business in four geographic segments: North America,
Europe, Asia Pacific and China. A further discussion of the nature of our businessis contained in Item 1, “Business’ of this report.

RECENT TRENDS AND DEVELOPMENTSAFFECTING OUR RESULTS

Expansion in China

We have moved forward with a major expansion of our operations in China. The objectives of this expansion are to keep pace
with the rapidly expanding Chinese lift truck market, expand our business in the Asia Pacific region and provide production capacity
to begin exporting Chinese-made products to other parts of the world. During fiscal 2007 we invested $9 million and plan to invest
another $5 million by the end of fiscal 2008. Our expansion to date has included the following:

e Equipment and production process upgrades at our existing facility in Xiamen—Thiswill allow usto produce a wider
selection of products for sale both within China and to the Asia Pacific region. Along with these upgrades we are al'so
increasing our efforts to source more materials and components from within China.

e Construction of afork manufacturing facility in Xiamen—Fork products manufactured at this facility will be exported to
Europe to supplement our existing manufacturing capabilities in that region. We expect to begin production of forks at this
location by the second quarter of fiscal 2008.

e Construction of afork manufacturing facility in Hebei—Fork products manufactured at this facility and the existing fork
facility in Hebei will be sold within China and the Asia Pacific region. The new facility is expected to begin production by the
second quarter of fiscal 2008.

In addition to the capital investment in China, we are taking other steps to build the infrastructure to support the expanded
operations. Thisincludes administrative and engineering staff and information systems.

Use of Available Cash and Liquidity Position
During fiscal 2007 we initiated several steps which impact the utilization of available cash and our current liquidity situation:
¢ During the third quarter of fiscal 2007 we began a share repurchase program of up to $80 million. Through March 19, 2007 we

have purchased 1,063,000 shares of common stock for $56 million. Total shares purchased through January 31, 2007 are
disclosed in Item 5, Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity

Securities.

e The acquisition of the assets of PSM for approximately $40 million was thefirst step in our expansion into the construction
attachment industry.
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e Aspreviously discussed, our China expansion has required an investment of $9 million in fiscal 2007 and is expected to
require an additional $5 million in fiscal 2008.

These steps have reduced our overall net cash (cash/investments less long-term debt) in the short-term. However, if cash
generated from operations continues at its present level, we will consider other ways to utilize available cash over the long-term.

Acquisition Strategy

Thefirst step in our strategy to expand our North American business into attachments for construction vehicles was the
acquisition of the assets of PSM in December 2006. We are also currently investigating opportunities to expand the business through
additional acquisitions. Given the regional nature of these businesses, we would anticipate these acquisitions would be in areas of the
United States outside of the Pacific Northwest. Our long-term plans are to devel op this businessin China as well.

European Business

After several years of marginal or no growth, the overall lift truck industry in Europe was strong in fiscal 2007, with shipments
increasing 15% over fiscal 2006. Although industry growth was strong, our overall financial results in Europe for the year were
disappointing in terms of sales growth and overall profitability. We continue to believe that improving our operational performance
and increasing our market share in Europe, the world' s largest lift truck market, is our highest priority. We are planning and
continuing to evaluate additional changes to our European business. These include efforts to realign our European sales force and
expand resources available to focus on the growing Eastern European market, import fork products from China and efforts to focus on
purchasing improvements and streamlining manufacturing operations and administrative functions.

Global Product Sourcing

Recent changes in the lift truck industry in Europe, including the sale of alift truck division by one of Europe’slargest lift truck
manufacturers and the continued globalization of business, are affecting the dynamics and business model previously used by global
lift truck manufacturers. Whereas the previous practice was to source products locally or regionally, the current trend is to look more
towards global sourcing. As previously noted a portion of our expansion in Chinaisto produce forks for export into the European
market. We believe thisis the first step to address what will be a growing trend in the coming years. We believe we are well
positioned to take advantage of this trend.

COMPARISON OF FISCAL 2007 AND FISCAL 2006

Executive Summary

Year Ended January 31
2007 2006 Change Change %
(I'n thousands except
per share amounts)

Net sales $478,850 $450,503 $28,347 6%
Operating income $ 68351 $ 63894 $ 4,457 7%
Net income $ 45481 $ 42051 $ 3430 8%
Diluted earnings per share $ 348 $ 327 $ o021 6%

During fiscal 2007 we posted record levels of consolidated net sales, operating income and net income. This reflects the strength
of lift truck markets throughout the world, where shipments were up 12%. Financial results in both North America and Chinawere
very strong. Asia Pacific's operating income fell short of the prior year. Europe had record net sales but incurred an operating loss.

16




North America

Year Ended January 31

2007 % 2006
(In thousands)
Net sales $ 263,312 100%$ 250,576
Cost of goods sold 160,502  61% 152,707
Gross profit 102,810 39% 97,869
Selling and administrative 46,015 18% 44,672
L oss on disposition of assets 16 4
Amortization 598 151
Operating income $ 56181 2103$ 53042

Thefollowing are financial highlights for North Americain fiscal 2007 as compared to the prior year:

% Change Change %
100% $ 12,736 5%
61% 7,795 5%
39% 4,941 5%
18% 1,343 3%
12
M
21%3$ 3,139 6%

¢ Higher sales are the result of increased volumes of shipments. Foreign currency changes accounted for less than 1% of the

increase.

e North Americalift truck industry shipments from 2006 to 2007 increased 4%. We have found that lift truck industry statistics
provide an indication of the direction of our business activity. However, changesin our net sales do not correspond directly to
the percentage changesin lift truck industry shipments. We believe we have maintained our overall existing market sharein

North America during fiscal 2007.

¢ Gross profit percentages remained consistent during fiscal 2007 and 2006. We have been able to offset the effect of general

and material cost increases through either cost reduction activities or sales price increases.

¢ Selling and administrative costs increased primarily due to additional share-based compensation costs.

e Higher amortization costsin fiscal 2007 relate to amortization of intangible assets related to our acquisition of assets of PSM

in December 2006.

Europe
Year Ended January 31
2007 % 2006 % Change Change %
(In thousands)

Net sales $ 137,755 100% $ 132,213 100%$ 5,542 4%
Cost of goods sold 115114  84% 108,467  82% 6,647 6%
Gross profit 22641 16% 23746  18% (1,105) (5%)
Selling and administrative 23371 17% 22033 17% 1,338 6%
Loss (gain) on disposition of assets (588) 441 (1,029)
Amortization 851 1,264 1% (413)
Operating income (10ss) $ (993)  (1%) $ 8 $ (1,001)

Thefollowing are financia highlights for Europe in fiscal 2007 as compared to the prior year:

e Salesincreased 2% due to increased shipment volumes, excluding currency changes. European lift truck industry shipments
increased 15% in fiscal 2007. In comparing our sales growth to the current industry statistics, we believe we lost market share

in Europe in fiscal 2007.
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e Our gross profit percentage in fiscal 2006 included restructuring costs of $2.0 million related to the closure of a manufacturing
facility in The Netherlands. Excluding these costs our fiscal 2006 gross profit percentage was 19%. The decrease in our fiscal
2007 gross profit is due to additional costs, including production inefficiencies at multiple manufacturing facilities and general
Ccost increases.

e Excluding currency changes, selling and administrative costs increased 2% primarily due to additional sales and marketing
costs. Fiscal 2006 costs aso included $415,000 of restructuring costs.

e Gain on the disposition of assetsin fiscal 2007 relates to the sale of a manufacturing facility in The Netherlands.
e Amortization costs decreased due to additional amortization of intangible assetsin Italy during fiscal 2006.

European Initiatives

Our performance in Europe continues to fall below our expectations, especially in light of a strong European lift truck market.
Thisbeing said we still feel our initiatives, which were commenced in the prior year, will over the long-term allow usto achieve
improved financial results. We have provided below an overview of these initiatives, our progress to date and additional changes
planned in the upcoming year:

e The developing focus by lift truck manufacturers on global low cost sourcing and our expanded manufacturing capabilitiesin
Chinawill allow usto begin importing Chinese-made products into Europe in fiscal 2008. Thiswill require additional
rationalization of our existing European fork production facilities and expansion of our distribution capabilities. We believe we
are well positioned in comparison with other European competitors to meet the demands of the currently changing market.

¢ We are continuing with efforts to realign the European sales force and modifying our marketing strategy. Thisincludes
expanding resources into the Eastern European market, which includes Poland, Czech Republic and Turkey. In addition, we
are expanding the management team to strengthen our capabilitiesin our European production operations.

e Weare continuing our effortsto focus on operational excellence, which includes product quality, on-time deliveries, review of
procurement policies and practices and devel opment of products specific to the European market. This includes the utilization
of externa consultants as needed.

Asia Pacific
Year Ended January 31
2007 % 2006 %  _Change Change %
(In thousands)

Net sales $ 48256 100%$ 45471 100% $ 2,785 6%
Cost of goods sold 36,163  75% 33,077  73% 3,086 9%
Gross profit 12,093 25% 12,394  27%  (301) (2%)
Selling and administrative 8225 17% 7,803 17% 422 5%
Gain on disposition of assets (17) (65) 438
Amortization 19 — 19

Operating income $ 3,866 8%$ 4656 10%$ (790) (17%)
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The following are financial highlightsfor Asia Pacific in fiscal 2007 as compared to the prior year:

e Strong lift truck marketsin Korea and Japan supported our higher saleslevelsin fiscal 2007. Excluding currency changes, net
salesincreased 7%. Lift truck industry shipmentsin Asia Pecific increased 7% in fiscal 2007.

e Gross profits were down 2% over the prior year due primarily to higher material costs.

¢ Selling and administrative costs increased, excluding currency changes. Thisincrease is due to additional personnel, marketing
and employee benefit expenses.

China
Year Ended January 31
2007 % 2006 %  _Change Change %
(In thousands)
Net sales $ 29527 100% $ 22,243 100% $ 7,284 33%
Cost of goods sold 17,091 58% 13,523  61% 3,568 26%
Gross profit 12436  42% 8,720 39% 3,716 43%
Selling and administrative 3,098 11% 2499 11% 599 24%
Loss on disposition of assets 37 5 32
Amortization 4 28 (24)
Operating income $ 9297 3100$ 6188 289 $ 3,109 50%

Thefollowing are financial highlights for Chinain fiscal 2007 as compared to the prior year:

e Net salesincreased consistent with the continued growth of the Chinese economy. Lift truck shipmentsin Chinaincreased
33% in fiscal 2007.

e Gross profit percentages increased 3% in fiscal 2007. These increasing margins reflect the benefits from certain production
process improvements implemented in Xiamen in fiscal 2007 and the additional sourcing of certain raw materials and
components from within China.

¢ Sdlling and administrative costs have increased due to additional costs, primarily professional fees and other general costs, to
support our expanding operations in China. As a percentage of net sales these costs are consistent with the prior year.

Non-Operating Items

Our interest expense in fiscal 2007 decreased 16% in comparison with fiscal 2006. The reduction reflects our scheduled paydown
of long-term debt in November 2006. See “Financial Condition and Liquidity” for additional discussion of Company debt levels and
payments. We anticipate an increase in interest expense as we borrow against our credit facility for various initiatives.

Consolidated interest income increased $915,000 through increased investing activity and higher interest ratesin fiscal 2007.

Our effective tax rate for fiscal 2007 increased to 34% in comparison to 32% in fiscal 2006. Thisincrease is due to the reduced
tax benefits from international financing and the discontinued special deduction for U.S. export sales, combined with the utilization of
previously recorded foreign tax credits.
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Lift Truck Market Outlook

Based on our review of industry statistics and data we believe the general lift truck market outlook for fiscal 2008 is as follows:

e The North American market in fiscal 2008 will be at the business levels experienced in fiscal 2007.

e Europe'slift truck industry is expected to grow at a modest rate for fiscal 2008.

e The market in Asia Pacific is expected to remain at the current levels through the remainder of fiscal 2008.

e Themarket in Chinais expected to continue to experience strong growth through the remainder of fiscal 2008.

Fourth Quarter Results (2007/2006)

Net sales
Cost of goods sold
Gross profit

Selling and administrative expenses
Loss on disposition of assets
Amortization

Operating income

Interest expense, net
Other income, net

Income before taxes
Provision for taxes

Net income

Diluted earnings per share

Operating income (loss) by region:
North America

Europe

Asia Pecific

China

Three Months Ended January 31

2007

$ 118,891

83,406
35,485

21,130

20

497

13,838
338

(864)

14,364

4,123

&

$

10,241

0.80

11,235
(1,017)
1,231
2,389

13,838

% 2006 % Change Change %
(In thousands)

100% $ 108,423 100% $ 10,468 10%
70% 76577  71% 6,829 9%
30% 31,846  29% 3,639 11%
18% 20,674  19% 456 2%
= 292 — (272) —
— 248 — 249 100%
12% 10,632 10% 3,206 30%
— 161 — 177 110%
— (26) — (838) —
12% 10,497 10% 3,867 37%

3% 2,232 2% 1,891 85%

9% $ 8,265 8%$ 1976 24%
$ 063

$ 11,384 $ (149 (%)

(2,244) 1,127 53%

445 786 177%

947 1,442 152%

$ 10,632 $ 3206 30%

Thefollowing are financial highlights from the fourth quarter of fiscal 2007:

e Sales growth, excluding currency changes, was 10% in Europe, 13% in Asia Pacific and 44% in China. North America’s net
sales, excluding $2 million of sales related to the PSM acquisition, decreased 2%. Prior year fourth quarter salesin North
Americawere very strong. We do not believe the decrease in salesin North Americais an indication of any loss of market

sharein theregion.

¢ Our overal gross profit in Europe was consistent with the prior year after excluding the restructuring costs from the closure of

afacility in The Netherlands incurred in the prior year.
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¢ Sdlling and administrative costs decreased 2% after excluding currency changes. This decrease is due to lower consulting and
genera costsin Europe and lower personnel and warranty costsin North America.

e The decrease in Europe’ s operating lossis primarily due to $781,000 of additional restructuring costs incurred in fiscal 2006.

¢ Increasesin operating income in the Asia Pacific and Chinaregions are aresult of strong lift truck markets and higher gross
profits. The improved results reflect the benefits of our China expansion, both in terms of lower production costs and the
distribution of Chinese-made products to the Asia Pacific region.

e The effective tax rate in the fourth quarter of fiscal 2007 was 29% as compared to 21% in the prior year. The current quarter
rate reflects the benefit of an income tax refund received in Chinarelated to the recapitalization of our Chinese subsidiary. The
prior quarter rate reflected the release of certain valuation allowances.

COMPARISON OF FISCAL 2006 AND FISCAL 2005
Executive Summary

Year Ended January 31
2006 2005 Change Change %
(I'n thousands except
per share amounts)

Net sales $ 450503 $ 385719 $ 64,784 17%
Operating income $ 6384 $ 47,777 $ 16,117 34%
Net income $ 42051 $ 28490 $ 13,561 48%
Diluted earnings per share $ 327 % 224 $ 103 46%

We experienced strong sales growth in all regionsin fiscal 2006. Globally forklift truck shipments were up 10%. The net sales
increase is due to higher sales volumes and the full year’ s effect of price increases made throughout fiscal 2005. The increasein
operating income is primarily due to higher sales levels as gross profit remained consistent with the prior year. A lower effective tax
ratein fiscal 2006 contributed to a higher level of net income.

North America

Year Ended January 31

2006 % 2005 % Change Change %
(In thousands)

Net sales $ 250576 100%$ 208,553 100% $ 42,023 20%
Cost of goods sold 152,707  61% 128,175  61% 24,532 19%
Gross profit 97,869 39% 80,378 39% 17,491 22%
Selling and administrative 44672  18% 43661 21% 1,011 2%
Loss on disposition of assets 4 70 (66)
Amortization 151 145 6

Insurance litigation recovery — (2,300) 1,300
Environmental expense — 155 (155)
Operating income $ 53042 2194$ 37647 189 % 15395 41%

We experienced a net sales increase of $42 million or 20% in North Americafor fiscal 2006. The increase is due to higher
volumes of shipments and the full year’'s benefit of price increases made in fiscal
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2005. Foreign currency fluctuations between the U.S. and Canadian dollar accounted for 1% of the increase in net sales. North
American lift truck industry shipments from 2005 to 2006 increased 11%. We believe we maintained or increased our market share in
North America during fiscal 2006.

Gross profit percentages in North Americawere 39% for both fiscal 2006 and 2005. We were essentially able to offset any
general cost or material price increases with either cost reductions or sales price increases. We were affected by higher raw material
costs and the sale in the United States of certain products manufactured in Canada. Sales of these productsare in U.S. dollars but a
significant portion of the costs are in Canadian dollars. The value of the U.S. dollar against the Canadian dollar decreased 9% in fiscal
2006.

Selling and administrative costs for fiscal 2006 increased 2% or $1.0 million over fiscal 2005. Excluding the effects of currency
changes, these costs increased 1% or $491,000, due to miscellaneous general cost increases.

Fiscal 2005 resultsinclude income of $1.3 million related to the settlement of insurance litigation.

Europe
Year Ended January 31
2006 % 2005 % Change Change %
(In thousands)

Net sales $ 132,213 100% $ 118,723 100% $ 13,490 11%
Cost of goods sold 108,467 82% 95,094  80% 13,373 14%
Gross profit 23,746  18% 23,629 20% 117 0%
Selling and administrative 22,033 17% 23574  20% (1,541) (7%)
Loss (gain) on disposition of assets 441 (71) 512
Amortization 1,264 1% 485 0% 779
Operating income (loss) $ 8 $ (359) $ 367

Net sales in Europe for fiscal 2006 increased 11% to $132.2 million. Absent changes in foreign currency rates our net sales
increased 13% in fiscal 2006. Thisincrease was primarily the result of increased shipments and to a lesser extent sales price increases.
Our sdlesin Europe for fiscal 2006 benefited from consistent demand in the lift truck market and additional production capacity from
acquisitions, in particular from the purchase of amajor German competitor in late fiscal 2005. European lift truck shipmentsin fiscal
2006 increased 3% over fiscal 2005.

The gross profit percentage in Europe fell from 20% in fiscal 2005 to 18% in fiscal 2006. The decrease is due primarily to $2.0
million of costs related to the closure of a manufacturing facility in The Netherlands as discussed below. The remainder of the
decrease is due to additional maintenance and temporary labor costs in Germany.

During the third quarter of fiscal 2006, we closed our manufacturing facility in Hoorn, The Netherlands. At January 31, 2006 all
production operationsin Hoorn were integrated into other manufacturing facilitiesin Almere, The Netherlands and Verona, Italy. This
closure allowed us to eliminate excess capacity for attachment products. The total direct costs for the plant closure of $2.0 million
consisted of $1.0 million of employee termination costs and $1.0 million of costs to move production equipment. These costs are
recorded in cost of goods sold. The liability recorded on the January 31, 2006 consolidated balance sheet related to the plant closureis
not material. The consolidated balance sheet at January 31, 2006 includes current assets of $730,000 which represent property and
equipment held for sale from the closure of the Hoorn facility.
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European selling and administrative costs decreased 7% in fiscal 2006. Foreign currency fluctuations made up 1% of the
decrease. The decrease is due to several factors, including lower warranty costs, reduced spending on information technology
consulting and other general cost reductions. Fiscal 2006 costs also include $415,000 of costs related to employee terminations and
closure of a German sales office.

Amortization costs increased in fiscal 2006 due to additional amortization of intangible assetsin Italy.

Asia Pacific
Year Ended January 31
2006 % 2005 % Change Change %
(In thousands)

Net sales $ 45471 100% $ 39,095 100% $ 6,376 16%
Cost of goods sold 33,077 73% 27900 71% 5177 19%
Gross profit 12394  27% 11,195 29% 1,199 11%
Selling and administrative 7,803 17% 6,813 18% 990 15%
Gain on disposition of assets (65) (2) (63)

Operating income $ 4656 100p$ 4384 1196$ 272 6%

Asia Pacific net sales grew 16% to $45.5 million in fiscal 2006. Excluding currency changes, net sales increased 14%. The
increase is due primarily to higher salesin Japan and Australia. Lift truck shipmentsin Asia Pacific increased 10% in fiscal 2006 over
fiscal 2005.

The gross profit percentage dropped from 29% in fiscal 2005 to 27% in fiscal 2006. The decrease is due primarily to lower
marginsin Japan resulting from higher material costs and a change in product mix.

Selling and administrative costs in Asia Pacific for fiscal 2006 increased 15% over fiscal 2005. Excluding the effect of foreign
currency changes, the increase was 13% from fiscal 2005. The increase is due to additional bad debt expenses, employee benefit costs
and other general cost increases.

China
Year Ended January 31
2006 % 2005 %  _Change Change %
(In thousands)
Net sales $ 22243 100% $ 19,348 100% $ 2,895 15%
Cost of goods sold 13523 61% 11,368  59% 2,155 19%
Gross profit 8,720 39% 7,980 41% 740 9%
Selling and administrative 2,499 11% 1,841 10% 658 36%
Loss on disposition of assets 5 6 Q)
Amortization 28 28 —
Operating income $ 618 28%% 6105 319$ 83 1%

Net salesin Chinaincreased 15% to $22.2 million in fiscal 2006. Our net sales growth is consistent with the expansion of the
Chinese economy. Lift truck shipmentsin Chinaincreased 11% in fiscal 2006.

Our gross profit percentage in China decreased to 39% in fiscal 2006. We are seeing more competition in our efforts to maintain
and expand our market sharein China. We also had a higher percentage of OEM product salesin fiscal 2006, which have lower gross
profits.

Asapart of our overal capital expansion plan in China, we are currently taking steps to upgrade equipment and further develop
our manufacturing processes at our facility in Xiamen, China.
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Selling and administrative costs in China have increased 36% in fiscal 2006. These increases are due to additional employee
benefit costs, professional fees and bad debt expenses.

Non-Operating Items

Our interest expense in fiscal 2006 decreased 23% in comparison with fiscal 2005. The reduction reflects lower debt levels due to
our scheduled paydown of long-term debt.

Consolidated interest income increased $417,000 through increased investing activity in fiscal 2006.

Our effective tax rate for fiscal 2006 decreased to 32% in comparison to 37% in fiscal 2005. This decrease was due to the release
of valuation allowances against certain foreign subsidiary capital losses and accruals, as well as higher levels of pre-tax incomein
lower tax jurisdictions of foreign entities. These benefits were reduced by the recording of additional valuation allowances against
certain foreign subsidiary net operating losses.

CASH FLOWS

The statements of cash flows reflect the changes in cash and cash equivalents for the three years ended January 31, 2007 by
classifying transactions into three major categories of activities. operating, investing and financing.

Operating

Our main source of liquidity is cash generated from operating activities. This consists of net income adjusted for noncash
operating items such as depreciation and amortization, share-based compensation, gains and losses on disposition of assets and
deferred income taxes, as well as changes in operating assets and liabilities.

Net cash provided by operating activities was $57.1 million in fiscal 2007 as compared to $50.4 million in fiscal 2006. The
increase in fiscal 2007 was due to higher levels of net income and share-based compensation and a decrease in inventory, excluding
the impact of foreign currency. These changes were offset by an increase in accounts receivable and prepaid expenses and a decrease
in accounts payable and accrued expenses.

Our net cash provided by operating activities increased to $50.4 million in fiscal 2006 from $37.8 million in fiscal 2005. The
increase in fiscal 2006 was due to higher levels of net income and depreciation and amortization.

I nvesting

The principal recurring investing activities are capital expenditures. These expenditures are primarily for equipment and tooling
related to product improvements, more efficient production methods and replacement for normal wear and tear. Capital expenditures
by geographic segment were as follows (in thousands):

Year ended January 31

2007 2006 2005
North America $ 6174 $ 5923 $ 8101
Europe 2,469 3,189 4,640
Asia Pacific 481 336 301
China 8,954 1,132 539

$18,078 $10580 $13581
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China' s capital expenditures for fiscal 2007 include costs related to the construction of two new manufacturing facilities. These
facilities are expected to be operational by the second quarter of fiscal 2008. We expect to make additional investmentsin China of up
to $5 million related to the expanded operations.

We believe the level of capital expendituresis sufficient to meet operational requirements. We expect capital expendituresin
fiscal 2008, including capital expendituresin China, to be approximately $20 million.

We held marketable securities of $23 million at January 31, 2006. We held no marketable securities at January 31, 2007. These
securities consisted of auction rate and variable rate demand notes issued by various state agencies throughout the United States. We
classified these securities as available-for-sal e securities. These securities were insured either through third party agencies, reinsured
through the U.S. federal government or secured by aletter of credit from a bank. There were no realized or unrealized gains or l0sses
related to our marketable securities during the fiscal years ended January 31, 2007, 2006 and 2005. The securities held at January 31,
2006 were long-term instruments maturing through 2039; however, the interest rates and maturities were reset approximately every
month, at which time we could sell the securities. Accordingly, we classified the securities as short-term in the consolidated balance
sheet. Interest rates on the securities ranged from 3.0% to 4.3% per annum.

During fiscal 2007, we purchased the assets of PSM, a manufacturer of construction attachments located in Woodinville,
Washington. The total purchase price for the assets was approximately $40.3 million, net of assumed liahilities.

During fiscal 2005, we completed the acquisition of the assets of Falkenroth Foerdertechnik, GmbH in Schalksmuhle, Germany.
The aggregate purchase price paid in cash for Falkenroth, net of assumed liabilities, was $6.2 million.

Proceeds from the sale of securities received as areversion from a pension plan terminated in 1997 were $1.0 million during
fiscal 2005.
Financing

We continue to make our annual $12.5 million senior notes payment, with the final payment to be made during the fourth quarter
of fiscal 2008. To fund various initiatives, we entered into a $125 million credit agreement during the fourth quarter of fiscal 2007.
Net borrowings against this line of credit was $34 million as of January 31, 2007.

During the third quarter of fiscal 2007, we started a program to repurchase common stock of up to $80 million over a two-year
period. As of January 31, 2007 we repurchased 757,000 shares for $36.5 million, net of $2.3 million recorded as aliability on our
consolidated balance sheet.

We declared dividends of $0.61, $0.54 and $0.45 per sharein fiscal 2007, 2006, and 2005, respectively. Cash paid for dividends
was $7.6 million, $6.7 million, and $5.5 million in fiscal 2007, 2006 and 2005, respectively.

The issuance of common stock related to the exercise of share-based awards generated $3.4 million, $2.8 million and $1.6
million of cash in fiscal 2007, 2006 and 2005, respectively.
FINANCIAL CONDITION AND LIQUIDITY

Working capital, defined as current assets less current liabilities at January 31, 2007 was $113.1 million as compared to $125.0
million of working capital at January 31, 2006. Our current ratio, defined as current assets divided by current liabilities, at January 31,
2007 was 2.6 to 1 in comparison to 2.9 to 1 at January 31, 2006.
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Total outstanding debt, including notes payable to banks, at January 31, 2007 was $51.1 million in comparison with $29.9
million at January 31, 2006. Our debt agreements contain covenants relating to net worth and leverage ratios. We are in compliance
with debt covenants at January 31, 2007. Borrowing arrangements currently in place with commercia banks provide available lines of
credit totaling $125 million. As of January 31, 2007, we had outstanding borrowings of $34 million, with an additional $3.2 million
committed through the issuance of letters of credit. Average interest rates on notes payable to banks were 4.9% at January 31, 2007
and 3.0% at January 31, 2006.

We believe our cash and cash equivalents, existing credit facilities and cash flows from operations will be sufficient to satisfy our
expected working capital, capital expenditure and debt retirement requirements for fiscal 2008.

OTHER MATTERS

Asof January 31, 2007, we maintain defined benefit pension plansin England and France covering certain employees. We
calculate the net periodic pension costs related to our defined benefit plans on an annual basis. We have recorded a minimum pension
liability, net of tax, of $1.5 million at January 31, 2007 to reflect the extent our pension liability exceedsthe fair value of plan assets.
The unrecognized loss for al defined benefit plans of $2.2 million at January 31, 2007 will continue to be recognized over the
remaining service period of the employees. The combined accumulated pension obligation and unfunded benefit obligation for our
defined benefit plans at January 31, 2007 is $9.8 million and $2.2 million, respectively. We have recorded the unfunded benefit
obligation, the minimum pension liability, asaliability and reduction in shareholders' equity on the consolidated balance sheet at
January 31, 2007.

We maintain a postretirement health care benefit plan in the United States consisting of health care coverage for approximately
180 eligible retirees and qualifying dependents. Another 117 current employees, all over 52 years of age, will be eligible to participate
upon retirement. No additional employees will be eligible to participate in the plan. The postretirement plan is currently unfunded with
an accumulated postretirement benefit obligation of $7.5 million at January 31, 2007. During fiscal 2007 we adopted SFAS No. 158,
“Employers Accounting for Defined Benefit Pension and Other Postretirement Plans—an amendment of FASB Statements No. 87,
88, 106 and 132 (R)" that required us to record a minimum postretirement liability, net of tax, of $657,000 at January 31, 2007. See
“Recent Accounting Pronouncements’ for additional information. We have recorded the unfunded benefit obligation as aliability and
the minimum postretirement liability as areduction in shareholders' equity on the consolidated balance sheet at January 31, 2007.
During fiscal 2007 our cost for the plan increased due to increasing health care costs, however the January 31, 2007 benefit obligation
decreased compared to January 31, 2006 due to an increase to the discount rate and a reduction in the number of participants covered
under the plan. The actual increases in health care costs in recent years have been in excess of our assumed trend rates. We have
implemented significant increases in the level of contributions required from eligible retirees and qualifying dependents to mitigate the
overall cost of the plan. In addition, recent changes in Medicare laws have reduced overall plan costs. Due to the continued trend of
increasing health care costs the overall cost of the plan may continue to rise in future years. We will continue to investigate various
options with this plan and our defined benefit plans to mitigate future cost increases. We currently have no plansto fund our
postretirement plan.

We are currently engaged in ongoing environmental remediation efforts at both of our Fairview, Oregon and Springfield, Ohio
manufacturing facilities. Current estimates provide for some level of remediation activitiesin Fairview through 2019 and Springfield
through 2013. Costs of certain remediation activities at the Fairview facility are shared with The Boeing Company, with Cascade
paying 70% of actual remediation costs. During fiscal 2007, the environmental liability decreased due to ongoing payments at both the
Fairview and Springfield sites. No other adjustments to the liability were deemed necessary. The liability for all ongoing remediation
effortsis $6.9 million and $7.9 million at January 31, 2007 and 2006,
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respectively. The accrued environmental expenses recorded as a current liability of $1.0 million on the consolidated balance sheet at
January 31, 2007 represent our estimated cash expenditure for ongoing remediation activities for the fiscal year ending January 31,
2008.

The following summarizes our contractual obligations and commitments as of January 31, 2007:

Payment due by period

Lessthan 2-3 4-5 Greater than
Total 1year years years Syears
(I'n thousands)
Notes payable to banks $ 4546 $ 4546 $ — $ — $ —
Long-term debt 46,573 12,573 — 34,000 —
Estimated interest payments 11,137 2,897 4,120 4,120 —
Operating leases 9,030 2,887 4,289 1,854 —
Defined benefit pension obligations(1) 9,899 629 1,247 952 7,071
Postretirement benefit obligation(2) — — — — —
Total $81,185 $23532 $9656 $40,926 $ 7,071

(1) Represents committed and current minimum funding requirements for all plans. The total payments due in the future may vary
from these estimates based on actual returns on plan assets, changes in assumptions, plan modifications and actuarial gains and
losses. See additional discussion of these key assumptions and estimatesin “ Critical Accounting Policies and Estimates’ below
and Note 8 to Consolidated Financial Statements (Item 8).

(2) Our postretirement benefit obligation related to healthcare coverage for certain retired employees is funded on a pay-as-you-go
basis. Payments under the plan are not included herein. See “ Critical Accounting Policies and Estimates’ below and Note 8 to
Consolidated Financial Statements (Item 8).
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CRITICAL ACCOUNTING POLICIESAND ESTIMATES

Management’ s discussion and analysis of our financial condition and results of operationsis based on our consolidated financial
statements, which have been prepared in accordance with generally accepted accounting principlesin the United States of America
(GAAP). The preparation of these financial statements requires us to make estimates and judgments that affect the reported amounts
of assets, liabilities, revenues and expenses and the disclosure of contingent assets and liabilities. We evaluate our estimates and
judgments on an on-going basis, including those related to uncollectible receivables, inventories, impairment of goodwill, warranty
obligations, environmental liabilities, benefit plans, share-based compensation and deferred taxes. We base our estimates on our
historical experience and various other assumptions that are believed to be reasonable under the circumstances. Actual results may
differ from these estimates under different assumptions or conditions. We believe the following critical accounting policies reflect our
more significant judgments and estimates in the preparation of our consolidated financial statements.

Allowances for Doubtful Accounts

We maintain allowances for doubtful accounts for estimated |osses on accounts receivable resulting from the inability of
customers to make required payments. Such allowances are based on an ongoing review of customer payments against terms and a
review of customer financial statements and financial information. If the financial condition of customers were to deteriorate, resulting
in an impairment of their ability to make payments, additional allowances may be required.

I nventory Reserves

Inventories are stated at the lower of cost or market. We maintain reserves to write down our inventory for estimated
obsolescence or unmarketable inventory equal to the difference between the cost of inventory and the estimated market value, less
costs to sell, based upon assumptions about future demand and market conditions. If actual future demand or market conditions are
less favorable than those projected by management, additional inventory write-downs may be required, which would result in cost of
goods sold in the consolidated statements of income being greater than expected in the period in which more information becomes
available.

I mpairment of Goodwill

We review goodwill for impairment either annually or when events or changes in circumstances indicate the carrying value of the
assets might exceed their current fair values. The review is performed for reporting units including North America, Europe, PSM and
Australia. Certain factors we consider important which could trigger an impairment review, at an interim date outside of the annual
review, include, but are not limited to, significant underperformance relative to historical or projected future operating results,
significant changes in the manner of use of the acquired assets or our overall business and significant industry or economic trends. The
impairment review is based on a discounted projected cash flow model that uses estimates of future sales, sales growth rates, gross
profits, expense and capital expenditure levels, adiscount rate and estimated terminal values to determine the fair value of the
operating entities should an impairment exist. We use our weighted average cost of capital (WACC) to discount future cash flows for
goodwill impairment tests. The WACC is the expected rate of return based on our existing debt and equity capital structure. Changes
in these and other factors could result in impairments in the carrying value of goodwill, which would require awritedown to the
asset’sfair value. If actual results are not consistent with our assumptions and judgments, we could be exposed to a material
impairment charge.
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We are continuing to pursue a number of initiatives in Europe to improve our financial performance of our European business.
Our goodwill impairment test for Europe assumes the future operating results will reflect the benefits of our efforts. While these
results are not inconsistent with our past operating results, they do reflect improvements over our recent financial results. If we do not
realize these improvements it could result in an impairment of our goodwill in Europe in the future.

Warranty Obligations

We offer certain warranties with the sale of our products, which generally range from six months to one year. The warranty
obligation is recorded as aliability on the balance sheet and is estimated through historical customer claims, product failure rates,
material usage and service delivery costsincurred in correcting a product failure. Changes in these factors and statutory requirements
for product warranties in markets in which we sell our products may require an adjustment to the recorded warranty obligations.

Environmental Liabilities

We accrue environmental remediation and litigation costsiif it is probable aliability has been incurred at the financial statement
date and the amount can be reasonably estimated. Our liability for environmental costs, other than for costs of assessments themselves,
are generally determined after the completion of investigations and studies and are based on the estimated cost of remediation
activities we are then required to undertake. The gross liability is based on our best estimate of undiscounted future costs using
currently available technology and applying current regulations, as well as our own historical experience regarding environmental
cleanup costs. The reliability and precision of the estimates are affected by numerous factors, such as site evaluation and reevaluation
of the degree of remediation required, claims by third parties and changes to environmental laws and regulations. We adjust our
liabilities as new remediation requirements are defined, as information becomes available permitting reasonabl e estimates to be made
and to reflect new facts.

Benefit Plans

We make a number of assumptions with regard to both future financial conditions and future actions by plan participants to
calculate on an actuarial basis the amount of income or expense and assets and liabilities recognized in association with our defined
benefit and postretirement benefit plans. These assumptions include the expected return on plan assets, discount rates, expected
increases in compensation levels, health care cost trend rates and expected rates of retirement and life expectancy for plan participants.
We review the assumptions on an annual basis and make changes to reflect market conditions and the administration of the plans.
While we believe the current assumptions are appropriate in the circumstances, actual results and changes in these assumptionsin the
future will result in adjustments which could impact the income or expense recognized in future years in relation to these plans.

The assumed rate of return on plan assets for our defined benefit plansis evaluated on an annual basis. We select the assumed
rate of return based on information considering historical returns, our current and target asset allocation and the expected returns by
asset class. We believe this assumption is reasonable given the asset composition and long-term historic trends. Our discount rate
reflects the rate at which the pension benefits could be effectively settled. We increased our discount rate assumption to determine the
January 31, 2007 liability to 5.2% from 4.7% at January 31, 2006 due to the market increases in interest rates during the year. Our
most significant defined benefit plan isin England so interest rates on high-quality corporate bonds in that market have more influence
on the overall discount rate.

Our discount rate, used to determine the liability for our postretirement plan, increased to 5.75% at January 31, 2007 from the
discount rate of 5.5% at January 31, 2006. We determine our discount rate using a“yield curve expected benefit payment”
methodology. This methodology uses individual curve ratesto
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discount each future years' expected plan benefit payments. We select our health care cost trend rates based on recent plan experience
and expectations about future increases in plan costs. We assume health care costs in fiscal 2008 will increase by 10% and future
increases will decline by 1% per year until 4.5% is reached in 2013. The following presents the sensitivity of the key postretirement
plan assumptions (in thousands):

Increase

The following presents the sensitivity of a 1% decrease in the discount rate:

Effect on net periodic benefit cost $156

Effect on postretirement benefit obligation $924
The following presents the sensitivity of a 1% increase in the health care cost

trend:

Effect on net periodic benefit cost $235

Effect on postretirement benefit obligation $905

Share-based Compensation

Effective May 1, 2005, the Company adopted Statement of Financial Accounting Standards (SFAS) No. 123 (revised 2004),
“Share-Based Payment” (123R). SFAS 123R addresses the accounting for stock-based compensation in which we receive employee
services in exchange for our equity instruments. Stock-based compensation is calculated using afair value method. Under the fair
value recognition provisions of SFAS 123R, share-based compensation cost is measured at the grant date based on the value of the
award and is recognized as expense over the service period the award is expected to vest. Determining the fair value of share-based
awards at the grant date requires judgment, including estimating the expected term of stock options, the expected volatility of our
common stock and expected dividends. In addition, judgment is also required in estimating the amount of share-based awards that are
expected to be forfeited. We consider many factors when estimating expected forfeitures, including types of awards, award recipient
class and historical experience. Significant changes in the assumptions for future awards and actua forfeiture rates could materially
impact share-based compensation expense and our results of operations. Subsequent changes in forfeiture rates will be recorded asa
cumulative adjustment in the period estimates are revised. See Notes 2 and 9 to the Consolidated Financial Statements (Item 8) for
further discussion of our share-based awards and the related accounting treatment.

Deferred Taxes

Our provision for income taxes and the determination of the resulting deferred tax assets and liabilities involves a significant
amount of management judgment. We are subject to taxation from federal, state and international jurisdictions. The taxes paid to these
jurisdictions are subject to audit, although to date the results of any tax audits have been minor.

Judgment is also applied in determining whether deferred tax assets will be realized in full or in part. We record avaluation
allowance to reduce our deferred tax assets when it is more likely than not that all or some portion of specific deferred tax assets, such
asforeign tax credit carryovers or net operating loss carryforwards, will not be realized. We have recorded on our consolidated
balance sheets a valuation allowance against various deferred tax assets. We consider future taxable income and ongoing prudent and
feasible tax planning strategies in assessing the need for the valuation allowance. In the event we were to determine that we would not
be ableto realize all or part of our net deferred tax assets in the future, an adjustment to the deferred tax assets would be charged
against income in the period such determination was made. Likewise, should we determine that we would be able to realize our
deferred tax assets in the future in excess of our net recorded amount, an adjustment to the deferred tax assets would increase income
in the period such determination was made. We continually evaluate strategies that could allow for the future utilization of our
deferred tax assets.
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OFF BALANCE SHEET ARRANGEMENTS

At January 31, 2007 and 2006, we did not have any relationships with unconsolidated entities or financial partnerships, such as
entities often referred to as structured finance or specia purpose entities, which would have been established for the purpose of
facilitating off-balance sheet arrangements or for other contractually narrow or limited purposes. As such, we are not exposed to any
financing, liquidity market or credit risk that could ariseif we had engaged in such relationships.

RECENT ACCOUNTING PRONOUNCEMENTS

SFAS 151—In November 2004, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 151 (SFAS 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
meaterial (spoilage). Paragraph 5 of ARB No. 43, Chapter 4, previously stated that “.under some circumstances, items such asidle
facility expense, excessive spoilage, double freight, and re-handling costs may be so abnormal as to require treatment as current period
charges” SFAS 151 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 overhead to the costs of conversion be based on
the normal capacity of the production facilities. The provisions of SFAS 151 were effective for us on February 1, 2006. The adoption
of SFAS 151 did not have amaterial impact on our financial position or results of operations.

SFAS 154—In May 2005, the FASB issued SFAS No. 154 (SFAS 154), “Accounting Changes and Error Corrections—a
replacement of APB Opinion No. 20 and FASB Statement No. 3.” SFAS 154 changes the requirements for the accounting for and
reporting of a change in accounting principle. This statement applies to all voluntary changes in accounting principles. It also applies
to changes required by an accounting pronouncement in the unusual instance that the pronouncement does not include specific
transition provisions. SFAS 154 requires the application of a change in accounting principle be applied to prior accounting periods
presented asif that principle had always been used. When a pronouncement includes specific transition provisions, those provisions
should be followed. SFAS 154 is effective for accounting changes and corrections of errors made in fiscal years beginning after
December 15, 2005. The adoption of SFAS 154 at the beginning of fiscal 2007 did not have an effect on our consolidated financial
Statements.

FIN 48—In June 2006, the FASB issued FASB Interpretation No. 48, “Accounting for Uncertainty in Income Taxes.” This
interpretation clarifies the accounting for uncertainty in income taxes recognized in an enterprise’ s financial statements in accordance
with FASB Statement No. 109, “Accounting for Income Taxes.” FASB Interpretation No. 48 prescribes a recognition threshold and
measurement attribute for the financial statement recognition and measurement of atax position taken or expected to be taken in atax
return. It also provides guidance on de-recognition, classification, interest and penalties, accounting in interim periods, disclosure and
transition. We are currently evaluating the impact of FASB Interpretation No. 48 on our financial statements. Application of this
interpretation is required for our financial statements at the beginning of fiscal year ended January 31, 2008.

SFAS 157—In September 2006, the FASB issued SFAS No. 157 (SFAS 157), “Fair Value Measurements.” SFAS 157 provides a
common definition of fair value, establishes aframework for measuring fair value and expands the related disclosure requirements.
We are currently evaluating the impact of SFAS 157 on our financial statements. Application of SFAS 157 isrequired for our
financial statements for the fiscal year beginning February 1, 2008.

SFAS 158—In September 2006, the FASB issued SFAS No. 158 (SFAS 158), “Employers Accounting for Defined Benefit
Pension and Other Postretirement Plans—an amendment of FASB Statements No. 87,
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88, 106, and 132(R).” 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 other comprehensive
income, 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. Presently, we use a
December 31 measurement date for the postretirement benefit plan, which will have to change to coincide with our January 31 fiscal
year-end date. We adopted SFAS 158 for our financial statements for the fiscal year ended January 31, 2007, except for the
measurement date provision, which is effective for the fiscal year ending January 31, 2009. The impact of adopting SFAS 158
increased the employee benefit liability on our consolidated balance sheet by $1.0 million and decreased shareholders’ equity by
$657,000, net of tax.

SAB 108—In September 2006, the SEC issued Staff Accounting Bulletin No. 108 (SAB 108) “ Considering the Effects of Prior
Y ear Misstatements when Quantifying Misstatementsin Current Y ear Financial Statements.” SAB 108 provides interpretive guidance
on how the effects of the carryover or reversal of prior year misstatements should be considered in quantifying a current year
misstatement. The SEC staff believes that registrants should quantify errors using both a bal ance sheet and income statement approach
and evaluate whether either approach results in quantifying a misstatement that, when all relevant quantitative and qualitative factors
considered, is material. Application of SAB 108 did not have an impact on our consolidated financial statements for the fiscal year
ending January 31, 2007.

SFAS 159—In February 2007, the FASB issued SFAS No. 159 (SFAS 159), “The Fair Vaue Option for Financial Assets and
Financial Liabilities—Including an Amendment of FASB Statement No. 115.” SFAS 159 allows companies the choice to measure
many financial instruments and certain other items at fair value. Application of SFAS 159 isrequired for our financial statements
beginning February 1, 2008. We are currently reviewing the impact of this pronouncement on our consolidated financial statements.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

Market risk isthe potential loss arising from adverse changes in market rates and prices, such as foreign currency exchange rate
and interest rate fluctuations. A significant portion of our net sales are denominated in currencies from international markets outside
the United States. As aresult, our operating results could become subject to significant fluctuations based upon changesin the
exchange rates of the foreign currenciesin relation to the United States dollar.

The table below illustrates the hypothetical increase or decrease in fiscal 2007 net sales of a 10% change in the U.S. dollar
against foreign currencies which impact our operations (in millions):

Euro $10.6
Chinese yuan $ 30
British pound $ 28
Canadian dollar $ 25
Other currencies (representing 11% of consolidated net sales) $ 52

We enter into foreign currency forward exchange contracts to offset the impact of currency fluctuations on certain nonfunctional
currency assets and liabilities. The principal currencies hedged are denominated in Japanese yen, Canadian dollars, Euros and British
pounds. Our foreign currency forward exchange contracts have terms lasting up to six months, but generally less than one month. We
do not enter into derivatives or other financial instruments for trading or speculative purposes. See Note 11 to the Consolidated
Financia Statements (Item 8).
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A majority of our products are manufactured using steel as a primary raw material and steel based components as purchased
parts. As such, our cost of goods sold is sensitive to fluctuationsin steel prices, either directly through the purchase of steel asraw
material or indirectly through the purchase of steel based components.

Presuming that the full impact of commaodity steel price increasesisreflected in all steel and steel based component purchases,
we estimate our gross profit percentage would decrease by approximately 0.3% for each 1.0% increase in commaodity steel prices.
Based on our statement of income for the year ended January 31, 2007, a 1.0% increase in commodity steel prices would have
decreased consolidated gross profit by approximately $1.3 million.

During fiscal 2007, we experienced some increasesin prices for steel and steel components. We have continued to move
aggressively to offset these increases through a variety of means, including sales price increases, cost reduction activities and
alternative sourcing arrangements. In general we were more successful in North America, Chinaand Asia Pacific in realizing the full
benefits of these mitigating measures. In Europe the measures have not been as successful, resulting in some erosion of gross profit for
certain products. During fiscal 2008 we are expecting some additional material price increases and will continue to implement
mitigating measures where needed.

Item 8. Financial Statementsand Supplementary Data
Report of Independent Registered Public Accounting Firm
TotheBoard of Directorsand Shareholders of Cascade Corporation

We have completed integrated audits of Cascade Corporation’s consolidated financial statements and of itsinternal control over
financial reporting as of January 31, 2007, in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Our opinions, based on our audits, are presented below.

Consolidated financial statements and financial statement schedule

In our opinion, the consolidated financia statements listed in the index appearing under Item 15(a)(1) present fairly, in al
material respects, the financial position of Cascade Corporation and its subsidiaries (the “ Company”) at January 31, 2007 and 2006,
and the results of their operations and their cash flows for each of the three years in the period ended January 31, 2007 in conformity
with accounting principles generally accepted in the United States of America. In addition, in our opinion, the financial statement
schedule listed in the index appearing under Item 15(a)(2) presentsfairly, in al material respects, the information set forth therein
when read in conjunction with the related consolidated financial statements. These financial statements and financial statement
schedule are the responsibility of the Company’ s management. Our responsibility isto express an opinion on these financial
statements and financial statement schedule based on our audits. We conducted our audits of these statements in accordance with the
standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit of financial
statements includes examining, on atest basis, evidence supporting the amounts and disclosures in the financial statements, assessing
the accounting principles used and significant estimates made by management, and evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

Asdiscussed in Note 2, to the consolidated financia statements, the Company changed the manner in which it accounts for
share-based compensation in fiscal 2006 and the manner in which it accounts for defined benefit pension and other post retirement
plans effective January 31, 2007.
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Internal control over financial reporting

Also, in our opinion, management’ s assessment, included in Management’ s Report on Internal Control Over Financial Reporting
appearing under Item 9A, that the Company maintained effective internal control over financial reporting as of January 31, 2007 based
on criteria established in Internal Control— ntegrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (“COSQ"), isfairly stated, in al material respects, based on those criteria. Furthermore, in our opinion, the
Company maintained, in al material respects, effective internal control over financial reporting as of January 31, 2007, based on
criteria established in Internal Control— ntegrated Framework issued by the COSO. The Company’ s management is responsible for
maintaining effective internal control over financial reporting and for its assessment of the effectiveness of internal control over
financial reporting. Our responsibility isto express opinions on management’ s assessment and on the effectiveness of the Company’s
internal control over financial reporting based on our audit. We conducted our audit of internal control over financia reporting in
accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we
plan and perform the audit to obtain reasonabl e assurance about whether effective internal control over financial reporting was
maintained in al material respects. An audit of internal control over financial reporting includes obtaining an understanding of internal
control over financial reporting, evaluating management’ s assessment, testing and evaluating the design and operating effectiveness of
internal control, and performing such other procedures as we consider necessary in the circumstances. We believe that our audit
provides a reasonable basis for our opinions.

A company’sinternal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposesin accordance with generaly
accepted accounting principles. A company’sinternal control over financia reporting includes those policies and procedures that
(i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the
assets of the company; (ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being
made only in accordance with authorizations of management and directors of the company; and (iii) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a
meateria effect on the financial statements.

Because of itsinherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of
changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

As described in Management’ s Report on Internal Control Over Financial Reporting, management has excluded Pacific
Services & Manufacturing, Inc. (“PSM”) from its assessment of internal control over financial reporting as of January 31, 2007
because it was acquired by the Company in a purchase business combination during fiscal 2007. We have also excluded PSM from
our audit of internal control over financial reporting. PSM is awholly-owned subsidiary whose total assets and total revenues
represent 12% and less than 1%, respectively, of the related consolidated financial statement amounts as of and for the year ended
January 31, 2007.

/sl PRICEWATERHOUSECOOPERSLLP

PricewaterhouseCoopers LLP
Portland, Oregon
April 13, 2007




Cascade Corporation
Consolidated Statements of Income

Year Ended January 31

2007 2006 2005
(In thousands, except per share amounts)

Net sales $478,850 $450,503 $385,719
Cost of goods sold 328,870 307,774 262,537
Gross profit 149,980 142,729 123,182
Selling and administrative expenses 80,709 77,007 75,889
Loss (gain) on disposition of assets (552) 385 3
Amortization 1,472 1,443 658
Insurance litigation recovery — — (2,300)
Environmental expenses — — 155
Operating income 68,351 63,894 47,777
Interest expense 2,294 2,741 3,570
Interest income (1,894) (979) (562)
Other income, net (1,304) (95) (218)
Income before provision for income taxes 69,255 62,227 44,987
Provision for income taxes 23,774 20,176 16,497
Net income $ 45481 $ 42,051 $ 28,490
Basic earnings per share $ 364 $ 340 $ 234
Diluted earnings per share $ 348 $ 327 $ 224
Basic weighted average shares outstanding 12,505 12,354 12,164
Diluted weighted average shares outstanding 13,071 12,850 12,726

The accompanying notes are an integral part of the consolidated financial statements.
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Cascade Corporation
Consolidated Balance Sheets

Asof January 31
2007 2006
(In thousands, except
per share amounts)

ASSETS
Current assets:
Cash and cash equivalents $ 36,593 $ 35,493
Marketable securities — 23,004
Accounts receivable, less allowance for doubtful accounts of $1,515 and $1,415 74,992 67,020
Inventories 58,280 56,996
Deferred income taxes 4,481 3,232
Prepaid expenses and other 8,609 5,373
Total current assets 182,955 191,118
Property, plant and equipment, net 84,151 75,374
Goodwill 99,498 78,820
Deferred income taxes 11,817 11,851
Intangible assets, net 17,026 2,187
Other assets 1,985 1,933
Total assets $397,432 $361,283
LIABILITIESAND SHAREHOLDERS EQUITY
Current liabilities:
Notes payable to banks $ 4546 $ 4,741
Current portion of long-term debt 12,573 12,681
Accounts payable 26,008 25,124
Accrued payroll and payroll taxes 9,391 8,710
Accrued environmental expenses 1,024 984
Other accrued expenses 16,283 13,916
Total current liabilities 69,825 66,156
Long-term debt, net of current portion 34,000 12,500
Accrued environmental expenses 5,838 6,951
Deferred income taxes 2,798 4,009
Employee benefit obligations 9,719 9,114
Other liabilities 3,616 3,147
Total liabilities 125,796 101,877
Commitments and contingencies (Note 12)
Shareholders’ equity:
Common stock, $.50 par value, 20,000 authorized shares; 12,070 and 12,536 shares
issued and outstanding 6,035 6,268
Additional paid-in capital — 21,590
Retained earnings 253,307 223,867
Accumulated other comprehensive income 12,294 7,681
Total shareholders' equity 271,636 259,406
Total liabilities and shareholders’ equity $397,432 $361,283

The accompanying notes are an integral part of the consolidated financial statements.
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Balance at January 31,
2004

Net income

Dividends ($.45 per share)

Common stock issued

Tax benefit from exercise of
stock options

Deferred compensation from
stock appreciation rights

Amortization of deferred
compensation

Translation adjustment

Balance at January 31,
2005

Net income

Dividends ($.54 per share)

Common stock issued

Tax benefit from exercise of
stock options

Deferred compensation from
stock appreciation rights

Share-based compensation

Tranglation adjustment

Minimum pension liability
adjustment, net of tax
benefit of $393

Balance at January 31,
2006

Net income

Dividends ($.61 per share)

Common stock issued

Tax benefit from exercise of
stock options

Common stock repurchase

Share-based compensation

Tranglation adjustment

Minimum
pension/postretirement
liability adjustment, net of
tax benefit of $360

Balance at January 31,
2007

The accompanying notes are an integral part of the consolidated financial statements.

Cascade Cor poration

Consolidated Statements of Changesin Shareholders’ Equity
(In thousands, except per share amounts)

Accumulated
Additional Unamortized Other Annual
Common Stock Paid-In Deferred Retained Comprehensive Comprehensive
Shares Amount Capital Compensation  Earnings _Income (L 0ss) Income (L 0ss)
12,102 $6,051 $ 11,111 $ — $ 165,495 $ 1,031
— — — — 28,490 — $ 28,490
— — — — (5,/478) — —
122 61 1,555 — — — —
— — 340 — — — —
— — 6,998 (6,998) — — —
— — — 2,492 — —
_ — — — — 6,735 6,735
12,224 6,112 20,004 (4,506) 188,507 7,766 $ 35,225
— — — — 42,051 — $42,051
— — — — (6,691) — —
312 156 2,631 — — — —
— — 1,183 — — — —
— — (4,734) 4,734 — —
— — 2,506 (228) — — —
— — — — — 592 592
_ _ — — — (677) (677)
12,536 6,268 21,590 — 223,867 7,681 $ 41,966
— — — — 45,481 — $ 45,481
— — — — (7,603) — —
291 145 3,296 — — —
— — 1,083 — — — —
(757) (378) (30,002) (8,438) —
_ _ 1033 _ _ _ _
— — — — — 4,008 4,008
— — — — — 605 605
12,070 $6,035 $ G $ — $ 253,307 $12,294 $ 50,094
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Cascade Cor poration
Consolidated Statements of Cash Flows

Year Ended January 31
2007 2006 2005
(In thousands)

Cash flows from operating activities:

Net income $ 45481 $ 42,051 $ 28,490
Adjustments to reconcile net income to net cash provided by operating
activities:
Depreciation and amortization 15,225 16,005 14,570
Share-based compensation 4,033 2,278 2,492
Deferred income taxes (1,132) (2,995) 2,062
Loss (gain) on disposition of assets (552) 385 3

Changes in operating assets and liabilities, net of effects of acquisitions
and dispositions:

Accounts receivable (3,878) 2,023 (12,803)
Inventories 2,898 (12,026) (8,320)
Prepaid expenses and other (2,667) (141) 34
Accounts payable and accrued expenses 863 2,378 8,342
Current income tax payable and receivable (3,159) 245 2,210
Other assets and liabilities (3) 222 728
Net cash provided by operating activities 57,109 50,425 37,808
Cash flows from investing activities:
Capital expenditures (18,078)  (10,580)  (13,581)
Sale of marketable securities 36,604 71,549 21,246
Purchase of marketable securities (13,600)  (93,050)  (17,791)
Business acquisitions (40,255) — (6,236)
Proceeds from sale of assets 1,747 358 314
Other assets — — 147
Proceeds from sale of investment — — 1,044
Net cash used in investing activities (33,582) (31,723) (14,857)
Cash flows from financing activities:
Cash dividends paid (7,603) (6,691) (5,478)
Payments on long-term debt and capital |eases (38,033) (12,922) (13,026)
Notes payable to banks, net (2,501) 2,452 (344)
Proceeds from long-term debt 58,000 — —
Common stock issued under share-based compensation plans 3,441 2,787 1,616
Common stock repurchased (36,540) — —
Excess tax benefit from exercise of share-based compensation awards 1,083 1,183 340
Net cash used in financing activities (22,153) (13,191) (16,892)
Effect of exchangerate changes (274) (500) (1,161)
Change in cash and cash equivalents 1,100 5,011 4,898
Cash and cash equivalents at beginning of year 35,493 30,482 25,584
Cash and cash equivalents at end of period $ 36593 $ 35493 $ 30482

Supplemental disclosure of noncash information:
See Note 7 to Consolidated Financial Statements

The accompanying notes are an integral part of the consolidated financial statements.
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Cascade Corporation
Notesto Consolidated Financial Statements

Note 1—Description of Business

Cascade Corporation is an international company engaged in the manufacture of materials handling products that are widely used
on industrial lift trucks and, to alesser extent, on construction, mining and agricultural vehicles. Accordingly, our sales are largely
dependent on the sales of lift trucks and on the sales of replacement parts. Our sales are made throughout the world, but primarily in
North America and Europe. We are headquartered in Fairview, Oregon, employing approximately 2,100 people and maintaining
operationsin 15 countries outside the United States.

Note 2—Summary of Significant Accounting Policies
Principles of Consolidation

The consolidated financial statementsinclude the accounts of the company and our subsidiaries. All significant intercompany
accounts and transactions have been eliminated.
Cash and Cash Equivalents

Cash and cash equivalents consist of cash on deposit and highly liquid investments with maturities of three months or less at the
date of purchase.
Marketable Securities

Marketabl e securities consisted of auction rate and variable rate demand note securities issued by various state agencies
throughout the United States. We classified these securities as available-for-sal e securities. These securities were insured either
through third party agencies, reinsured through the federal government or secured by aletter of credit from a bank. The specific
identification method was used to determine the cost of securities sold. There were no realized or unrealized gains or losses related to
our marketable securities. The securities were long-term instruments maturing through 2039; however, the interest rates and maturities
were reset approximately every month, at which time we could have sold the securities. Accordingly, we have classified the securities
as current assets in our consolidated balance sheets.

Allowances for Trade Accounts Receivable

Trade accounts receivable are stated net of an allowance for doubtful accounts. We maintain allowances for doubtful accounts for
estimated |osses on accounts receivable resulting from the inability of our customers to make required payments. Such allowances are
based on evaluation of the credit worthiness of our customers, an ongoing review of customer payments against terms, historical
trends and economic circumstances.

Inventories
Inventories are stated at the lower of average cost or market. Cost is computed on a standard basis, which approximates actual
cost.

Property, Plant and Equipment

Property, plant and equipment are stated at cost |ess accumulated depreciation. Depreciation is generally provided using the
straight-line method over the estimated useful lives of the assets. Tooling costs are capitalized as machinery and equipment. Useful
lives range from thirty to forty years for
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buildings, fifteen years for land improvements and two to ten years for machinery and equipment. Maintenance and repairs are
expensed as incurred and costs of improvements and renewal s are capitalized. Upon disposal, cost and accumulated depreciation are
removed from the accounts and the resulting gains or losses are reflected in operations.

Intangible Assets

Intangible assets represent items such as customer relationships, intellectual property, primarily patents and trade names, and
non-compete agreements that are assigned afair value at the date of acquisition. We amortize these finite-lived assets on a straight-
line basis over the periods that expected economic benefits will be provided. Useful lives range from six to ten years for customer
relationships, four to ten years for intellectual property and one to five years for other intangible assets.

Goodwill

Goodwill represents the excess of the cost of acquired businesses over the fair value of the net identifiable assets acquired. We
perform an annual review for impairment at the reporting unit level, North America, Europe, PSM and Australia. The tests are
performed by determining the fair values of the reporting units using a discounted cash flow model and comparing those fair valuesto
the carrying values of the reporting units, including goodwill. The factors considered in performing this assessment include current
and projected future operating results and changes in the intended uses of the assets, as well as the effects of obsolescence, demand,
competition, and other industry and economic trends. We have completed our annual review for impairment and determined that there
has been no impairment of goodwill.

Impairment of Long-Lived Assets

Long-lived assets, primarily property, plant and equipment, are reviewed for impairment whenever events or changesin
circumstances indicate that the carrying amount of such assets may not be recoverable. Determination of recoverability is based on an
estimate of undiscounted future cash flows resulting from the use of the assets and eventual disposition in comparison with the
carrying value. Measurement of an impairment loss for long-lived assets that we expect to hold and use is based on the fair value of
the asset.

Common Stock

We follow the practice of recording amounts received upon the exercise of awards by crediting common stock and additional
paid-in capital. In addition, we credit additional paid-in-capital upon the recognition of share-based compensation expense. We realize
an income tax benefit from the exercise or early disposition of certain stock awards. This benefit resultsin a decrease in current
income taxes payable and an increase in additional paid-in capital.

During the third quarter of fiscal 2007, we started a program to repurchase common stock of up to $80 million over atwo-year
period. As of January 31, 2007 we repurchased 757,000 shares for $36.5 million, net of $2.3 million recorded as aliability on our
consolidated balance sheet. The repurchase of shares of common stock is recorded as areduction in additional paid-in capital until the
account balance is zero, then future repurchases are recorded as a reduction in retained earnings.

Minimum Pension/Postretirement Liability Adjustment

We record a minimum pension/postretirement liability adjustment to the extent that the accumulated benefit obligation exceeds
the fair value of plan assets and accrued pension/postretirement liabilities. This adjustment is reflected as a reduction in shareholders
equity, net of income tax benefits. During the year
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ended January 31, 2007, we adopted Statement of Financial Accounting Standards (SFAS) No. 158 (SFAS 158) “Employees’
Accounting for Defined Benefit Pension and Other Post retirement Plans—an amendment of FASB Statements No. 87, 88, 106, and
132(R).” See Note 8 “Benefit Plans’ for further details regarding our accounting under SFAS 158.

Share-Based Compensation

Prior to May 1, 2005 we accounted for our stock options under Accounting Principles Board Opinion No. 25 (APB 25),
“Accounting for Stock Issued to Employees,” which permitted the use of intrinsic vaue accounting. No stock-based compensation
cost was reflected in net income for stock options, as al options granted had an exercise price equal to the market price of the
underlying common stock on the date of grant. We had adopted disclosure-only provisions of SFAS No. 123, “ Accounting for Stock-
Based Compensation” and SFAS No. 148, “Accounting for Stock-Based Compensation—Transition and Disclosure-an Amendment of
FASB Statement No. 123.”

We also granted awards under a stock appreciation rights (SARS) plan. Under Financial Interpretation No. (FIN) 28,
“Accounting for Stock Appreciation Rights and Other Variable Stock Option or Award Plans,” SARS were accounted for under
variable plan accounting. Accordingly, we recorded deferred compensation as a reduction of shareholders’ equity, equal to the excess
of the market value of our common stock on the balance sheet date or date of exercise over the base price at the date of grant. The
deferred compensation was recognized as an expense over the vesting period based on the periods in which the executives and
directors performed services.

In the second quarter of fiscal 2006, we adopted SFAS No. 123 (revised 2004), “ Share-Based Payment” (123R). This standard is
arevision of SFAS 123, “Accounting for Stock-Based Compensation” and supersedes APB 25 and FIN 28. SFAS 123R addresses the
accounting for share-based compensation in which we receive employee services in exchange for our equity instruments. Under SFAS
123R, we are required to recognize compensation cost for share-based compensation issued to or purchased by employees, net of
estimated forfeitures, under share-based compensation plans using afair value method. We adopted SFAS 123R using the modified
prospective method as of May 1, 2005. Accordingly, no prior periods were restated. Under this method, we recorded compensation
expense for all awards granted after the date of adoption and for the unvested portion of previously granted awards that remained
outstanding as of the beginning of the period of adoption. See Note 9, “ Share-based Compensation” for further details regarding our
accounting under SFAS 123R.
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The following table illustrates the pro forma effect on net income and earnings per share if we had recorded compensation
expense based on the fair value method for all share-based compensation awards (in thousands, except per share amount):

Year Ended January 31
2007 2006 2005
(In thousands,
except per share amounts)

Net income—as reported $45481 $42,051 $28,490
Add: SARS amortization, net of income taxes of $80 in 2006 and $822 in

2005 — (148) 1671
Net income excluding SARS amortization 45,481 41,903 30,161

Deduct: total stock-based compensation, net of income taxes of $140in
2006 and $499 in 2005, determined under fair value based method — (297) (1,115)
Net income—pro forma $45481 $41,606 $29,046

Basic earnings per share—as reported $ 364 $ 340 $ 234
Basic earnings per share—pro forma $ 364 $ 337 $ 239
Diluted earnings per share—as reported $ 348 $ 327 $ 224
Diluted earnings per share—pro forma $ 348 $ 324 $ 228

We calculated share-based compensation cost using the Black-Scholes option pricing model. The range of assumptions used to
compute share-based compensation are as follows:

Year Ended January 31

2007 2006 2005
Risk-free interest rate 5.0% 41% 3.8%
Expected volatility 41% 0% 42%
Expected dividend yield 1.6% 11% 21%
Expected life (in years) 6 6 5
Weighted average fair value at date of grant $1524 $17.86 $7.46

Expected volatility is based on the historical volatility of the price of our common shares over the past six years. We use
historical information to estimate award exercise and forfeitures within the valuation model. The expected term of awards is derived
from the output of the option valuation model and represents the period of time that options granted are expected to be outstanding.
Therisk-free rate for periods within the contractual life of the option is based on the U.S. Treasury yield curve in effect at the time of
grant. Compensation cost is recognized using a straight-line method over the vesting or service period and is net of estimated
forfeitures.

Foreign Currency Translation

We trandate the balance sheets of our foreign subsidiaries using fiscal year-end exchange rates. The cumulative effect on such
trandationsisincluded in shareholders' equity. The consolidated statements of income and cash flows are translated using the average
exchange rates for the period.

Environmental Remediation

We accrue environmental costsif it is probable aliability has been incurred at the financial statement date and the amount can be
reasonably estimated. Recorded liabilities have not been discounted. Environmental compliance and legal costs are expensed as
incurred. Assets related to the reimbursement of amounts expended for environmental expenses are recognized only when realization
isprobable.
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Foreign Currency Forward Exchange Contracts

Gains and losses on foreign currency forward exchange contracts, which generally mature in one month or less, are recognized in
operations and measured over the period of the contract by reference to the forward rate for a contract to be consummated on the same
future date as the original contract.

Revenue Recognition
We recognize revenue when the following criteriaare met:

Per suasive evidence of an arrangement exists—Sales arrangements are supported by written or electronic documentation or
evidence from a customer.

Delivery has occurred or services have been rendered—Revenueis recognized when title transfers and risk and rewards of
ownership have passed to the customer. This generally occurs upon shipment of our product with “FOB Shipping Point” terms.
Shipments with “FOB Destination” terms are recorded as revenue when products are delivered to the customer. Customers are
responsible for payment even if the product is not sold to their end customer. Once shipping terms are met we have no continuing
obligations or performance criteria requirements.

Fixed or determinable sales price—Sales are at fixed or established sales prices determined prior to the time the products are
shipped with no customer cancellation, price protection or termination clauses.

Collectibility isreasonably assured—Based on our credit management policies, we generally believe collectibility is reasonably
assured when product is shipped to a customer. Provisions for uncollectible accounts and return allowances are recorded at the time
revenue is recognized based on our historical experience.

Shipping and Handling Costs

We incur shipping, handling and other related costs for the shipment of goods to customers. These costs are recognized in the
period in which the expenses occur and are classified as cost of goods sold. Amounts billed to customers for shipping, handling and
related costs are reported as a component of net sales.

Warranty Obligations

We record aliability on our consolidated balance sheet for costs related to certain warranties we provide with the sales of our
products. Thisliability is estimated through historical customer claims, product failure rates, material usage and service delivery costs
incurred in correcting a product failure.

Income Taxes

Deferred income tax assets and liabilities are recognized for the expected tax consequences of temporary differences between the
tax bases of assets and liabilities and the amounts reported in the consolidated financial statements. The provision for income taxes is
the tax payable for the period and the change during the period in net deferred income tax assets and liabilities. Valuation allowances
are established when necessary to reduce deferred income tax assets to the amount expected to be realized.

Resear ch and Development Costs

Research and devel opment costs are expensed as incurred and are related to devel oping new products and to improving existing
products or processes. These costs primarily include salaries, supplies, legal costs related to patents and design costs. We incurred
research and development costs of $3.8 million, $3.3 million, and $3.2 million for the years ended January 31, 2007, 2006 and 2005,
respectively.
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Concentrations of Credit Risk

Financial instruments that potentially subject us to concentrations of credit risk consist principally of cash and cash equivalents,
marketabl e securities, accounts receivable and foreign currency forward exchange contracts. We place our cash and cash equivalents
in major financia ingtitutions. Deposits held with the financia institutions may exceed the Federal Deposit Insurance Corporation
limit.

We manage our credit risk on marketable securities by limiting the size of any one holding to 5% of the total issue, requiring a
minimum issue size of $50 million and limiting the investment in any one issue to $5 million, except for obligations of U.S.
government agencies.

Accounts receivable are with alarge number of customers, primarily equipment manufacturers and dealers, dispersed across a
wide geographic base. No single customer accounts for more than 10% of our consolidated net sales. Our consolidated net sales for
the years ended January 31, 2007, 2006 and 2005 to all original equipment manufacturers (OEM) customers were 45%, 45% and 40%
of total net sales, respectively. This percentage is consistent with recent years. We perform on-going credit evaluations and do not
require collateral. Allowances are maintained for potential credit losses when deemed necessary.

See Note 11 for discussion of foreign currency forward exchange contracts.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of
Americarequires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. We base our estimates on our historical experience and various other assumptions that are believed to be
reasonable under the circumstances. Actual results could differ from those estimates. Significant estimates and judgments made by our
management include matters such as the collectibility of accounts receivable, realizability of deferred income tax assets, realizability
of goodwill and long-lived assets, warranty liabilities, share based compensation and benefit plan assumptions and future costs of
environmental matters.

Earnings Per Share

Basic earnings per share is computed by dividing income available to common shareholders by the weighted average number of
common shares outstanding for the period. Diluted earnings per share reflects potential dilution that could occur if stock options and
SARS were exercised or converted into common stock using the treasury stock method.

Recent Accounting Pronouncements

SFAS 151—In November 2004, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 151 (SFAS 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
meaterial (spoilage). Paragraph 5 of ARB No. 43, Chapter 4, previously stated that “....under some circumstances, items such asidle
facility expense, excessive spoilage, double freight, and re-handling costs may be so abnormal as to require treatment as current period
charges...” SFAS 151 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 overhead to the costs of conversion be based
on the normal capacity of the production facilities. The provisions of SFAS 151 were effective for us on February 1, 2006. The
adoption of SFAS 151 did not have a material impact on our financial position or results of operations.
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SFAS 154—In May 2005, the FASB issued SFAS No. 154 (SFAS 154), “ Accounting Changes and Error Corrections—a
replacement of APB Opinion No. 20 and FASB Statement No. 3.” SFAS 154 changes the requirements for the accounting for and
reporting of a change in accounting principle. This statement appliesto al voluntary changesin accounting principles. It also applies
to changes required by an accounting pronouncement in the unusual instance that the pronouncement does not include specific
transition provisions. SFAS 154 requires the application of a change in accounting principle be applied to prior accounting periods
presented asif that principle had always been used. When a pronouncement includes specific transition provisions, those provisions
should be followed. SFAS 154 is effective for accounting changes and corrections of errors made in fiscal years beginning after
December 15, 2005. The adoption of SFAS 154 at the beginning of fiscal 2007 did not have an effect on our consolidated financial
Statements.

FIN 48—In June 2006, the FASB issued FASB Interpretation No. 48, “Accounting for Uncertainty in Income Taxes.” This
interpretation clarifies the accounting for uncertainty in income taxes recognized in an enterprise’ s financial statements in accordance
with FASB Statement No. 109, “Accounting for Income Taxes.” FASB Interpretation No. 48 prescribes a recognition threshold and
measurement attribute for the financial statement recognition and measurement of atax position taken or expected to be taken in atax
return. It also provides guidance on de-recognition, classification, interest and penalties, accounting in interim periods, disclosure and
transition. We are currently evaluating the impact of FASB Interpretation No. 48 on our financial statements. Application of this
interpretation is required for our financial statements at the beginning of fiscal year ended January 31, 2008.

SFAS 157—In September 2006, the FASB issued SFAS No. 157 (SFAS 157), “Fair Value Measurements.” SFAS 157 providesa
common definition of fair value, establishes a framework for measuring fair value and expands the related disclosure requirements.
We are currently evaluating the impact of SFAS 157 on our financial statements. Application of SFAS 157 isrequired for our
financial statements for the fiscal year beginning February 1, 2008.

SFAS 158—In September 2006, the FASB issued SFAS No. 158 (SFAS 158), “Employers’ Accounting for Defined Benefit
Pension and Other Postretirement Plans—an amendment of FASB Statements No. 87, 88, 106, and 132(R).” This statement requires
balance sheet recognition of the overfunded or underfunded status of pension and postretirement benefit plans. Under SFAS 158,
actuarial gainsand 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 other comprehensive income, 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. Presently, we use a December 31 measurement date for the
postretirement benefit plan, which will need to change to coincide with our January 31 fiscal year-end date. We adopted SFAS 158 for
our financial statements for the fiscal year ended January 31, 2007, except for the measurement date provision, which is effective for
the fiscal year ending January 31, 2009. The impact of adopting SFAS 158 increased the empl oyee benefit liability on our
consolidated balance sheet by $1.0 million and decreased shareholders' equity by $657,000, net of tax.

SAB 108—In September 2006, the SEC issued Staff Accounting Bulletin No. 108 (SAB 108) “ Considering the Effects of Prior
Y ear Misstatements when Quantifying Misstatementsin Current Y ear Financial Statements.” SAB 108 provides interpretive guidance
on how the effects of the carryover or reversal of prior year misstatements should be considered in quantifying a current year
misstatement. The SEC staff believes that registrants should quantify errors using both a bal ance sheet and income statement approach
and evaluate whether either approach results in quantifying a misstatement that, when all relevant quantitative and qualitative factors
considered, is material. Application of SAB 108 did not have an impact on our consolidated financia statements for the fiscal year
ending January 31, 2007.
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SFAS 159—In February 2007, the FASB issued SFAS No. 159 (SFAS 159), “The Fair Value Option for Financial Assets and
Financial Liabilities—Including an Amendment of FASB Statement No. 115.” SFAS 159 allows companies the choice to measure
many financial instruments and certain other items at fair value. Application of SFAS 159 is required for our financia statements
beginning February 1, 2008. We are currently reviewing the impact of this pronouncement on our consolidated financial statements.

Note 3—Inventories

January 31
2007 2006
(In thousands)
Finished goods and components $ 36716 $ 37,236
Work in process 399 620
Raw materias 21,165 19,140

$ 58280 $ 56,996

Note 4—Property, Plant and Equipment

January 31
2007 2006
(In thousands)

Land $ 6069 $ 6415
Buildings 48,201 42,558
Machinery and equipment 164,481 149,259

218,751 198,232
Accumulated depreciation (134,600)  (122,858)

$ 84151 $ 75374

Depreciation expense for the years ended January 31, 2007, 2006 and 2005, was $13.8 million, $14.6 million and $13.9 million,
respectively.

Note 5—Debt

January 31
2007 2006
(I'n thousands)

$125 million revolving line of credit, variable interest rate payable at 6.06% at

January 31, 2007, principal payablein fiscal 2012. $ 34000 $ =
Senior notes, interest at 6.92% payable semi-annually, principal due annually through
fiscal 2008 12,500 25,000
Other debt 73 181
46,573 25,181
Less current portion (12,573) (12,681)
Long-term debt $ 34000 $ 12,500
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Our debt agreements contain covenants relating to net worth and leverage ratios. We were in compliance with these covenants at
January 31, 2007. The average interest rate on notes payable to banks was 4.9% during fiscal 2007 and 3.0% during fiscal 2006.

Borrowing arrangements currently in place with commercial banks provide available lines of credit totaling $125 million, of
which $3.2 million were being used at January 31, 2007 through the issuance of |etters of credit. Borrowings under lines of credit were
$34 million at January 31, 2007. Amounts under the lines of credit bear interest at LIBOR plus a margin, based on certain Company

financial ratios. As of January 31, 2007 the interest rate was LIBOR plus a margin of 0.75%. Commitment fees on unused amounts
are 0.225%.

Future maturities of long-term debt are as follows (in thousands):

Year ended January 31

2008 $12,573
2012 34,000
$46,573

Note 6—Income Taxes

Year Ended January 31
2007 2006 2005
(In thousands)

Provision (benefit) for income taxes consisted of:

Current:
Federal $11,056 $12,397 $ 8,398
State 1,582 1,459 1,554
Foreign 12,268 9,789 7,096
24,906 23,645 17,048
Deferred:
Federa (593) (1,160) (792)
State (91) 13 242
Foreign (448) _(2322) @)
(1,132)  (3,469) (551)
Total provision for income taxes $23,774 $20,176 $16,497
Income before provision for income taxes was as follows:
United States $36,443 $36,139 $26,536
Foreign 32,812 26,088 18,451

$69,255 $62,227 $44,987

Reconciliation of the federal statutory rate to the effective tax rate is as follows:

Federal statutory rate 35.0% 35.0% 35.0%
State income taxes, net of federal tax benefit 13 15 2.1
Tax on foreign earnings 0.5 (1.2) (2.4)
U.S. export sales (0.3) 0.7) (0.7)
International financing (0.5) (0.9 a7
Stock options 0.5 0.6 —
Manufacturing deduction (0.2) (0.4) —
Net change in valuation alowance (2.0) (1.6) 39
Other — — (0.5)
Effective income tax rate 34.3% 32.4% 36.7%

47




The components of deferred income tax assets and liabilities recorded on the consolidated balance sheet are as follows (in
thousands):

January 31
2007 2006
Deferred tax assets:
Accruals $ 3555 $ 2,075
Environmental 2,556 2,964
Employee benefits 6,230 4,869
Foreign tax credits 6,270 9,961
Foreign net operating losses 9,867 8,860
Foreign capital losses 1,041 1,175
Other 1,033 1,378
30,552 31,282
Less: Valuation allowance (8,752) (9,603)

21,800 21,679

Deferred tax liabilities:

Depreciation (4,596) (5,830)
Cumulative translation adjustment (1,865) (2,848)
Other (1,839) (1,927)
(8,300)  (10,605)

Total net deferred tax asset $13500 $ 11,074

The net deferred tax asset is presented in our consolidated balance sheets as follows (in thousands):

January 31
2007 2006
Deferred income taxes—current asset $ 4481 $ 3232
Deferred income taxes—|ong-term asset 11,817 11,851
Deferred income taxes—long-term liability (2,798) (4,009)

$13500 $ 11,074

In assessing the realizability of deferred tax assets, we consider whether it is more likely than not that some or all of the deferred
tax assets will not be realized. We consider taxable incomein prior carryback yearsto the extent permitted under the tax law,
scheduled reversal of deferred tax liabilities, projected future taxable income and tax planning strategies in making this assessment.
We believe we will be able to generate sufficient taxable income to realize our deferred tax assets, net of valuation allowances, but
changes in our operations due to market conditions could require the recording of additional valuation allowancesin the future. It is
reasonably possible that a change to the valuation allowance in the next year could be material.

We recorded a valuation allowance for the year ended January 31, 2007 and January 31, 2006 of approximately $8.8 million and
$9.6 million, respectively. During the year ended January 31, 2007, the valuation allowance decreased $851,000, net of currency
changes. The net change primarily relates to the realizability of foreign tax credits, net of current year foreign net operating losses.
During the fourth quarter of fiscal 2007, management determined that it was more likely than not that we would realize certain foreign
tax credits and a valuation allowance of $2.1 million against those credits was no longer necessary. Management determined that for
certain foreign jurisdictions, it was more likely than not, we would not realize the deferred tax asset resulting from current net
operating losses and an additional valuation allowance of $1.6 million was recorded against these losses. The valuation allowance for
net operating losses in The Netherlands was a so reduced by $837,000 due to a reduction in the statutory tax
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rate. This change coincided with areduction in the related deferred tax asset and had no net effect on the provision for income taxes
for fiscal 2007.

The decrease in the valuation allowance for the year ended January 31, 2006 of $1.8 million, net of currency changes, primarily
relates to the realizability of foreign net operating loss and capital 1oss carryforwards and liabilities for employee benefit plan, net of
current year net operating losses. During the year management determined that for certain foreign jurisdictions, it was more likely than
not, we would realize certain existing foreign net operating and capital loss carryforwards and tax benefits related to certain liabilities
for employee benefit plans. In addition, management determined that for certain foreign jurisdictions, it was more likely than not, we
would not realize current foreign net operating losses and we would continue to record valuation allowances against these losses.

The increase in the valuation allowance for the year ended January 31, 2005 of $2.1 million, primarily relates to additional
valuation allowances for net operating losses in foreign subsidiaries.

Asof January 31, 2007, we have foreign net operating loss carryforwards of approximately $34.7 million. These foreign net
operating loss carryforwards are available to offset future taxable income and have no future expiration dates. The net operating loss
carryforwards relate to subsidiaries in Europe and Australia. As of January 31, 2007, we have foreign capital |oss carryforwards of
approximately $3.4 million. These foreign capital loss carryforwards are available to offset future capital gains and have no future
expiration dates.

A deferred tax asset of $6.3 million has been recognized for U.S. foreign tax credits attributed to repatriated foreign earnings.
Realization of this deferred tax asset is dependent on generating sufficient foreign-sourced U.S. taxable income over aten year period
ending in fiscal 2017.

Note 7—Supplemental Cash Flow Information

Year Ended January 31
2007 2006 2005
(In thousands)

Cash paid during period for:
Interest $ 2403 $ 2,858 $ 3,741
Income taxes $25776 $22,079 $14,346

Supplemental disclosure of investing activities:
Business acquisitions:

Accounts receivable $228 $ — $ 54
Inventories 2,389 — 1,539
Property, plant and equipment 2,179 — 5,405
Intangible assets 16,100 — —
Goodwill 22,025 — —
Other assets 564 — —
Accounts payable and other liabilities assumed (1,677) — (762)
Notes payable assumed (3,606) — —
Total cash paid for acquisitions $40255 $ — $ 6236
Supplemental disclosure of noncash information:
Minimum pension liability adjustment, net of tax benefit $ (605) $ 677 $ —
Deferred compensation from stock appreciation rights $ — $(4734) $ 6,698
Liahility for common stock repurchase $228 $ — $ —
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Note 8—Employee Benefit Plans

We sponsor a number of defined contribution retirement plans. We match employee contributions in varying degrees and a so
make contributions to certain plans based on a percentage of employee wages. Our expense under these plans was $4.8 million,
$4.0 million, and $3.8 million for the years ended January 31, 2007, 2006 and 2005, respectively.

Asof January 31, 2007 we sponsored various defined benefit pension plans covering certain employees in France and England.
Benefits under the defined benefit pension plans are based on years of service and average earnings over a specified period of time.
The net periodic cost of our defined benefit pension plansis determined using the projected unit credit method. Several actuarial
assumptions are used to determine the defined benefit pension obligations and net periodic pension cost, the most significant of
which are the discount rate, the long-term rate of asset return and changes in compensation levels. Our funding policy for defined
benefit pension plansisto make annual contributions based on actuarially determined funding reguirements.

During fiscal 2006, we modified certain provisions of our plan in England. These provisions eliminated the accrual of future
benefits under the plan after November 1, 2005 and committed us to make contributions to the plan of approximately $390,000
annually over afive year period. We made our first contribution during fiscal 2007.

During fiscal 2007, we terminated our defined benefit pension plan in Canada through the purchase of annuities and alump sum
distribution. We have no further obligation under this plan.

The following table presents the changes in benefit obligations, changes in plan assets and funded status of our defined benefit
pension and postretirement benefit plans. Benefit obligation balances presented in the table reflect the projected benefit obligation
(PBO) for our defined benefit pension plans and accumulated postretirement benefit obligations (APBO) for the postretirement benefit
plan. Both the PBO and APBO include the estimated present value of future benefits that will be paid to plan participants, based on
expected future salary growth and employee services rendered through the measurement date. We use a measurement date of
January 31 for all defined benefit pension plans and December 31 for the postretirement plan.
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Year Ended January 31 Year Ended January 31
Defined Benefit Postretirement Benefit
2007 2006 2005 2007 2006 2005
(In thousands)

Change in benefit obligation

Benefit obligation at beginning of year $10,713 $ 9,138 $ 8578 $ 8490 $ 8,082 $ 9,389
Service cost 59 199 192 137 127 143
Interest cost 480 465 462 456 433 527
Participant contributions — 62 66 325 323 309
Plan amendments — (48) — — (613) —
Benefits paid (1,114) (239) (174) (544) (756) (724)
Actuarial (gain) or loss (1,300) 1,558 261 (1,351) 894 (1,562)
Settlements 84 — (561) — — —
Exchange rate changes 977 (422) 314 — — —

Benefit obligation at end of year 9,899 10,713 9,138 7,513 8,490 8,082

Changein plan assets

Fair value of plan assets at beginning of year 7,195 6,627 6,078 — — —
Actual return on plan assets 407 855 567 — — —
Employer contributions 498 167 420 219 433 415
Participant contributions — 62 66 325 323 309
Benefits paid (1,114) (229) (174) (544) (756) (724)
Settlements — — (561) — — —
Exchange rate changes 707 (287) 231 — — —

Fair value of plan assets at end of year 7,693 7,195 6,627 — — —

Reconciliation of funded status

Funded status (2,206) (3,518) (2,511) (7,513) (8,490) (8,082)

Unrecognized actuarial loss N/A 3,360 2,511 N/A 3,509 2,977

Unrecognized prior service cost N/A — — N/A (745) (147)

Net amount recognized at year-end $(2206) $ (158) $ — $(7513) $(5726) $(5252)

Amountsrecognized in the balance sheet consist of:

Non-current liability $(206) $ — $ — $(7513) $8 — $ —

Prepaid benefit cost — 112 254 — — —

Accrued benefit cost — (3,752) (2,666) — (5,726) (5,252)

Accumulated other comprehensive income — 3,482 2,412 — — —

Net amount recognized at year-end $(2206) $ (158) $ — $(7,513) $(5726) $(5252)

Amountsrecognized in accumulated other
compr ehensiveincome (pre-tax) consist of:

Net actuarial loss (gain) $2087 $ — $ — $1715 $§ — $ —
Prior service cost (credit) — — — (668) — —
Total $ 2,087 $ — $ — $1047 $ — $ —
Components of net periodic benefit cost
Service cost $ 5 ¢ 199 $§ 192 $ 136 $ 127 $ 143
Interest cost 480 464 462 456 433 527
Expected return on plan assets (458) (446) (422) — — —
Settlement Loss 140 — — — — —
Recognized net actuarial loss 144 121 141 366 346 533
Net periodic benefit cost $ 365 $ 338 $ 373 $ 958 $ 906 $ 1,203
Weighted-aver age assumptions
Discount rate for benegit obligation 52% 4.7% 5.3% 5.8% 5.5% 5.5%
Discount rate for net periodic benefit cost 4.7% 5.3% 5.6% 5.5% 5.5% 6.0%
Expected long-term rate of return on plan assets 6.5% 6.5% 7.0% — — —
Varying rates of interest in compensation levels based
on age 3.0% 3.0% 2.8% — — —
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The expected long-term rate of return on defined benefit pension plan assets assumption is derived based on the historical returns
achieved by the pension trust and anticipated future long-term performance of individual assets classes. Consideration is also given to
the appropriate investment strategy and anticipated future distribution of plan assets between asset classes. While this analysis gives
appropriate consideration to recent trust performance and historical returns, the assumption represents a long-term prospective return.

Our principal objectiveisto ensure that plan assets are sufficient to enable all future pension liabilities to be paid when due. Plan
assets are allocated with a goal to achieve diversification between and within various asset classes to meet long-term objectives of
return, while mitigating against downside risks and considering expected cash flows. The asset allocations for the pension assets at
January 31, 2007 and 2006 are as follows:

Per centage of
Plan Assets

At January 31
Asset Category 2007 2006 Target allocation
Equity 53%  53% 53%
Debt 40% 45% 40%
Real estate 3% 2% 3%
Cash 4%  — 4%

Equity includes domestic and international equity securities, such as common, preferred or other capital stock, as well as mutual
funds. Debt includes domestic and international debt securities, such as U.S. and other foreign government securities, corporate bonds
and commercial paper.

We determine the discount rate for the defined benefit pension plans and postretirement plan each year as of the measurement
date, based on areview of interest rates associated with long-term high quality corporate bonds in the geographic region where the
plan is maintained.

The accumulated benefit obligation is the actuarial present value of benefits attributed to employee services rendered to date,
excluding assumptions about future compensation levels. The accumulated benefit obligation for all defined benefit pension plans was
$9.8 million at January 31, 2007 and $10.6 million at January 31, 2006. The minimum pension liability, included in other long-term
lighilities was $2.2 million and $3.4 million as of January 31, 2007 and 2006, respectively. The decrease in the liability in fiscal 2007
istheresult of changes in assumptions, mainly an increase in the discount rate.

We aso provide a postretirement benefit plan, consisting of health care coverage to eligible retirees and qualifying dependentsin
the United States. Benefits under this postretirement benefit plan are generally based on age at retirement and years of service. The net
periodic cost of the postretirement plan is determined using the projected unit credit method. Other significant actuarial assumptions
include the discount rate, health care cost trend rates (rate of growth for medical costs) and rates of retirement and life expectancy of
plan participants. We determine our discount rate using a“yield curve expected benefit payment” methodology. This methodology
uses individual curve rates to discount each future years' expected plan benefit payments. We are accruing the estimated future costs
of providing postretirement benefits to eligible active employees during the active service period. Our postretirement plan is not
funded and we have no current plans to provide funding other than annual contributions, which represent the benefits paid for the year.
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Assumed health care cost trend rates have a significant effect on the amounts reported for our postretirement benefit plan. The
assumed health care cost trend rates used in measuring the APBO were as follows at January 31:

January 31
2007 2006
Health care cost trend rate assumed next year 10% 11%
Ultimate trend rate 45% 45%
Y ear ultimate trend rate is reached 2013 2013

The following presents the effect of a 1% change in health care cost trend rates at January 31, 2007 (in thousands):

1% 1%
Increase Decrease

Change in health care cost trend rate:
Effect on service and interest costs $ 72 $ (61)
Effect on postretirement benefit obligation 905 (768)

The fiscal 2008 postretirement benefit costs will be based on a 5.75% discount rate.

The impact of adopting SFAS 158 during fiscal 2007 increased the long-term empl oyee benefit liability on our consolidated
balance sheet by $1.0 million and decreased shareholders’ equity by $657,000, net of tax.

The amount in accumulated other comprehensive income expected to be recognized as components of net periodic benefit costs
in fiscal 2008 include an actuarial loss of $86,000 for our defined benefit plans and an actuarial loss of $193,000 and a prior service
credit of $77,000 for our postretirement plan.

Our expected contribution in fiscal 2008 to the defined benefit pension plans is $393,000 and to the postretirement benefit planis
$362,000.

The table below reflects the estimated total pension benefits and other postretirement gross benefit paymentsto be paid from the
plans over the next ten years (in thousands):

Postr etirement Benefit

Gross Benefit Medicare
Fiscal Year Defined Benefit Payments Subsidy
2008 $ 236 $ 910 $ 113
2009 234 995 126
2010 228 1,147 139
2011 265 1,246 150
2012 294 1,348 167
2013 - 2017 1,531 7,961 1,012
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Note 9—Share-Based Compensation Plans

We have granted two types of awards, stock options and stock appreciation rights (SARS), under our share-based compensation
plans to officers, key managers and directors. Stock options provide the holder the right to receive our common shares at an
established price. SARS provide the holder the right to receive an amount, payable in our common shares, equal to the excess of the
market value of our common shares on the date of exercise (“intrinsic value”) over the base price at the time the right was granted.
The base price may not be less than the market price of our common shares on the date of grant. The prices for all awards are
established by our Board of Directors Compensation Committee at the time the awards are granted. All awards vest ratably over a
four-year period and have aterm of ten years.

We have reserved 1,400,000 shares of common stock under our stock option plan. As of January 31, 2007 atotal of 807,000
shares have been issued upon the exercise of stock options. No additional stock options can be granted under the terms of the plan.
The SARS plan provides for the issuance of 750,000 shares of common stock upon the exercise of SARS of which 69,000 shares have
been issued at January 31, 2007. We issue new common shares upon the exercise of all awards.

A summary of the Plan’s status at January 31, 2007, 2006, and 2005 together with changes during the periods then ended are
presented in the following table (in thousands, except per share amounts):

Stock Options Stock Appreciation Rights
Weighted Average Weighted Average
Outstanding ExercisePrice Outstanding ExercisePrice

Awards Per Share Awards Per Share
Balance at January 31, 2004 1,192 $13.16 — $ —
Granted 122 21.15 453 21.15
Exercised (123) 13.36 - -
Forfeited ( 6) 13.14 ( 5) 21.15
Balance at January 31, 2005 1,185 13.96 448 21.15
Granted — — 612 35.60
Exercised (325) 13.64 (41) 21.15
Forfeited (19) 13.22 — —
Balance at January 31, 2006 841 14.10 1,019 29.83
Granted — — 255 37.05
Exercised (246) 14.47 (126) 28.65
Forfeited (25) 17.76 (117) 31.57
Balance at January 31, 2007 570 $13.79 1,031 $31.56

The following table presents all share-based compensation costs recognized in our statements of income (in thousands):

Year ended January 31

2007 2006 2005

Method used to account for share-based compensation Fair Vaue Fair Value/ntrinsic Intrinsic
Share-based compensation under SFAS 123R $ 4033 $ 2506 $ —
Share-based compensation under FIN 28 — (228) 2,493
$ 4033 3 2278 $ 2493

Tax benefit recognized $ 1,118 % 582 $ 822




A summary of award activity under the Plans as of January 31, 2007, is presented below:

Weighted-
Aggregate Average Average
Exercise Intrinsic Contractural
Awards Price Value Life
(In thousands) (In thousands)

Outstanding at January 31, 2007 1,601 $25.27 $45,549 7
Outstanding at January 31, 2007 and expected to vest 833 $30.70 $19,177 E
Exercisable at January 31, 2007 663 $17.50 $24,012 6

Thetotal intrinsic value of options exercised during the years ended January 31, 2007 and 2006 was $8.4 million and $10.3
million, respectively. The total intrinsic value of SARS exercised during the years ended January 31, 2007 and 2006 was $2.2 million
and $1.0 million, respectively.

A summary of the status of the Plans' nonvested awards as of January 31, 2007 is presented below:

Weighted Average
Grant-Date
Nonvested Awards Fair Value Per Award
(In thousands)

Nonvested at January 31, 2006 1,247 $11.20
Granted 255 15.24
Vested (424) 9.65
Forfeited (140) 12.28
Nonvested at January 31, 2007 938 $12.84

As of January 31, 2007, there was $9.5 million of total unrecognized compensation cost related to nonvested share-based
compensation awards granted under the Plans. That cost is expected to be recognized over aweighted average period of 2.6 years. The
following table represents as of January 31, 2007 the share-based compensation costs to be recognized in future periods (in thousands)
for awards granted to date:

Fiscal Year Amount
2008 $4,087
2009 3,336
2010 1,734
2011 305

$9,462
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Note 10—Earnings Per Share
The following table presents the cal culation of basic and diluted earnings per share (in thousands, except per share amounts):

Year Ended January 31

2007 2006 2005

Basic earnings per share:
Net income $45481 $42,051 $28,490
Weighted average shares of common stock outstanding 12,505 12,354 12,164

$ 364 $ 340 $ 234

Diluted earnings per share:

Net income $45481 $42,051 $28,490
Weighted average shares of common stock outstanding 12,505 12,354 12,164
Dilutive effect of stock options 566 496 562
Diluted weighted average shares of common stock outstanding 13,071 12,850 12,726

$ 348 $ 327 $ 224

Basic earnings per share is based on the weighted average number of common shares outstanding for the period. Diluted
weighted average common shares includes the incremental shares that would be issued upon the assumed exercise of stock options
and stock appreciation rights. Unexercised SARS totaling 381,000 awards were excluded from the fiscal 2007 calculation of diluted
earnings per share because they were antidilutive. All stock options are included in our calculation of incremental shares because they
aredilutive.

Note 11—Derivative I nstruments and Hedging Activities

We have operations and sell products to dealers and original equipment manufacturers throughout the world. Our activities
expose us to avariety of market risks, including the effects of changesin foreign currency exchange rates. These financial exposures
are monitored and managed within our foreign exchange management policy as approved by the Board of Directors. Our risk-
management program focuses on the unpredictability of financial markets and seeks to reduce the effects that the volatility of these
markets may have on our operating results.

We maintain aforeign currency risk-management strategy that uses derivative instruments to protect our interests from
unanticipated fluctuations in earnings caused by volatility in foreign currency exchange rates. Various amounts of our payables,
receivables and subsidiary royalties are denominated in foreign currencies, thereby creating exposures to changes in exchange rates.

We purchase foreign currency forward exchange contracts with contract terms lasting up to six months, but generally less than
one month, to protect against the adverse effects that exchange rate fluctuations may have on foreign currency denominated
receivables and payables. These derivatives do not qualify for hedge accounting, in accordance with SFAS No. 133 “Accounting for
Derivative Instruments and Hedging Activities.” The gains and losses on both the derivatives and the foreign currency denominated
receivables and payables are recorded as transaction adjustments in current earnings thereby minimizing the effect on current earnings
of exchange-rate fluctuations. During the year ended January 31, 2007, foreign currency gainsincluded in other income and expense
on the statement of income were $1.1 million. During the years ended 2006 and 2005, foreign currency losses, included in other
income and expense on the statements of income, were $120,000 and $640,000, respectively.
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By using derivative financial instruments to hedge exposures to changes in exchange rates, we expose ourselves to credit risk and
market risk. Credit risk is the failure of the counterparty to perform under the terms of the derivatives contract. When the fair value of
aderivative contract is positive, the counterparty owes us, which creates repayment risk for us. When the fair value of aderivative
contract is negative, we owe the counterparty and, therefore, it does not possess repayment risk. We minimize the credit or repayment
risk in derivative instruments by entering into transactions with counterparties whose credit ratings are AA or higher, monitoring the
amount of exposure to each counterparty and monitoring the financial condition of our counterparties.

Market risk isthe adverse effect on the value of aforeign exchange contract that results from a change in the underlying
exchange rates. The market risk associated with these foreign exchange risks is managed by only hedging actual exposures. Any
change in value of the foreign exchange contract due to exchange rate change is offset by the change in value of the underlying asset
being hedged due to exchange rate change.

At January 31, 2007 and 2006, we had approximately $44.3 million and $39.8 million, respectively, nomina value of contractsin
place to buy or sell foreign currency. The fair value of these contracts at January 31, 2007 and 2006 is not materially different than the
nominal value. The difference between the nominal and fair value is recorded in the consolidated financial statements as an unrealized
foreign currency gain or loss. The principal currencies hedged are denominated in Japanese yen, Canadian dollars, Euros and British
pounds.

Note 12—Commitments and Contingencies
Environmental Matters

We are subject to environmental laws and regulations, which include obligations to remove or mitigate environmental effects of
past disposal and release of certain wastes and substances at various sites. We record liabilities for affected sites when environmental
assessments indicate probable cleanup and the costs can be reasonably estimated. Other than for costs of assessments themselves, the
timing and amount of these liabilitiesis determined based on the estimated costs of remediation activities and our commitment to a
formal plan of action, such as an approved remediation plan. The reliability and precision of the loss estimates are affected by
numerous factors, such as different stages of site evaluation and reevaluation of the degree of remediation required. We adjust our
liahilities as new remediation requirements are defined, as information becomes available permitting reasonabl e estimates to be made
and to reflect new and changing facts.

It is reasonably possible that changes in estimates will occur in the near term and the related adjustments to environmental
liabilities may have a material impact on our net income. Unasserted claims are not currently reflected in our environmental
remediation liabilities. It is aso reasonably possible that these claims may also have a material impact on our net income if asserted.
We cannot estimate at this time the amount of any additional loss or range of loss that is reasonably possible.

Our specific environmental matters consist of the following:

Fairview, Oregon

In 1996, the Oregon Department of Environmental Quality issued two Records of Decision impacting our Fairview, Oregon
manufacturing facility. The records of decision required usto initiate remedial activities related to the cleanup of groundwater
contamination at and near the facility. Remediation activities have been conducted at or near the facility since 1996 and current
estimates provide for some level of activity to continue through 2019. Costs of certain remediation activities at the facility are shared
with The Boeing Company, with Cascade paying 70% of these costs. The recorded liability for the ongoing
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remediation activities at our Fairview facility was $5.9 million and $6.7 million at January 31, 2007 and 2006, respectively.

Springfield, Ohio

In 1994, we entered into a consent order with the Ohio Environmental Protection Agency, which required the installation of
remediation systems for the cleanup of groundwater contamination at our Springfield, Ohio facility. The current estimate is that the
remediation activities will continue through 2013. The recorded liability for ongoing remediation activities in Springfield was $1.0
million and $1.1 million at January 31, 2007 and 2006, respectively.

Presented below isarollforward of our environmental liabilities and expenses for the three years ended January 31, 2007 (in
thousands):

Fairview Springfield Other Total
Balance at January 31, 2004 $8,294 $1104 $ — $ 9398
Accrued — 155 146 301
Cash payments (833) (173) — (1,006)
Balance at January 31, 2005 $7,461 $1,086 $ 146 $ 8,693
Accrued (259) 259 — —
Cash payments (541) (207) (10) (758)
Balance at January 31, 2006 $6,661 $1,138 $ 136 $ 7,935
Accrued — — (136) (136)
Cash payments (786) (151) — (937)
Balance at January 31, 2007 $5,875 $ 987 $ — $ 6,862

L ease Commitments

We lease certain facilities and equipment under noncancelable operating leases. Rent expense for the years ended January 31,
2007, 2006, and 2005 totaled $2.5 million, $2.4 million and $1.8 million, respectively. Future minimum rental commitments under
these leases as of January 31, 2007 are as follows (in thousands):

2008 $2,887
2009 2,471
2010 1,818
2011 1,234
2012 620

$9,030

L egal Proceedings

We are subject to legal proceedings, claims and litigation, in addition to the environmental matters previously discussed, arising
in the ordinary course of business. While the outcome of these mattersis currently not determinable, management does not expect the
ultimate costs to resolve these matters will have amaterial adverse effect on our consolidated financial position, result of operations,
or cash flows.
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Note 13—Fair Value of Financial Assetsand Liabilities

Thefair value of our financial instruments represents the amount at which the instrument could be exchanged in a current
transaction between willing parties, other than in aforced sale or liquidation. The carrying amount of our cash and cash equivalents,
marketabl e securities, trade receivables and payables and notes payable to banks approximates fair value due to the short maturity of
these instruments. Fair value of long-term debt is estimated based either on quoted market prices for similar issues or on current rates
offered to us for debt of the same remaining maturities. The estimated fair values of our financial liabilities for which the carrying
amount does not approximate fair valueis as follows:

January 31
2007 2006
Fair Carrying Fair Carrying
Value Amount Value Amount
(In thousands)
Long-term debt, including current portion $46,787 $46,573 $25828 $25,181

Note 14—Segment I nfor mation

Our operating units have several economic characteristics and attributes, including similar products, distribution patterns and
classes of customers. As aresult, we aggregate our operating units into four geographic operating segments related to the
manufacturing, distribution and servicing of material handling load engagement products primarily for the lift truck industry. We
evaluate performance of each of our operating segments based on income before interest, miscellaneous income/expense and income
taxes. The accounting policies of the operating segments are the same as those described in the summary of accounting policies.

Revenues and operating results are classified according to the country of origin. Identifiable assets are attributed to the
geographic location in which they are located. Net sales, operating results and identifiable assets by geographic region were as follows
(in thousands):

Year Ended January 31

2007 North America Europe Asia Pacific China Eliminations Consolidation
Net sales $ 263,312 $ 137,755 $ 48,256 $ 29527 $ — $ 478,850
Transfers between areas 25,367 1,468 220 7,853 (34,908) —
Net sales and transfers $ 288,679 $ 139223 $ 48,476 $ 37,380 $ (34,908) $ 478,850
Gross Profit $ 102,810 $ 22641 $ 12,093 $ 12,436 $ 149,980
Selling and administrative 46,015 23,371 8,225 3,098 80,709
Loss (gain) on disposition of assets 16 (588) a7) 37 (552)
Amortization 598 851 19 4 1,472
Operating income (loss) $ 56,181 $ (993) $ 3,866 $ 9,297 $ 68,351
Total assets $ 213451 $ 114660 $ 31,323 $ 37,998 $ 397,432
Property, plant and equipment, net $ 34,378 $ 35300 $ 1642 $ 12831 $ 84,151
Capital expenditures $ 6,174 $ 2469 $ 481 $ 894 $ 18,078
Depreciation expense $ 7,899 $ 4968 $ 387 $ 499 $ 13,753

59




2006

Net sales

Transfers between areas

Net sales and transfers

Gross Profit

Selling and administrative

Loss (gain) on disposition of assets
Amortization

Operating income

Total assets

Property, plant and equipment, net
Capital expenditures

Depreciation expense

2005

Net sales

Transfers between areas

Net sales and transfers

Gross Profit

Selling and administrative(1)

Loss (gain) on disposition of assets
Amortization

Operating income (10ss)

Total assets

Property, plant and equipment, net
Capital expenditures

Depreciation expense

Year Ended January 31

North America Europe Asia Pacific China Eliminations Consolidation

$ 250,576 $ 132213 $ 45471 $ 22243 $ — $ 450,503

22,461 2,616 177 5,652 (30,906) —

$ 273,037 $ 134829 $ 45,648 $ 27895 $ (30,906) $ 450,503

$ 97,869 $ 23746 $ 12,394 $ 8,720 $ 142,729

44,672 22,033 7,803 2,499 77,007

4 441 (65) 5 385

151 1,264 — 28 1,443

$ 53,042 $ 8 $ 4,656 $ 6,188 $ 63,894

$ 196,078 $ 110,785 $ 30,751 $ 23,669 $ 361,283

$ 34,302 $ 35336 $ 1567 $ 4,169 $ 75374

$ 5,923 $ 3189 $ 336 $ 1132 $ 10,580

$ 8,032 $ 5752 $ 412 $ 366 $ 14,562
Year Ended January 31

North America Europe Asia Pacific China Eliminations Consolidation

$ 208,553 $ 118,723 $ 39,095 $ 19348 $ = $ 385,719

21,225 1,918 28 3,608 (26,779) —

$ 229,778 $ 120641 $ 39,123 $ 22956 $ (26,779) $ 385,719

$ 80,378 $ 23629 $ 11,195 $ 7,980 $ 123,182

42,516 23,574 6,813 1,841 74,744

70 (71) ) 6 3

145 485 — 28 658

$ 37,647 $ (359) $ 4,384 $ 6,105 $ 47,777

$ 167,118 $ 114948 $ 28,580 $ 17,446 $ 328,092

$ 36,084 $ 41004 $ 1,626 $ 3,313 $ 82027

$ 8,101 $ 4640 $ 301 $ 539 $ 13,581

$ 7,585 $ 5612 $ 356 $ 359 $ 13912

(1) Includes $1.3 million of income from insurance litigation recovery and $155,000 of environmental expensesin North America

The following table represents sales by place of destination:

United States

Europe, excluding United Kingdom

United Kingdom
China
Canada

Other countries (less then 5% of total salesindividually)

60

Year Ended January 31

2007 2006 2005

(In thousands)
$229,438 $215,815 $180,097
102,329 102,265 92,236
27,955 27,113 23,374
27,703 20,414 17,600
25,605 26,694 20,960
65,820 58,202 51,452
$478,850 $450,503 $385,719




Note 15—Warranty Obligations

Our warranty obligations, which are recorded in other accrued expenses on the consolidated balance sheet, are as follows:

January 31
2007 2006
(In thousands)
Beginning obligation $ 1665 $ 1911
Accruals for warranties issued during the period 2,583 2,168
Accruasfor pre-existing warranties (22) 52
Settlements during the year (2,481)  (2,466)
Ending obligation $ 1,755 $ 1,665

Note 16—Goodwill

During fiscal 2007, goodwill increased $22.0 million due to the acquisition of PSM. See Note 18—"Acquisitions” for further
details on the PSM acquisition. The remaining difference is due to the fluctuation of foreign currencies. We have no goodwill in

China. The following table provides a breakdown of goodwill by geographic region:

January 31
2007 2006
(In thousands)
North America $85,903 $65,978
Europe 10,598 9,840
AsiaPacific 2,997 3,002

$99,498 $78,820

Note 17—Supplementary Quarterly Financial Information (unaudited)

1st Quarter 2nd Quarter 3rd Quarter 4th Quarter

(In thousands, except per share amounts)

Y ear ended January 31, 2007

Net sales $ 117,774 $ 119376 $ 122,809

Gross profit $ 36689 $ 38353 $ 39453

Operating income $ 17197 $ 18106 $ 19,210

Net income $ 11034 $ 11923 $ 12,283
Net income per share:

Basic $ 088 $ 095 $ 0.97

Diluted $ 084 $ 091 % 0.94

Y ear ended January 31, 2006

Net sales $ 114515 $ 114966 $ 112,599

Gross profit $ 3748 $ 36570 $ 36,825

Operating income $ 19222 $ 16875 $ 17,165

Net income $ 12208 $ 10,750 $ 10,828
Net income per share:

Basic $ 1.00 $ 087 $ 0.87

Diluted $ 095 $ 084 $ 0.84
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118,891
35,485
13,838
10,241

0.83
0.80

108,423
31,846
10,632

8,265

0.66
0.63




Note 18—Acquisitions

During fiscal 2007, we purchased the assets of PSM, a manufacturer of construction attachments located in Woodinville,
Woashington. The total purchase price for the assets was approximately $40.3 million, net of assumed liahilities.

During fiscal 2005, we purchased the assets of Falkenroth Foerdertechnik (Falkenroth), amajor German fork manufacturer.
Falkenroth was placed into insolvency by its creditorsin March 2004. The total purchase price for the assets was approximately $6.2
million, net of assumed liabilities.

Note 19—Accumulated Other Comprehensive Income (L 0ss)

Accumulated Other Compr ehensive Income (L 0ss)

Minimum
Translation Pension/Postr etir ement
Adjustment Liability Adjustment Total
(I'n thousands)
Balance at January 31, 2004 $ 3,340 $(2,309) $ 1,031
Trandlation adjustment 6,735 — 6,735
Balance at January 31, 2005 10,075 (2,309) 7,766
Tranglation adjustment 592 — 592
Minimum pension liability adjustment, net of tax benefit
of $393 = __(671) __(677)
Balance at January 31, 2006 10,667 (2,986) 7,681
Trandlation adjustment 4,008 — 4,008
Minimum pension/postretirement liability adjustment, net of
tax benefit of $360 — 605 605
Balance at January 31, 2007 $14,675 $(2,381) $12,294
Note 20—Intangible Assets
January 31
2007 2006
(In thousands)
Customer relationships $13,390 $ 2,053
Intellectual property 4,617 739
Other 2,407 1,881
20,414 4,673
Accumulated amortization (3,388)  (2,486)

$17,026 $ 2,187

During fiscal 2007, intangible assets increased $16.1 million due to the acquisition of PSM. The PSM intangible assets included
customer relationships, intellectual property, and other intangibles of $11.8 million, $3.9 million and $400,000, respectively.
Amortization expense for the years ended January 31, 2007, 2006 and 2006, was $1.5 million, $1.4 million, and $700,000,
respectively.
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The following table represents future amortization expense as of January 31, 2007 (in thousands):

Year ended January 31

2008 $ 2,586
2009 1,931
2010 1,864
2011 1,666
2012 1,647
Thereafter 7,332

$17,026

Note 21—Subsequent Event

On April 9, 2007, we entered into a settlement agreement with Employers Reinsurance Corporation with respect to litigation to
recover various expenses incurred in connection with environmental and related proceedings. The recovery from the settlement, which
is expected to approximate $15.5 million, net of expenses, will be recorded in our consolidated financial statements for the first
quarter of fiscal 2008. This concludes all litigation against our insurance companies with regards to environmental matters.
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Schedulell
Cascade Cor poration

Valuation and Qualifying Accounts
(In thousands)

Column A Column B Column C Column D Column E
Balance at Charged to
Beginning of Costsand Balance at

Description Period Expenses Deductions End of Period
Y ears ended January 31:
2007
Allowance for doubtful accounts receivable $ 1,415 $ 291 $ (191) $ 1,515
Valuation allowances—deferred tax assets $ 9,603 $1,219 $(2,070) $ 8,752
2006
Allowance for doubtful accounts receivable $ 2,182 $ 129 $ (896) $ 1,415
Valuation allowances—deferred tax assets $11,437 $1,283 $(3,117) $ 9,603
2005
Allowance for doubtful accounts receivable $ 2,023 $ 571 $ (412) $ 2,182
Vauation allowances—deferred tax assets $ 9,525 $2,057 $ (145) $11,437

Item 9. Changes In and Disagreements With Accountants on Accounting and Financial Disclosure
None.

Item 9A. Controlsand Procedures
Evaluation of Disclosure Controls and Procedures

Our management has evaluated, under the supervision and with the participation of our chief executive officer and chief financial
officer, the effectiveness of our disclosure controls and procedures as of the end of the period covered by this report pursuant to
Rule 13a-15(b) under the Securities Exchange Act of 1934 (the “Exchange Act”). Based on that evaluation, our chief executive officer
and chief financial officer have concluded that, as of the end of the period covered by this report, our disclosure controls and
procedures are effective in ensuring that information required to be disclosed in our Exchange Act reportsis (1) recorded, processed,
summarized and reported in atimely manner, and (2) accumulated and communicated to our management, including our chief
executive officer and chief financial officer, as appropriate to allow timely decisions regarding required disclosure.

M anagement’s Report on Internal Control Over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting. Because of its
inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changesin
conditions, or that the degree of compliance with the policies or procedures may deteriorate.

Under the supervision and with the participation of our management, we assessed the effectiveness of our internal control over
financia reporting as of January 31, 2007. In making this assessment, we used the criteria set forth by the Committee of Sponsoring
Organizations of the Treadway Commission in “Internal Control—Integrated Framework”. Based on our assessment we concluded
that, as of January 31, 2007, the Company’ sinternal control over financial reporting was effective based on those criteria.
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During December 2006, we purchased the assets of Pacific Services & Manufacturing, Inc. (PSM). Management has excluded
PSM from its assessment of internal controls over financial reporting as of January 31, 2007. PSM is awholly-owned subsidiary for
which total assets and total revenues represent 12% and less than 1%, respectively, of the related consolidated financial statement
amounts as of and for the year ended January 31, 2007.

Management’ s assessment of the effectiveness of our internal control over financial reporting as of January 31, 2007, has been
audited by PricewaterhouseCoopers LLP, an independent registered public accounting firm, as stated in their report, which isincluded
herein.

Changesin Internal Control Over Financial Reporting
There has been no change in the internal control over financial reporting that occurred during the three months ended January 31,
2007 that has materially affected, or is reasonably likely to materially affect, our internal control over financia reporting.

CEO and CFO Certifications

The certifications of our Chief Executive Officer and Chief Financial Officer required under Section 302 of the Sarbanes-Oxley
Act have been filed as Exhibits 31.1 and 31.2 to this report. Additionally, on June 21, 2006 our Chief Financial Officer certified to the
New Y ork Stock Exchange that he was not aware of any violation by Cascade of the New Y ork Stock Exchange's corporate
governance listing standards.

Item 9B. Other Information
None.

PART I11
Item 10. Directors, Executive Officersand Corporate Gover nance

Information regarding our directorsis set forth under the heading “Proposal 1: Election of Directors’ in the Company’s Proxy
Statement for its 2007 Annual Meeting to be filed within 120 days after our fiscal year end of January 31, 2007, (“Proxy Statement”)
and isincorporated into this report by reference. Information regarding our executive officersis set forth in Part |, of this report under
“Officers of the Registrant.”

Audit Committee

We have a separately-designated standing Audit Committee established in accordance with Section 3(a)(58)(A) of the Exchange
Act. The members of the Audit Committee are Mr. Duane C. McDougall (Chair), Dr. Nicholas R. Lardy, Mr. James S. Osterman,
Dr. Nancy A. Wilgenbusch, and Mr. Henry W. Wessinger 11, each of whom is independent as independence for Audit Committee
membersis defined under New Y ork Stock Exchange listing standards applicable to Cascade.

Audit Committee Financial Expert

Our Board of Directors has determined that Duane C. McDougall, Chair of the Audit Committee, is an audit committee financial
expert as defined in Item 407(d)(5) of Regulation S-K of the Exchange Act and is independent as independence for Audit Committee
membersis defined under New Y ork Stock Exchange listing standards applicable to Cascade.
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Code of Ethics

We have adopted a code of ethics and business responsibilities (“Code”) for directors, officers (including the CEO, CFO,
principal accounting officer, and persons performing similar functions) and employees, which is Exhibit 14 of this report. A copy of
the Code is available on our website at www.cascorp.convinvestor. Shareholders may also request afree copy of the Code from:

Cascade Corporation
Attention: Secretary

Post Office Box 20187
Portland, Oregon 97294-0187
503-669-6300

We will post on our website any required amendments to or waivers granted under the Code pursuant to Securities and Exchange
Commission or New Y ork Stock Exchange disclosure rules.
Item 11. Executive Compensation

Information regarding compensation of our named executive officers, directors and certain matters regarding the Compensation
Committee of our Board of Directorsis set forth under the headings “ Executive Compensation,” “ Corporate Governance and Other
Board Matters—Director Compensation” and “ Compensation Committee Interlocks and Insider Participation,” in the Proxy Statement
and isincorporated into this report by reference.

Item 12.  Security Ownership of Certain Beneficial Ownersand Management and Related Stock Holder Matters

Information concerning the security ownership of certain beneficial owners, directors, and executive officers of Cascadeis set
forth under the heading “V oting Securities—Stock Ownership Of Certain Beneficial Owners And Management” in the Proxy
Statement and is incorporated into this report by reference.

Information regarding our equity compensation plans is set forth under the heading “ Equity Compensation Plan Information” in
the Proxy Statement and is incorporated into this report by reference.
Item 13. Certain Relationships and Related Transactions, and Director I ndependence

Information concerning the independence of Cascade directorsis set forth under the heading “ Corporate Governance and Other
Board Matters—Board Independence’ in the Proxy Statement and isincorporated by reference.
Item 14. Principal Accounting Feesand Services

Information concerning fees paid to our independent auditorsis set forth under the heading “1ndependent Registered Public
Accounting Firm” in the Proxy Statement and is incorporated into this report by reference.
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PART IV
Item 15. Exhibitsand Financial Statement Schedules
(a) Indexto Financial Statements

1. Consolidated Financial Statements
Report of Independent Registered Public Accounting Firm 33
Consolidated Financial Statements:
Statements of Income for each of the three years in the period ended January 31, 2007 35
Balance Sheets at January 31, 2007 and 2006 36
Statements of Changes in Shareholders Equity for each of the three yearsin the 37

period ended January 31, 2007
Statements of Cash Flows for each of the three years in the period ended January 31, 2007 38

Notes to Consolidated Financial Statements 39
2. Financial Statement Schedule for each of the three years ended January 31, 2007, 2006 and
2005.
Valuation and Qualifying Accounts 64

Theindividual financia statements of the registrant and its subsidiaries have been omitted since Cascadeis primarily an
operating company and all subsidiaries included in the consolidated financial statements, in the aggregate, do not have minority equity
interests and/or indebtedness to any person other than the registrant or its consolidated subsidiaries in amounts which together exceed
5% of the total consolidated assets at January 31, 2007, except indebtedness incurred in the ordinary course of business which is not
overdue and which matures within one year from the year of its origination.
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3. Exhibits

Exhibit No. Description
31 Articles of Incorporation, as amended, filed as Exhibit 4.1 to the Registration Statement on
Form S-8 (Registration No. 333-111860) filed with the Commission on January 12, 2004.(1)
3.2 Bylaws, as amended April 6, 2007.

10.1 Severance Agreement dated May 25, 2000, with Richard S. Anderson, filed as Exhibit 3 to
Form 10-K filed with the Commission on May 1, 2001.(1)(2)

10.2 Severance Agreement dated May 25, 2000, with Terry H. Cathey, filed as Exhibit 2 to Form 10-K
filed with the Commission on May 1, 2001.(1)(2)

10.3 Severance Agreement dated May 25, 2000, with Robert C. Warren, Jr., filed as Exhibit 1 to
Form 10-K filed with the Commission on May 1, 2001.(1)(2)

104 1999 Amendment and Restatement of the Cascade Corporation 1995 Senior Managers' Incentive
Stock Option Plan filed as Exhibit 4.3 to the Registration Statement on Form S-8 (Registration
No. 333-103581) filed with the Commission on March 4, 2003.(1)(2)

10.5 Form of Stock Option Agreement for 1999 Amendment and Restatement of the Cascade
Corporation 1995 Senior Managers' Incentive Stock Option Plan filed as Exhibit 10.5 to Form 10-
K filed with the Commission on April 18, 2005.(1)(2)

10.6 Cascade Corporation Stock Appreciation Rights Plan, filed as Exhibit 10.6 to Form 10-K with the
Commission on April 17, 2006.(1)(2)

10.7 Form of Stock Appreciation Rights Agreement for Cascade Corporation Stock Appreciation Rights
Plan filed as Exhibit 10.7 to Form 10-K filed with the Commission on April 18, 2005.(1)(2)

10.8 Summary of Non-Employee Director and Named Executive Officer Compensation Arrangements.
@)

10.9 Loan Agreement dated February 28, 2003, among Cascade Corporation, Bank of America, N.A.,
Union Bank of California, N.A., and Bank of America, N.A. as agent, filed as Exhibit 10.1 to
Form 8-K filed with the Commission on December 18, 2006.(1)

10.10 Amendment to Credit Agreement dated June 29, 2005, among Cascade Corporation, Bank of
America, N.A., Union Bank of California, N.A., and Bank of America, N.A. as agent, filed as
Exhibit 10.2 to Form 8-K filed with the Commission on December 18, 2006.(1)

10.11 Second Amendment to Credit Agreement dated February 24, 2006, among Cascade Corporation,
Bank of America, N.A., Union Bank of California, N.A., and Bank of America, N.A. as agent,
filed as Exhibit 10.3 to Form 8-K filed with the Commission on December 18, 2006.(1)

10.12 Third Amendment to Loan Agreement dated December 12, 2006, among Cascade Corporation,
Bank of America, N.A., Union Bank of California, N.A., and Bank of America, N.A. as agent,
filed as Exhibit 10.4 to Form 8-K filed with the Commission on December 18, 2006.(1)

10.13 Asset Purchase Agreement dated December 14, 2006, among Pacific Services &
Manufacturing, Inc., Walter Pisco, PSM LLC, and Cascade Corporation, filed as Exhibit 2.1 to
Form 8-K filed with the Commission on December 20, 2006.(1)

14 Code of Ethics and Business Responsibilities for Directors, Officers, and Employees, filed as
Exhibit 14 to Form 10-K filed with the Commission on April 17, 2006.(1)

21 Subsidiaries of the registrant.

23 Consent of PricewaterhouseCoopers LLP, Independent Registered Public Accounting Firm.
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Exhibit No. Description

311 Certification of Chief Executive Officer
31.2 Certification of Chief Financial Officer

32 Certification of Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C.
Section 1350

(1) Incorporated by reference.
(2) Indicates management contract or compensatory plan or arrangement.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant, CASCADE
CORPORATION has duly caused this annual report to be signed on its behalf by the undersigned thereunto duly authorized.

CASCADE CORPORATION

By: /9 RICHARD S. ANDERSON
Richard S. Anderson
Senior Vice President and
Chief Financial Officer

Pursuant to the requirements of the Securities Exchange Act of 1934 this report has been signed below by the following persons
on behalf of the registrant and in the capacities on the dates indicated.

/s ROBERT C. WARREN, JR. President and Chief Executive Officer, and Director April 13, 2007
Robert C. Warren, Jr. (Principal Executive Officer) Date

/s RICHARD S. ANDERSON Senior Vice President and Chief Financial Officer April 13, 2007
Richard S. Anderson (Principal Financia and Accounting Officer) Date

/s’ JAMES S. OSTERMAN Director April 13, 2007
James S. Osterman Date

/s NICHOLASR. LARDY Director April 13, 2007
Nicholas R. Lardy Date

/sy DUANE C. MCDOUGALL Director April 13, 2007
Duane C. McDougall Date

/sy HENRY W. WESSINGER Il Director April 13, 2007
Henry W. Wessinger 1 Date

/sy NANCY A. Director April 13, 2007

WILGENBUSCH

Nancy A. Wilgenbusch Date
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Exhibit No.

EXHIBIT INDEX

Description

3.1

3.2
10.1

10.2

10.3

104

10.5

10.6

10.7

10.8
10.9

10.10

10.11

10.12

10.13

Articles of Incorporation, as amended, filed as Exhibit 4.1 to the Registration Statement on Form S-8 (Registration No. 333-
111860) filed with the Commission on January 12, 2004.(1)

Bylaws, as amended April 6, 2007.

Severance Agreement dated May 25, 2000, with Richard S. Anderson, filed as Exhibit 3 to Form 10-K filed with the
Commission on May 1, 2001.(1)(2)

Severance Agreement dated May 25, 2000, with Terry H. Cathey, filed as Exhibit 2 to Form 10-K filed with the
Commission on May 1, 2001.(1)(2)

Severance Agreement dated May 25, 2000, with Robert C. Warren, Jr., filed as Exhibit 1 to Form 10-K filed with the
Commission on May 1, 2001.(1)(2)

1999 Amendment and Restatement of the Cascade Corporation 1995 Senior Managers' Incentive Stock Option Plan filed as
Exhibit 4.3 to the Registration Statement on Form S-8 (Registration No. 333-103581) filed with the Commission on
March 4, 2003.(1)(2)

Form of Stock Option Agreement for 1999 Amendment and Restatement of the Cascade Corporation 1995 Senior
Managers' Incentive Stock Option Plan filed as Exhibit 10.5 to Form 10-K filed with the Commission on April 18, 2005.(1)

2
Cascade Corporation Stock Appreciation Rights Plan, filed as Exhibit 10.6 to Form 10-K filed with the Commission on
April 17, 2006.(1)(2)

Form of Stock Appreciation Rights Agreement for Cascade Corporation Stock Appreciation Rights Plan filed as
Exhibit 10.7 to Form 10-K filed with the Commission on April 18, 2005.(1)(2)

Summary of Non-Employee Director and Named Executive Officer Compensation Arrangements.(2)

Loan Agreement dated February 28, 2003, among Cascade Corporation, Bank of America, N.A., Union Bank of California,
N.A., and Bank of America, N.A. as agent, filed as Exhibit 10.1 to Form 8-K filed with the Commission on December 18,
2006.(1)

Amendment to Credit Agreement dated June 29, 2005, among Cascade Corporation, Bank of America, N.A., Union Bank
of California, N.A., and Bank of America, N.A. as agent, filed as Exhibit 10.2 to Form 8-K filed with the Commission on
December 18, 2006.(1)

Second Amendment to Credit Agreement dated February 24, 2006, among Cascade Corporation, Bank of America, N.A.,
Union Bank of California, N.A., and Bank of America, N.A. as agent, filed as Exhibit 10.3 to Form 8-K filed with the
Commission on December 18, 2006.(1)

Third Amendment to Loan Agreement dated December 12, 2006, among Cascade Corporation, Bank of America, N.A.,
Union Bank of California, N.A., and Bank of America, N.A. as agent, filed as Exhibit 10.4 to Form 8-K filed with the
Commission on December 18, 2006.(1)

Asset Purchase Agreement dated December 14, 2006, among Pacific Services & Manufacturing, Inc., Walter Pisco, PSM
LLC, and Cascade Corporation, filed as Exhibit 2.1 to Form 8-K filed with the Commission on December 20, 2006.(1)
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14  Code of Ethics and Business Responsibilities for Directors, Officers, and Employees, filed as Exhibit 14 to Form 10-K filed
with the Commission on April 17, 2006.(1)

21  Subsidiaries of the registrant.

23 Consent of PricewaterhouseCoopers LL P, Independent Registered Public Accounting Firm.

31.1 Certification of Chief Executive Officer

31.2 Certification of Chief Financial Officer

32  Certification of Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. Section 1350

(1) Incorporated by reference.

(2) Indicates management contract or compensatory plan or arrangement.

72




Exhibit 3.2
BYLAWS
OF
CASCADE CORPORATION
(As Amended April 6, 2007)

ARTICLE |
Name and Principal Office

Section1l. The Name of this corporation is CASCADE CORPORATION, organized and existing under the laws of the State of
Oregon.

Section2. The principal office and place of business of the Company shall be located at Fairview, Oregon. The Company may
have offices and places of business at such other places, within or without the State of Oregon, as the Board of Directors may from
time to time determine.

ARTICLE I
Corporate Seal

The seal of the Company shall be an impression stamp with the following inscription: CASCADE CORPORATION—Oregon—
Corporate Seal. An impression of said seal so adopted is as shown below.

ARTICLE 11
Shareholders

Section1l. The Annua Meeting shall be held on the second Thursday in May of each year, or such other date as may be
established by the Board of Directors, at the principal office of the Company in Fairview, Oregon, at 10:00 a.m., when the
shareholders shall elect a Board of Directors and transact such other business as may properly come before the meeting.

Section 2. Special meetings of the shareholders of the Company shall be called by the Secretary on the request of the Chairman
or on the request in writing of three Directors, or on demand in writing by shareholders of record holding not less than one-tenth of all
shares entitled to vote at such meeting.

Section 3. Written or printed notice stating the place, day and hour of the meeting and, in case of a special meeting, the
purpose or purposes for which the meeting is called, shall be delivered not less than 10 nor more than 50 days before the date of the
meeting, either personally or by mail, by or at the direction of the Secretary, or the person or persons calling the meeting, to each
shareholder of record entitled to vote at such meeting. If mailed, such notice shall be deemed to be delivered when deposited in the
United States mail addressed to the shareholder concerned at his address as it appears on the stock books of the Company, with
postage thereon prepaid.

ARTICLE IV

Committees

Section1l. There are hereby established as committees of the Board of Directors an Audit Committee, a Compensation
Committee, and a Nominating and Governance Committee, each of which shall have the powers and functions set forth herein, and
such additional powers as may be delegated by the Board of Directors. The size and membership of the committees shall be
determined by the Board of Directors, and shall be composed solely of Directors independent of management.

Section2.  The Audit Committee shall select, on behalf of the Company, independent public accountants to (1) audit the books
of account and other Corporate records; and (2) perform such other




duties as the Committee may from time to time prescribe. The Committee shall transmit financial statements certified by such
independent public accountants to the Board of Directors after the close of each fiscal year. The Committee shall confer with such
accountants and approve the scope of the audit of the records. The Committee shall have the power to confer with and direct the
officers of the Company to the extent necessary to review the internal controls, accounting practices, financial structure and reporting
of the Company. From time to time, the Committee shall report to and advise the Board of Directors concerning the results of its
consultation and review such other matters as the Committee believes merit review by the Board of Directors.

Section 3.  The Compensation Committee shall fix the compensation of members of the Board of Directors who are officers
and other members of senior management.

Section4.  The Nominating and Governance Committee shall consider and make recommendations to the Board of Directors
with respect to the management of the Company and the nominations or elections of directors and officers of the Company. The
Committee from time to time shall consider the size and composition of the Board of Directors and make recommendations to the
Board with respect to such matters.

ARTICLEV
Directors

Section1l. Thebusiness and affairs of the Company shall be managed by a Board of not less than six, nor more than ten
Directors. A Director who reaches age 75 shall cease to be a Director as of the end of the first meeting of the Board of Directors
thereafter. A Director who ceases to be a Shareholder in the Company shall likewise cease to be a Director. Commencing with the
1999 Annual Meeting of Shareholders, nominees for election to the Board of Directors shall be divided into three groups. The terms of
Directorsin Group 1 expire at the first Annual Shareholders meeting after their election, the terms of Group 2 expire at the second
Annual Shareholders Meeting after their election, and the terms of Group 3 expire at the third Annual Shareholders Meeting after their
election. At each Annual Shareholders Meeting held thereafter, Directors shall be chosen for aterm of three years, to succeed those
whose terms expire, except that the Nominating and Governance Committee in recommending, and the Board of Directorsin
selecting, nominees may assign such nominees to terms expiring in one, two or three years to maintain balance among numbers of
Directorsin each group. Each Director shall hold office until his or her successor has been elected and qualified.

Section2.  Any vacancy occurring in the Board of Directors, including any Directorship to be filled by reason of an increasein
the number of Directors, may befilled by the affirmative vote of the magjority of the remaining Directors, though less than a quorum,
of the Board of Directors. Any Director so elected shall serve until the next annual meeting of shareholders and until his successor has
been elected and has qualified.

Section 3. A magjority of the number of Directors shall constitute a quorum for the transaction of business at any meeting of the
Board of Directors. If any meeting of the Directors cannot be organized for want of a quorum, amajority of the Directors there present
may adjourn the meeting from time to time without notice until a quorum shall attend.

Section4. The Board of Directors may appoint an Executive Committee consisting of the President and not less than two other
officers of the Company, to coordinate the Company’ s operations and to exercise general supervision over all the property, business
and affairs of the Company. The President shall preside over the Executive Committee, which shall be subject to the authority of the
Board of Directors and the President.

Section5. Immediately after each annual election of Directors, the newly elected Directors shall meet for the purpose of
organization, the election of officers of the Board of Directors and the transaction
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of other business. No notice of such meeting shall be required, and the meeting shall be held at the same place as the shareholders
meeting unless otherwise designated by the Chairman.

Section 6.  Specia meetings of the Board of Directors shall be called by the Secretary, when heis requested to do so by the
Chairman, upon two days' notice to each Director. Special meetings shall be called in like manner on the request of the majority of the
members of the Board. Such notice may be by telephone, telegraph or mail. Special meetings of the Directors may be held at onetime
and at any place, without notice, when all members of the Board are present and consent thereto. The Board of Directors shall meet at
such places, either within or without the State of Oregon, as may be designated in the notice of the meeting. Any business authorized
or required to be transacted by the Directors may be transacted at any special meeting.

ARTICLE VI

Compensation of Directorsand Officers

No officer or Director of the Company shall be entitled to any salary or other compensation for any services rendered the
Company, except when fixed or otherwise authorized and approved by resolution of the Board of Directors, or when services are
rendered as a consultant to the Corporation under compensation arrangements approved by the Board of Directors or the President.

ARTICLE VII

Officers

Section1l. The officers of the Company shall include a Chairman, a President, one or more Vice Presidents as may from time
to time be deemed advisable by the Board of Directors, a Secretary, a Treasurer and such other officers as may from time to time be
appointed by the Board of Directors.

Section 2.  In case of the absence of any officer of the Company, or for any other reason that may seem sufficient to the Board,
the Board of Directors may delegate his powers and duties to any other officer or to any Director.

Section 3. In addition to the specific duties set forth below, the officers shall have such other authorities and perform such
other duties as may elsewhere in these Bylaws be required of them or that may be usual for their officers or that may be designated by
resolution of the Board of Directors.

ARTICLE VIII

Chairman

The Chairman shall preside at all meetings of the shareholders and Directors; he shall be the inspector of all elections of
Directors and certify who are elected; he shall also act as inspector of the voting on any other matter or resolution unless the meeting
appoints special inspectors for such purposes. The Chairman may also represent the Company in any manner requested by the Board
of Directors or the President.

ARTICLE IX

President

Section1l. The President shall be the chief executive officer and head of the Company and shall have the general control of its
business affairs.

Section 2.  The President may sign, on behalf of the Company, all deeds, contracts and promissory notes, unless otherwise
expressly directed by the Board of Directors, and shall have general supervision over al the property, business and interests of the
Company as well as over its officers, employees and agents.
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Section 3.  The President shall make annual reports showing the condition of the affairs of the Company, making such
recommendations as he thinks proper, submitting the same to the Board of Directors, and subsequently, to the annual meeting of the
shareholders; and he shall, from time to time, bring before the Directors such information as may be required touching upon the
business and property of the Company.

ARTICLE X
Secretary

The Secretary shall issue all notices of Directors' and shareholders’ meetings, shall have the charge of the corporate seal and the
Company’ s stock and minute books, shall countersign all certificates of stocks, bonds, deeds, mortgages and other documents
requiring the seal of the Company, shall affix the corporate seal to al such documents, shall prepare and issue al certificates of stock
and register and record the samein the stock books and shall properly record therein all transfers, shall produce the stock books
whenever required to do so by any shareholder, and shall prepare and submit at every meeting of the shareholders a certified list of the
shareholders of the Company and of those shareholders entitled to vote at such meeting, which list shall be prima facie evidence of the
right to vote. The Board of Directors may designate one or more Assistant Secretaries to carry out the duties of the Secretary until
such vacancy is regularly filled as required.

ARTICLE XI
Treasurer

The Treasurer shall have custody of all funds, securities and other valuables of the Company that may come into his possession
and he shall deposit the same to the credit of the Company in such banks or depositories as the Board of Directors may designate. He
shall bring to the attention of the Board of Directors any and all measures which in his judgment are necessary and proper to be taken
for the preservation and renewal of securitiesin his custody and for the enforcement of the rights secured thereby and shall render a
statement of the accounts of the Company whenever required by the Board of Directors.

ARTICLE XII
Capital Stock

Section1l. Shares of the capital stock of the Company may be certificated or uncertificated, as provided under the Oregon
Business Corporation Act. Each stockholder, upon written request to the transfer agent or registrar of the Company, shall be entitled to
a certificate of the capital stock of the Company in such form as may from time to time be prescribed by the Board of Directors. Such
certificate shall bear the corporate seal and shall be signed by the Chairman, President, or any Vice President and by the Secretary or
an Assistant Secretary. The Company seal and the signatures by Company officers may be facsimiles if the certificate is manually
countersigned by an authorized person on behalf of atransfer agent or registrar other than the Company or its employee. In case any
officer, transfer agent or registrar who has signed or whose facsimile signature has been placed on such certificate shall have ceased to
be such officer, transfer agent or registrar before such certificate isissued, it may be issued by the Company with the same effect as if
such officer, transfer agent or registrar were such officer, transfer agent or registrar at the time of itsissue. Every certificate for shares
of stock which are subject to any restriction on transfer and every certificate issued when the Company is authorized to issue more
than one class or series of stock shall contain such legend with respect thereto asis required by law.

Section 2.  Subject to any restrictions on transfer and unless otherwise provided by the Board of Directors, shares of stock may
be transferred only on the books of the Company and, if such shares are certificated, by the surrender to the Company or its transfer
agent of the certificate therefore properly endorsed or accompanied by awritten assignment or power of attorney properly executed,
with transfer
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stamps (if necessary) affixed, or upon proper instructions from the holder of uncertificated shares, in each case with such proof of the
authenticity of signature as the Company or its transfer agent may reasonably require.

Section 3. In case of the alleged loss, destruction or mutilation of a certificate of stock, a duplicate certificate may be issued in
place thereof, upon such terms as the Board of Directors may prescribe, provided, however, that if such shares have ceased to be
certificated, a new certificate shall be issued only upon written request to the transfer agent or registrar of the Company.

ARTICLE XI11
I ndemnification

The Company shall indemnify any Director, officer or employee or former Director, officer or employee of the Company, or any
person who may have served at its request as a Director, officer or employee of another corporation, partnership, joint venture, or
other enterprise, against expenses (including attorneys fees) judgments, fines and amounts paid in settlement, actually and necessarily
incurred by him in connection with the defense of any action, suit or proceeding whether civil, criminal or administrative in which he
is made a party by reason of being or having been such Director, officer or employee. Such indemnification shall not be deemed
exclusive of any other rights to which such Director, officer or employee may be entitled.

The Company shall aso have the authority to indemnify any agent of the Company or any Trustee acting on behalf of the
Company to the fullest extent possible under the Oregon Business Corporation Act.
ARTICLE X1V
Assessments

A holder of or subscriber to shares of the capital stock of the Company shall be subject to assessment therefor by the Board of
Directors to the extent, in the aggregate, of the unpaid portion of the subscription price of the shares so held or subscribed, except as
may be limited by law.

ARTICLE XV
Dividends

Dividends shall be declared by the Board of Directorsin such form, in such amounts and at such times as the Board of Directors
in its sole discretion shall determine, subject only to the requirements of law, and no dividends shall be paid or other distribution of
earnings made except as directed by the Board of Directors.

ARTICLE XVI
Signing of Contracts, Checks, Notes, Etc.

In addition to the authority granted to the President by Article Vi1, Section 2, the Board of Directors may, by resolution, at any
time direct in what manner and by what person or persons, officer or officersall or any of its contracts, checks, notes, bonds, other
evidences of indebtedness or other written instruments may be executed, and any such authorized execution shall be deemed the act of
the Company.

ARTICLE XVII

Notice and Waiver

Section 1. Whenever notice isrequired to be given to any shareholder or Director, and such notice is given be mail, the time of
the giving of such notice shall be deemed to be the time when the same shall be
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deposited in the United States mail addressed to the shareholder or Director at his address as it appears on the official records of the
Company, with postage thereon prepaid.

Section2.  Whenever any notice is required to be given to any shareholder or Director of the Company, awaiver thereof in
writing signed by the person or persons entitled to such notice, whether signed before or after the time stated in such notice, shall be
equivalent to the giving of such notice to that person or persons.

ARTICLE XVIII
Amendments

These Bylaws may be altered, amended or repealed and new Bylaws may be adopted at any regular or special meeting of the
Board of Directors by avote of the mgjority of the Directors present at such meeting.
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Exhibit 10.8
Summary of Non-Employee Director and Named Executive Officer Compensation Arrangements
Director Compensation
The following table sets forth current rates of cash compensation for non-employee directors:

Annua Retainer:

Chairman $ 75,000

Non-employee directors other than Chairman $24,000
Committee Chair Annual Retainer:

Audit Committee $12,000

Compensation Committee $ 6,000

Nominating and Governance Committee $ 6,000
Board Meeting Attendance Fees $ 1,500
Committee Meeting Attendance Fees $ 1,500

In addition to cash compensation, under the terms of our Stock Appreciation Rights Plan non-employee directors receive an
annual award of 2,700 stock appreciation rights. Non-employee directors received an award of 5,000 stock appreciation rights when
the Stock Appreciation Rights Plan was approved at the 2004 Annual Meeting of Shareholders and each new director will receive an
award of 5,000 stock appreciation rights upon initial election by the shareholders. The price and terms of stock appreciation rights are
established by our Board of Directors Compensation Committee. Stock appreciation rights are historically granted at the reported
market value of a Cascade share at the grant date, become exercisable on an annual basis ratably over four years, and have a 10-year
term.

Non-employee directors are also reimbursed for travel and other expenses attendant to membership on the Cascade board.

Executive Compensation

Base Salary. All of Cascade’ s named executive officers are at-will employees whose compensation and employment status may
be changed at any time by the Board of Directors. Base salary increases are determined annually by the Board of Directors and
become effective on February 1 of each year. The following table sets forth the current base salaries of Cascade's executive officers
and their titles as of the date of filing of Cascade’s Form 10-K for the fiscal year ended January 31, 2007:

Fiscal 2008
Named Executive Officer Base Salary
Robert C. Warren, Jr., President and Chief Executive Officer $500,000
Terry H. Cathey, Senior Vice President and Chief Operating Officer 290,000
Richard S. Anderson, Senior Vice President and Chief Financial Officer 290,000
Gregory S. Anderson, Senior Vice President-Human Resources 200,000

Joseph G. Pointer, Vice President-Finance 200,000




Annual Incentive. The named executive officers are also eligible to receive an incentive payment following the end of each
fiscal year under an executive incentive plan approved by Cascade’ s Board of Directors. Fiscal 2007 incentives approved for the
executive officers are shown in the following table:

Fiscal 2007
Named Executive Officer Incentive
Robert C. Warren, Jr., President and Chief Executive Officer $579,600
Terry H. Cathey, Senior Vice President and Chief Operating Officer 324,000
Richard S. Anderson, Senior Vice President and Chief Financial Officer 324,000
Gregory S. Anderson, Senior Vice President-Human Resources 198,000
Joseph G. Pointer, Vice President-Finance 198,000

Annual executive incentive payments are structured to encourage the building of shareholder value by maximizing Cascade’s
pre-tax income. The incentive payments of the executives named above were made under an executive incentive plan for the fiscal
year ended January 31, 2007, under which the executives were eligible to receive a specified percentage (depending on position) of
pre-tax income before non-recurring items, incentive payments and certain other expenses (“IBT”) if IBT exceeded $36 million. The
percentage of IBT each executive was entitled to receive increased if IBT exceeded $45 million, and increased again if IBT exceeded
$65 million. Annual incentive payments are limited to a maximum award amount for each executive, IBT for fiscal 2007 was $69.3
million, resulting in incentive paymentsto all eligible executive officers of 100% of the maximum amount participants could have
received, with the exception of Mr. Warren, who suggested to the Compensation Committee and the Board of Directors that his
incentive payment be adjusted downward by 10% due to results from Cascade’ s European operations that were below expectations.

Long-term Incentive. The third component of executive compensation for Cascade’ s executive officersis long-term incentive
awards. Long-term incentive awards granted in fiscal 2007 consisted of awards of stock appreciation rights under our Stock
Appreciation Rights Plan. The stock appreciation rights were granted with an exercise price equal to the fair market value of
Cascade’ s common stock on the date of the award, have aterm of 10 years and become exercisable ratably over four years.

The number of stock appreciation rights awarded to named executive officersin fiscal 2007 are shown in the following table:

Stock
Appreciation
Rights
Awarded in
Named Executive Officer Fiscal 2007
Robert C. Warren, Jr., President and Chief Executive Officer 3,500
Terry H. Cathey, Senior Vice President and Chief Operating Officer 25,000
Richard S. Anderson, Senior Vice President and Chief Financial Officer 25,000
Gregory S. Anderson, Senior Vice President-Human Resources 25,000
Joseph G. Pointer, Vice President-Finance 17,500

Benefit Plans and Other Arrangements. Executive officers are also eligible to participate in Cascade’ s broad-based benefit
programs generally available to all salaried employees, including health, disability, life insurance and defined contribution retirement
plan. The executives also receive certain perquisites offered by Cascade including the use of company automobiles and tax
reimbursements related thereto.

Messrs. Warren, Cathey, and R.S. Anderson are each a party to a Severance Agreement with Cascade, which are Exhibits 10.3,
10.2, and 10.1, respectively, to Cascade’s Form 10-K for fiscal 2007.




Exhibit 21
SUBSIDIARIES OF THE REGISTRANT
At January 31, 2007, consolidated, wholly-owned subsidiaries of Cascade Corporation were as follows:

Name of Subsidiary Place of Incorporation
Cascade Xiamen Forklift Truck Attachment Co., Ltd. Peoples Republic of China
Jiahai (Hebei) Forks Co., Ltd. Peoples Republic of China
Cascade Hebei Forks Co., Ltd. Peoples Republic of China
Cascade (Africa) Pty. Ltd. South Africa

Cascade Korea Limited South Korea

Cascade (U.K.) Limited United Kingdom

Cascade NV The Netherlands

Cascade (Scandinavia) Hydraulik A.B. Sweden

Cascade Hispania S.A. Spain

Cascade (France) SA.R.L. France

Cascade France MHP, SA.R.L. France

Cascade GmbH Germany

Cascade (Japan) Limited United States

Cascade (Canada) Ltd. Canada

Cascade Kenhar Ltd. United Kingdom

Cascade ItaliaSir.l. Italy

Hyco-Cascade Ltd. (N.Z.) New Zealand

Cascade (Australia) Pty. Ltd. Australia

Cascade IFSC Ltd. Ireland

PSM, LLC United States

The names of certain subsidiaries have been omitted because when considered in the aggregate as a single subsidiary they would
not, as of January 31, 2007, constitute a “ Significant Subisidiary” as defined in Rule 1-02(w) of Regulation S-X.




Exhibit 23
Consent of Independent Registered Public Accounting Firm

We hereby consent to the incorporation by reference in the Registration Statements on Form S-8 (Nos. 333-103581, 333-111860,
and 333-125215) of Cascade Corporation of our report dated April 13, 2007 relating to the consolidated financial statements, financial
statement schedule, management’ s assessment of the effectiveness of internal control over financial reporting and the effectiveness of
internal control over financial reporting, which appearsin this Form 10-K.

Portland, Oregon
April 13, 2007




Exhibit 31.1

Certification of Chief Executive Officer
of Cascade Corporation

I, Robert C. Warren, Jr., certify that:

1
2.

I have reviewed this annual report on Form 10-K of Cascade Corporation;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented
in this report;

Theregistrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(€)) and internal control over financial reporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrant and we have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared;

b) designed suchinternal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

¢) evauated the effectiveness of the registrant’ s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

d) disclosed in thisreport any change in the registrant’sinternal control over financia reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially
affected, or isreasonably likely to materialy affect, the registrant’ sinternal control over financial reporting; and

The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of the internal control over
financial reporting, to the registrant’ s auditors and the audit committee of registrant’s board of directors (or persons performing
the equivalent functions):

a) dl significant deficiencies and material weaknessesin the design or operation of internal control over financial reporting,
which are reasonably likely to adversely affect the registrant’ s ability to record, process, summarize and report financial
information; and

b) any fraud, whether or not material, that involves management or other employees who have asignificant role in the
registrant’ sinternal control over financial reporting.

Date: April 13, 2007

/s ROBERT C. WARREN, JR.

Robert C. Warren, Jr.
President and Chief Executive Officer




Exhibit 31.2

Certification of Chief Financial Officer
of Cascade Corporation

I, Richard S. Anderson, certify that:

1
2.

I have reviewed this annual report on Form 10-K of Cascade Corporation;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented
in this report;

Theregistrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(€)) and internal control over financial reporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrant and we have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared;

b) designed suchinternal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

¢) evauated the effectiveness of the registrant’ s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

d) disclosed in thisreport any change in the registrant’sinternal control over financia reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially
affected, or isreasonably likely to materialy affect, the registrant’ sinternal control over financial reporting; and

The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of the internal control over
financial reporting, to the registrant’ s auditors and the audit committee of registrant’s board of directors (or persons performing
the equivalent functions):

a) dl significant deficiencies and material weaknessesin the design or operation of internal control over financial reporting,
which are reasonably likely to adversely affect the registrant’ s ability to record, process, summarize and report financial
information; and

b) any fraud, whether or not material, that involves management or other employees who have asignificant role in the
registrant’ sinternal control over financial reporting.

Date: April 13, 2007

/s RICHARD S. ANDERSON

Richard S. Anderson
Senior Vice President and Chief Financial Officer




Exhibit 32

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
AND CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350

In connection with the annual report of Cascade Corporation (the “ Company”) on Form 10-K for the period ended January 31,
2007 asfiled with the Securities and Exchange Commission on the date hereof (the “Report”), the undersigned certify, pursuant to 18
U.S.C. section 1350, as adopted pursuant to section 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities and Exchange Act of 1934;
and

(2) Theinformation contained in the Report fairly presents, in al material respects, the financial condition and results of
operations of the Company.

/s ROBERT C. WARREN, JR.
Robert C. Warren, Jr.

Chief Executive Officer

April 13, 2007

/s RICHARD S. ANDERSON
Richard S. Anderson

Chief Financial Officer

April 13, 2007




