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TENNANT COMPANY
2007
ANNUAL REPORT
Form 10—K

(Pursuant to Securities Exchange Act of 1934)
P ART I
| TEM 1 — Business
General Development of Business

Tennant Company, a Minnesota corporadtionrporated in 1909, is a world leader in designmanufacturing and marketing solutions
that help create a cleaner, safer world. The Copigdioor maintenance and outdoor cleaning equipnspggcialty surface coatings and rele
products are used to clean and coat floors in faastpoffice buildings, parking lots and streeigparts, hospitals, schools, warehouses,
shopping centers and more. Customers include bgilsiervice contract cleaners to whom organizatiansource facilities maintenance, as
well as enddser businesses, healthcare facilities, schooldomad, state and federal governments who handiétfas maintenance themselv
We reach these customers through the industryge#irdirect sales and service organization andighra strong and well-supported network
of authorized distributors worldwide.

Industry Segments, Foreign and Domestic Operationand Export Sales

The Company, as described under “Geri@eaklopment of Business,” has one reportable basisegment. The Company sells its
products domestically and internationally. Finahtiformation on the Company’s geographic areggdvided on page 34 of this Annual
Report on Form 10-K. Nearly all of the Companforeign investments in assets reside within ThthBrlands, Australia, the United Kingdc
France, Germany, Canada, Austria, Japan, Spaiail Bred China.

Principal Products, Markets and Distribution

Products consisting mainly of motorizéshaing equipment and related products, includpecglty surface coatings and preservation
products, are sold through direct and distributibannels in various regions around the world. ImttiNmerica, products are sold through a
direct sales organization and independent diswiisyiin Australia, Japan and 15 countries printypial Western Europe, products are sold
primarily through direct sales organizations; amdniore than 80 other countries Tennant relies loroad network of independent distributors.

Raw Materials and Purchased Components

The Company has not experienced anyfgignt or unusual problems in the availability afw materials or other product components.
The Company has sole-source vendors for certairpoaents. A disruption in supply from such vendoes/rdisrupt the Company’operation:
However, the Company believes that it can findratiee sources in the event there is a disrupticupply from such vendors.

Patents and Trademarks

The Company applies for and is grantedddnStates and foreign patents and trademark®inotdinary course of business, no one of
which is of material importance in relation to thesiness as a whole.

Seasonality

Although the Compa’s business is not seasonal in the traditional sévsterically revenues and earnings have been gmreentrate:



in the fourth quarter of each year reflecting tedency of customers to increase capital spendiriggisuch quarter and the Company’s
efforts to close orders and reduce order backlogaddition, we offer annual distributor rebates aales commissions which tend to drive ¢
in the fourth quarter.

Working Capital

We fund our operations through a comlamadf cash and cash equivalents and cash flows @perations. Wherever possible, cash
management is centralized and intercompany fingnisimised to provide working capital to subsidisias needed. In addition, our credit
facilities are available for additional working @@bneeds or investment opportunities.

Major Customers

The Company sells its products to a widkety of customers, no one of which is of matarigortance in relation to the business as a
whole. Our customer base includes several govertahentities; however, these customers generalkg erms similar to our other customers.

Backlog
The Company processes orders within t@eks on average. Therefore, no significant backéagsted at December 31, 2007 or 2006.
Competition

While there is no industry associationnolustry data, the Company believes, throughiits market research, that it is a world-leading
manufacturer of floor maintenance equipment. Sigaift competitors exist in all key geographic regioHowever, the key competitors vary
region. The Company believes its market share esctgt of several competitors in certain areas. Company competes primarily on the
basis of offering a broad line of high-quality, awative products supported by an extensive salésarvice network in major markets.

Product Research and Development

The Company strives to be the industaglér in innovation and is committed to investingesearch and development. The Company
believes that it regularly commits an above-avemgeunt of resources to product research and dawelot. In 2007, 2006 and 2005,
respectively, the Company spent $23.9 million, $21illion and $19.4 million on research and deveiept activities relating to the
development of new products and technologies apddwements of existing product design or manuféguprocesses.
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Environmental Protection

Compliance with federal, state and IgraVvisions regulating the discharge of materials the environment, or otherwise relating to the
protection of the environment, has not had, andhmpany does not expect it to have, a materiatefipon the Company’s capital
expenditures, earnings or competitive position.

Employment
The Company employed 2,774 people in dwaide operations as of December 31, 2007.
Access to Information on the Company’s Website

The Company makes available free of ahattgough the Company’s website at www.tennanteo,ts Annual Reports on Form 10-K,
quarterly reports on Form 10-Q, and current repamt§&orm 8-K, and amendments to those reports ditddrnished pursuant to Section 13(a)
or Section 15(d) of the Exchange Act as soon asoresbly practicable after such reports are filedgtebnically with, or furnished to, the
Securities and Exchange Commission (“SEC”).

| TEM 1A — Risk Factors

The following are significant factors kmo to us that could materially adversely affect business, financial condition, or operating
results. The risks described below are not the oskg facing us. Additional risks and uncertaisti®t currently known to us or that we
currently deem to be immaterial also may materiatlyersely affect our business, financial condiiod/or operating result



If the United States economy or global economies slow down, the demand for our products could decrease and our revenue may be
adversely affected.

The demand for our products and senikegpendent upon the overall success and geremabmic well-being of the U.S. and the
foreign economies in which we conduct business.a¥éeprimarily susceptible to economic downturnblarth America, Europe, the Middle
East, Asia, Japan, Australia and Latin America. @lodal economy affects overall capital spendindgbginesses and consumers. An econt
slowdown in the U.S. or abroad could result in erdase in actual and projected spending on caggjtapment. If, as a result of general
economic uncertainty or otherwise, companies rethueie spending levels, such a decrease in spemdinlgl substantially reduce demand for
our products and services and negatively impacbparating results.

We may encounter difficulties obtaining raw materials or component parts needed to manufacture our products and the prices of these
materials are subject to fluctuation.

Raw materials and commodity-based componts . As a manufacturer, our sales and profitability dependent upon availability and
cost of raw materials, which are subject to prloetfiations, and the ability to control or passaonincrease in costs of raw materials to our
customers. We purchase raw materials, such as sibbkr, lead and petroleum-based resins and coemp® containing these commodities for
use in our manufacturing operations. The availgbif these raw materials is subject to marketderseyond our control. Under normal
circumstances, these materials are generally dlaitan the open market from a variety of sourcesimRime to time, however, the prices and
availability of these raw materials and componéutstuate due to global market demands, which caulgair our ability to procure necessary
materials, or increase the cost of such matetiafigtionary and other increases in the costs e§¢hraw materials and components have
occurred in the past and may recur from time t@tiend our performance depends in part on oumtyabilincorporate changes in costs into the
selling prices for our products.

Given the worldwide lead market conditipwe have experienced cost increases in our lasgdbcomponent parts. In addition, our
freight costs associated with shipping and recgiyiroduct and sales and service vehicle fuel @stsmpacted by fluctuations in the cost o
and gas. We do not use derivative commodity insénisito manage our exposure to changes in commuiitys such as steel, oil, gas and
lead. Any fluctuations in the supply or prices &ory of these commodities could have a material mavaffect on our profit margins and
financial condition.

Single-source supply We depend on many suppliers for the necessaty fsamanufacture our products. However, theresame
components that are purchased from a single sughlieto price, quality, technology or other busgeonstraints. These components cannot
be quickly or inexpensively re-sourced to anothgpdier. If we are unable to purchase on acceptaies or experience significant delays or
quality issues in the delivery of these necessarispr components from a particular vendor ancheetled to locate a new supplier for these
parts and components, shipments for products iredasxiuld be delayed which could have a materia¢iemtvaffect on our business, financial
condition and results of operations.

We may consider acquisition of suitable candidates to accomplish our growth objectives. We may not be able to successfully integrate
the businesses we acquire.

We may consider, as part of our gromthtsgy, supplementing our organic growth througiuésitions of complementary businesses or
products. We have engaged in acquisitions in tisé grad believe future acquisitions may provide niregfal opportunities to grow our busine
and improve profitability. Acquisitions allow us émhance the breadth of our product offerings ampaued the market and geographic
participation of our products and services. Howeuar success in growing by acquisition is depenhdpon identifying businesses to acquire
and integrating the newly acquired businesses auithexisting businesses. We may incur difficulireshe realignment and integration of
business activities when assimilating the operatamd products of an acquired business or in iegligrojected efficiencies, cost savings,
revenue synergies, and profit margins. Acquiredrasses may not achieve the levels of revenueit proproductivity or otherwise perform as
expected. We are also subject to incurring ungrdted liabilities and contingencies associated thi¢hacquired entity that are not identified or
fully understood in the due diligence process. €utror future acquisitions may not be successfalcgretive to earnings if the acquired
businesses do not achieve expected financial sedoladdition, we may record significant goodwillother intangible assets in connection
with an acquisition. We are required to perform &nment tests at least annually and whenever eveditsate that the carrying value may not
be recoverable from future cash flows. If we detasrihat any intangible asset values need to bgewridlown to their fair values, this could
result in a charge that may be material to ourajrgg results and financial condition.

Our strategic plansinclude international expansion. Our failure to meet the challenges associated with international expansion could
adversely impact our ability to grow our business and our financial condition.

We plan to continue international expansif our sales and manufacturing operations, whidlhrequire significant management
attention and financial resources. There are cerisks inherent in doing business in internatianarkets. We must ensure compliance witt
laws and regulations of foreign governmental amlletory authorities of each country in which wadoct business. Our international
operations could be adversely affected by changeslitical and economic conditions, trade prottineasures, restrictions on repatriation of
earnings, or changes in regulatory requirementsrésérict the sales of our products or increagecosts. We may encounter difficulties in
collecting receivables, enforcing intellectual pedy rights, staffing and managing new foreign agiens, achieving cost-reduction strategies
because of, among other things, competitive camtitoverseas, product acceptance in
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already established domestic markets, or certdtaralibarriers. We may experience increased itfuature costs including costs for legal, 1
accounting and information technology serviceslufaiof our products to succeed in the global miptkee could reduce our revenues and
margins, thereby adversely impacting our financtaidition, results of operations, and timing of planned business expansion.

Our inability to achieve certain planned operational efficiencies may adversely affect our strategic objectives, profit margins, and our
earnings growth.

As a manufacturing and service compargrajng with facilities, inventories, and workfor@r operations have been, and may
continue to be, adversely affected by our abilitgdntrol costs and achieve planned operationalieficies. We continuously endeavor to
lower our cost structure through various savingasuees, including lower-cost sourcing alternatimed consolidation of higher-cost
manufacturing facilities. In support of this effonte launched several corporate priorities in 20@6 focus on leveraging our global cost
structure through consolidating our global manuféngy footprint, expansion in China, global sougginreating a lean enterprise and
continuous process improvement. In connection wighmanufacturing footprint consolidation, we coetptl our Minnesota plant consolida
and sold our Maple Grove, Minnesota facility in Z00hrough these initiatives, we expect to reduoelpct costs and improve operating
efficiencies over the next three to five years. Operating results may be adversely affected iavgeunable to find lower-cost sources for our
materials, shift production from higher-cost fd@#, or cost-effectively manage our existing mawtifring facilities.

We plan to continue our efforts to impeaur performance through the adoption of lean rfzeuring principles and focus on continous
process improvement. It is our goal to become raffieient, better employ automation and therebydowur operating costs. These initiatives
will take some time to fully implement. AdditiongJlwe may be unable to effectively complete thelanmentation of these initiatives or the
impact of the initiatives may be less than expeatddch could result in lower-than-expected finahcesults.

We are subject to risks associated with devel oping innovative products and technologies, which could delay the timing and success of
new product releases.

Our products are sold in competitive negskthroughout the world. Competition is based mupct features and design, brand
recognition, reliability, durability, technologyréadth of product offerings, price, customer relaghips, and after-sale service. Although we
believe that the performance and price characigsief our products will provide competitive sohurts for our customers’ needs, there can be
no assurance that our customers will continue tmsé our products over products offered by our citgs.

The market for our products is charaztatiby changing technological and industry stargla@dir product lines may be threatened by
these new technologies or market demands for cotopsetproducts may reduce the value of our curpgotuct lines. Our success is based in
part on our ability to develop innovative new prottuand services and bring them to market morektyuiban our competitors. Our ability to
compete successfully will depend on our abilitgtihance and improve our existing products, to noetio bring innovative products to
market in a timely fashion, to adapt our productthe needs and standards of our customers andtipbt®istomers, and to continue to
improve operating efficiencies and lower manufaotyicosts. Product development requires substantiastment by us. If our products,
markets and services are not competitive, we magrence a decline in sales, pricing, and markatestwhich adversely impacts revenues,
margin, and the success of our operations.

We may not be able to adequately acquire, retain and protect our proprietary intellectual property rights which could put usat a
competitive disadvantage.

We rely on trade secret, copyright, tradek and patent laws and contractual protectiomsdtect our proprietary technology and other
proprietary rights. Our competitors may attemptdpy our products or gain access to our trade seddetwithstanding the precautions we
take to protect our intellectual property rightdsipossible that third parties may illegally campyotherwise obtain and use our proprietary
technology without our consent. Any litigation cenging infringement could result in substantialtdosus and diversions of our resources,
either of which could adversely affect our busindssome cases, there may be no effective legalurse against duplication of products or
services by competitors. Intellectual property tigim foreign jurisdictions may be limited or undahle. Patents of third parties also have an
important bearing on our ability to offer some af @roducts and services. Our competitors may plgatents related to the types of products
and services we offer or plan to offer. Any infrémgent by us on intellectual property rights of esheould result in litigation and adversely
affect our ability to continue to provide, or coudrease the cost of providing, our products arglises.

Our ability to effectively operate our Company could be adversely affected if we are unable to attract and retain key personnel and
other highly skilled employees.

Our continued success will depend on,ragrather things, the skills and services of ourcexige officers and other key personnel. Our
ability to attract and retain other highly qualifimanagerial, technical, manufacturing, reseai@essand marketing personnel also impacts our
ability to effectively operate our Company. Ourisemanagement are employed at will and we canssr& you that we will be able to attr
and hire suitable replacements for any of our kepleyees. We believe the loss of a key executifieefor other key employee could have an
adverse affect on our business, results of opemtind financial conditiol



We are subject to risks associated with changesin foreign currency exchange rates.

We are exposed to market risks from chang foreign currency exchange rates. As a redultr increasing international presence, we
have experienced an increase in transactions daddes denominated in currencies other than theddlf&r. There is a direct financial impi
of foreign currency exchange when translating psdfiom local currencies to U.S. dollars. Our priynexposure is to transactions denomin:
in the Euro, Australian and Canadian dollar, Bhifmund, Japanese yen and Chinese yuan. Any sigmifchange in the value of the curren
of the countries in which we do business agairesti!s. dollar could affect our ability to sell prads competitively and control our cost
structure. Because a substantial portion of oudyets are manufactured in the United States, agtmoU.S. dollar generally has a negative
impact on results from operations outside the Wn&ates while a weaker dollar generally has atipeseffect. Unfavorable changes in
exchange rates between the U.S. dollar and thesencies impact the cost of our products sold irdgonally and could significantly reduce
our reported sales and earnings. We periodicaligrento contracts, principally forward exchangatracts, to protect the value of certain of
our foreign currency-denominated assets and ltasli The gains and losses on these contractsajgnapproximate changes in the value of
the related assets and liabilities. However, akifgn currency exposures cannot be fully hedged tlaere can be no assurances that our future
results of operations will not be adversely affdddg currency fluctuation.
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We are subject to product liability claims and product quality issues that could adversely affect our operating results or financial
condition.

Our business exposes us to potentialymtdéability risks that are inherent in the desigmnufacturing and distribution of our products.
If product liability claims are brought againstfos damages that are in excess of our insurancerage or for uninsured liabilities and it is
determined we are liable, our business could bersdly impacted. If products are used incorregglpbr customers, injury may result leading
to product liability claims against us. Any losses suffer from any liability claims, and the efféloait any product liability litigation may have
upon the reputation and marketability of our prddumay have a negative impact on our busines®parting results. Some of our products
or product improvements may have defects or risswe have not yet identified that may give ris@iioduct quality issues, liability and
warranty claims. We could experience a materiaigtesr manufacturing failure in our products, aligyasystem failure, other safety issues, or
heightened regulatory scrutiny that could warrargall of some of our products. Any unforeseerdpob quality problems could result in loss
of market share, reduced sales, and higher wareqgnse.

Environmental compliance costs and liabilities could increase our expenses and adversely affect our financial condition.

Our manufacturing operations and our pastpresent ownership and operations of real ptyppee subject to extensive and changing
federal, state, and local environmental laws agdlegions, as well as those of other countriesg@rtg to the handling or discharge of
hazardous materials into the environment. We mustocm our operations and properties to these vdsadapt to regulatory requirements in
the countries in which we operate as these reqgeinésrchange. We expect to continue to incur costsinply with environmental laws and
regulations. We may also be identified as a resptsmparty and be subject to liability relatinganoy investigation and clean-up of current or
former properties that have been used for indugitieposes or the generation of hazardous substanagir operations. These laws and
regulations can also result in the imposition ditantial fines and sanctions for violations, aodld require the installation of costly pollution
control equipment or operational changes to limltytion emissions or decrease the likelihood diéental hazardous substance releases.
Imposition of new environmental laws and regulagiostricter enforcement of existing laws and reyute, or discovery of previously
unknown contamination could require us to incuitgosr become the basis for new or increased iiegsi] that could have a material adverse
affect on our business, financial condition, outesof operations.

| TEM 1B — Unresolved Staff Comments
None.
| TEM 2 — Properties

The Company’s corporate offices are owlmgthe Company and are located in the Minneapilispnesota, metropolitan area.
Manufacturing facilities are located in Minnesdtichigan, Uden, Northampton, United Kingdom and i8jteai, China. Sales offices,
warehouse and storage facilities are leased imwsiibcations in North America, Europe, Japan, Asisstralia and Latin America. The
Company’s facilities are in good operating condifisuitable for their respective uses and adedoatrrent needs. Further information
regarding the Company’s property and lease commitsris included on pages 13 and 30 of this Anngdd®t on Form 10-K.

| TEM 3 — Legal Proceedings

There are no material pending legal pedaggs other than ordinary routine litigation irendial to the Compar's business



| TEM 4 - Submission of Matters to a Vote of Security Holder:

No matters were submitted to a vote otiséy holders during the fourth quarter of 2007.
P ART Il

| TEM 5 — Market for Registrant’'s Common Equity, Related Shareholder Matters and Issuer Purchases ofdtlity Securities

STOCK MARKET INFORMATION — Tennant commetock is traded on the New York Stock Exchangéguthe ticker symbol TNC.
As of January 31, 2008, there were approximately gtareholders of record and 7,700 beneficial $tudders. The common stock price was
$32.99 per share on January 31, 2008.

STOCK SPLIT — On April 26, 2006, the Boarf Directors declared a two-fere common stock split effective July 26, 2006 .aAgsul
of the stock split, shareholders of record receimed additional common share for every share hetldeaclose of business on July 12, 2006
share and per share data has been retroactiveigtadijto reflect the stock split, except for then&idated Statements of Shareholders’ Equity
and Comprehensive Income in Item 8 of this Annugh&tt on Form 10-K.

QUARTERLY PRICE RANGE — The accompanyaimrt shows the split-adjusted quarterly price eaofgthe Company’s shares over
the past two years:

First Second Third Fourth
2006 $ 21.71-27.7¢ $ 23.3827.5¢ $ 22.21-27.6: $ 24.0(-29.8¢
2007 $ 27.8432.8: $ 31.1¢37.31 $ 35.4(-49.3: $ 41.2¢-48.4C

DIVIDEND INFORMATION — Cash dividends drennant’s common stock have been paid for 63 carisecyears. Tennant’s cash
dividend payout increased for the 86onsecutive year to $0.48 per share in 2007, aease of $0.02 per share over 2006. Dividends
generally are declared each quarter. The Compamyienced a cash dividend of $0.13 per share payateh 17, 2008, to shareholders of
record on February 29, 2008. Following are thecgpdied remaining record dates for 2008: May 3082@ugust 29, 2008 and November 28,
2008.

DIVIDEND REINVESTMENT OR DIRECT DEPOSITRIYIONS — Shareholders have the option of reinvgsiimarterly dividends in
additional shares of Company stock or having divittedeposited directly to a bank account. The Teadsyent should be contacted for
additional information.

TRANSFER AGENT AND REGISTRAR — Sharehokleith a change of address or questions aboutdlcedbunt may contact:

Wells Fargo Bank, N.A
Shareowner Services

161 North Concord Exchange
South St. Paul, MN 550750738
651-45(-4064, -80(-46¢€-9716
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SHARE REPURCHASES - In November 2004,rEe1t Company’s Board of Directors authorized thmirehase of 400,000 shares of
our common stock under the share repurchase progpanoved by the Board of Directors in May 2001Alrgust 2006, the Board of Directc
approved the adjustment of the number of sharesahailable for repurchase to reflect the impadheftwo-for-one stock split. On May 3,
2007, the Board of Directors authorized the repasehof 1,000,000 additional shares of our commacksShare repurchases are made from
time to time in the open market or through privatetgotiated transactions, primarily to offset dilative effect of shares issued through our
stock-based compensation programs.

Total Number of Total Number of Shares

Shares Average Purchased as Part of Maximum Number of
For the Quarter Price Paid Publicly Announced Plans Shares that May Yet
Ended 12/31/2007 Purchased® Per Share or Programs Be Purchased
October -31, 2007 70,200 $ 45.7¢ 70,200 853,974
November -30, 2007 65,012 45.6¢ 64,700 789,274

December -31, 2007 51,618 44.8: 50,300 738,974



Total 186,830 $ 45.4} 185,20C 738,974

(@ Includes 1,630 shares delivered or attested tatiafaction of the exercise price and/or tax witlivay obligations by employees who
exercised stock options or restricted stock undgsleyee stock compensation plans.

COMPARATIVE STOCK PERFORMANCE — The faling graph compares the cumulative total sharelmaktearn on the Common
Stock of the Company for the last five fiscal yeaith the cumulative total return over the sameéqukeon the Overall Stock Market
Performance Index (Hemscott Composite Index) aadrtustry Index (Hemscott Group Index 62 — Indak®oods, Manufacturing).

This assumes an investment of $100 irCitvapany’s Common Stock, the Hemscott CompositeXrahd the Hemscott Group Index on
December 31, 2002, with reinvestment of all dividen

COMPARE 5-YEAR CUMULATIVE TOTAL RETURN
AMONG TENNANT COMPANY
HEMSCOTT COMPOSITE INDEX AND HEMSCOTT GROUP INDEX

5325
£300 _H}
5275 -

5250 -
F225

3200 — T —————— -

5175 __m- —
5150 - & B
5125 - .

575
550
525
50 T T T T
2002 2003 2004 2005 2006 2007

—#— Tennant Company —-M - —Hemscott Group Index — - — Hemscott Composite Index

2002 2003 2004 2005 2006 2007

Tennant Compan 100.0(¢ 135.8; 126.4: 169.5¢ 192.5: 297.8¢

Hemscott Group Inde 100.0(¢ 144.1¢ 177.4. 195.3% 235.1¢ 309.2¢

Hemscott Composite Ind¢ 100.0( 133.1% 149.3: 159.9( 185.0¢ 196.9°
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ITEM 6 — Selected Financial Data

(In thousands, except shares and per share data)

Years Ended December 3 2007 2006 2005 2004 2003

Year End Financial Results

Net sales $ 664,21 598,98 552,90 507,78 453,96

Cost of sale: $ 385,23: 347,40; 318,04« 305,27 272,28

Gross margii-% 42.C 42.C 42.5 39.¢ 40.C

Research and development exper $ 23,86¢ 21,93¢ 19,35 17,19¢ 16,69¢
% of net sale 3.6 3.7 3.t 34 3.7

Selling and administrative expen: $  200,.27@ 189,671 180,67t 164,001? 142,30



% of net sale 30.z 31.7 327 322 31.:

Profit from operation $ 54,8449 39,96 34,83 21,302 22,6743
% of net sale 8.3 6.7 6.3 4.2 5.0
Other income (expens $ 2,867(1) 3,33¢ 157 72 (192
Income tax expens $ 17,844V 13,49: 12,05¢ 7,99¢ 8,32¢
% of earnings before income tay 30.¢ 31.z 34.5 374 37.C
Net earning: $ 39,861 29,80 22,93 13,38(@ 14,1543
% of net sale 6.C 5.C 4.2 2.6 3.1
Return on beginning sharehold equity-% 17.4 15.4 13.2 8.1 9.2

Per Share Data

Basic net eamning $ 2149 1.61 1.27 0.74? 0.7<®
Diluted net earning $ 2.0eM 1.57 1.2¢€ 0.7@ 0.76®
Cash dividend $ 0.4¢ 0.4¢€ 0.44 0.4 0.42
Shareholder equity (ending $ 13.6¢ 12.2¢ 10.5( 9.67 9.21
Year-End Financial Position
Cash and cash equivalel $ 33,092 31,02: 41,28 16,837 24,587
Total current asse $ 240,72« 235,40 211,60: 188,63: 176,37(
Property, plant and equipment, | $ 96,55! 82,83t 72,58¢ 69,06: 61,121
Total asset $ 382,07( 354,25( 311,47. 285,79: 258,87:
Current liabilities excluding current de $ 94,54¢ 92,99: 86,73: 74,17¢ 58,47
Current ratio excluding current de 25 2. 2.4 25 3.0
Long-term liabilities excluding lor-term debt $ 30,49¢ 27,87" 27,797 28,87¢ 27,45
Debt:

Current $ 2,127 1,812 2,23: 7,67¢ 1,03(

Long-term $ 2,47 1,907 1,60¢ 1,02¢ 6,29%

Total debt as% of total capit 1.8 1.€ 2.C 4.8 4.2
Shareholdel equity $ 252,43: 229,66¢ 193,10: 174,03 165,61t
Cash Flow Increase (Decreast¢
Related to operating activitit $ 39,64( 40,31¢ 44,23 36,697 30,47(
Related to investing activitie $ (10,35)) (45,959 (11,787 (32,067) (6,397)
Related to financing activitie $ (26,679 (4,87¢) (8,11)) (12,130) (25,780
Other Data
Interest incomi $ 1,85< 2,69¢ 1,691 1,47¢ 1,441
Interest expens $ 89¢ 737 564 1,147 832
Depreciation and amortization expel $ 18,05¢ 14,32: 13,03¢ 12,97: 13,87¢
Acquisition of property, plant and equipme $ 28,72( 23,87 20,88( 21,08¢ 10,48
Proceeds from disposals of property, plant andpment $ 7,25¢ 632 3,04¢ 1,56¢ 4,092
Number of employees at y+-end 2,77¢ 2,652 2,49¢ 2,47¢ 2,351
Diluted average shares outstand 19,146,00! 18,989,00 18,210,00 18,300,00 18,128,00!
Closing share price at yeend $ 44.2¢ 29.0( 26.0( 19.8: 21.6¢
Common stock price range during y: $ 27.8449.3Z 21.73-29.8¢ 17.3¢-26.2¢ 18.2£-22.17 14.5(-22.9(
Closing price/earnings rat 21.: 18.t 20.€ 27.2 27.¢

(1) 2007 includes restructuring charge and assetieakpenses of $2.5 million pretax ($1.7 millioteetix or $0.09 per diluted share), a one-
time tax benefit relating to a reduction in valoatreserves, net of the impact of tax rate chamg&sgeign jurisdictions on deferred taxes of
$3.6 million aftertax or $0.19 per diluted share gain on sale of the Maple Grove, Minnesota facdf $6.0 million pretax ($3.7 million
aftertax or $0.19 per diluted share). (2) 2004udek workforce reduction expenses of $2,301 pr@hx58 aftertax or $0.08 per diluted she
(3) 2003 includes sales of $6,430, gross prof§2)P17 and aftertax earnings of $1,796 ($0.10 peted share) related to the recognition of
previously deferred revenue resulting from the asneent of a contract and pretax charges of $1,9621% net of taxes or $0.07 per diluted
share) related to the dissolution of a joint veatur
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ITEM 7 — Management’s Discussion and Analysis of Riancial Condition and Results of Operations
Overview

Tennant Company is a world leader inglgsig, manufacturing and marketing solutions tteplereate a cleaner, safer world. We
provide equipment, parts and consumables and djyesieface coatings to contract cleaners, end-bgsinesses, healthcare facilities, schools
and local, state and federal governments. We gelpmducts through our direct sales and servigarization and a network of authorized
distributors worldwide. Geographically, our custamare primarily located in North America, Europsja, Japan, Australia and Latin
America. We strive to be an innovator in our indys$trough our commitment to understanding our @w&lrs’'needs and using our expertise
create innovative solution



Net earnings for 2007 were up 33.7% t9.$3nillion, or $2.08 per diluted share. Record 20&venues of $664.2 million, up 10.9% o
2006, and efficiency gains drove operating prafipfovement of 22.3% to $48.9 million, excluding tfen on the sale of our Maple Grove
facility of $6.0 million pretax ($3.7 million aftaax or $0.19 per diluted share). 2007 results béstefited from a lower effective tax rate
resulting from net one-time tax benefits. Thesecfienwere partially offset by the charge assodatéh the third quarter restructuring action.

As previously disclosed, we completeddhtcipated sale of our Maple Grove, Minnesotalifgauring the fourth quarter of 2007. All
operations previously residing in this facility wdntegrated into our other North American fa@ltito enable greater efficiencies in
conjunction with our manufacturing footprint coridation initiative.

A net tax benefit of $3.6 million, or $9. per diluted share was recognized in the thi@tgn of 2007. The benefit related to the reversal
of a valuation allowance on foreign net operatimgglcarryforwards. This benefit was partially dffsg the impact of tax rate changes in
foreign jurisdictions on deferred taxes.

Management approved a restructuring aatiring September 2007 in an effort to better matdll sets and talent in evolving functiol
areas that are critical to successful executicstrategic priorities as discussed in Note 2 toGbasolidated Financial Statements. These ac
impacted approximately 60 positions within a work®of 2,700, or about two percent of the empldyase. The restructuring action resulted
in the recognition of a pretax charge of $2.5 miilor $0.09 per diluted share in 2007. These amstsist primarily of severance, outplacement
benefits and recruiting expenses and are includddnaselling and administrative expenses in thesididated Statements of Earnings. These
actions were substantially complete as of Decerbe2007.

During 2006, we launched initiatives atha consolidating our global footprint, expandmg presence in China and establishing global
sourcing capabilities. Through these initiativeg, expect to broaden our global sourcing capatslitieduce product costs and improve
operating efficiencies over the next three to fiears.

During 2007, in support of these strategitiatives, we incurred approximately $4.2 naifli of costs. As we exit 2007, our North
American manufacturing footprint consolidation iaiive is complete. Our China facility is manufaitg two products for local and worldwi
distribution, with another product platform ready production in early 2008. Our global sourcingi@tive contributed over $4.0 million in
savings during 2007, allowing us to maintain owsgrmargin in 2007 despite rising material costsiamestment in these initiatives. We also
successfully doubled the percentage of materialscamponents sourced from low-cost regions front@gmately 7-8% in 2006 to 14% in
2007.

Tennant continues to invest in innovafiveduct development, with 3.6% of net sales spantesearch and development in 2007. We
launched five new products which targeted all afmarkets during 2007. Sales of new products intced in the past three years generated
approximately 35% our equipment sales during 2@8Zeeding our target of 30%.

In October 2007, we introduced a breakigh new cleaning technologgch,, o ™ that cleans using electrically activated tap watée.
will begin global shipments of machines equippethwheech, o technology, which will initially be available onxsivalk-behind scrubbers,

during the second quarter of 2008. In additionexeect to launch 6 to 7 new products in 2008 thkhtake us into new market space and
further enhance our product portfolio.

We ended 2007 with a debt-to-capitabrafi1.8% and $33.1 million in cash and cash edenta. We generated operating cash flows of
$39.6 million during 2007. Shareholders’ equityrased by 9.9% to $252.4 million, as compared @62During 2007, we repurchased $29.0
million in Tennant stock under our share repurclasgram.

Current challenges facing Tennant inclodgt increases for raw materials and other pusthasmponents due to rising commaodity ¢
which are mitigated by selling price increases ewst reduction activities. We expect to continueds volatility in commodity prices driving
increases in our cost of commodity-based comporier2808.

The relative strength or weakness ofglio®al economies in 2008 may also impact demanddoiproducts and services in the markets
we serve. Tennant achieved solid performance d2@@y despite a softening in North American maaoremic indicators during the year.
However, as both global and regional economiesiapeedictable and somewhat volatile, we continuaémitor macro-economic indicators
closely.

Lastly, our results continue to be impddby changes in value of the U.S. dollar primaaipinst the Euro, the Australian and Canadian
dollars, the British pound, the Japanese yen amtlinese yuan. To the extent the applicable exggheates weaken relative to the U.S. dollar,
the related direct foreign currency exchange effemild have an unfavorable impact on our 2008 teslilthe applicable exchange rates
strengthen relative to the U.S. dollar, our reswisild be favorably impacted.

Historical Results

The following table compares the histakiesults of operations for the years ended Deeerdb, 2007, 2006 and 2005 in dollars and
percentage of net sales (in thousands, excephpee amounts):

2007 % 2006 % 2005 %



Net sales $ 664,21t 100.C $ 598,98: 100.( 552,90¢ 100.(
Cost of sale! 385,23 58.C 347,40:. 58.C 318,04« 57.t
Gross profil 278,98: 42.C 251,57¢ 42.C 234,86« 42.F
Research an
development expens 23,86¢ 3.€ 21,93¢ 3.7 19,35: 3.t
Selling anc
administrative expenst 206,24. 31.1 189,67t 31.7% 180,67t 32.7
Gain on sale of facilit (5,972) 0.c — — — —
Profit from operation 54,84* 8.3 39,96¢ 6.7 34,831 6.3
Interest incomt 1,85¢ 0.2 2,69¢ 0.t 1,691 0.2
Interest expens (89¢) 0.1 (737) 0.1 (564) 0.1
Interest income, ne 95¢€ 0.1 1,961 0.2 1,125 0.2
Net foreign currenc
transaction gain 39 — 51€ 0.1 8 —
ESOP incomt 2,56¢ 0.4 1,20t 0.2 387 0.1
Other expense, n (69€) 0.1 (344 0.1 (2,365 0.2
Total other
income (expense 1,911 0.3 1,37 0.2 (970 0.2
Profit before income taxe 57,71: 8.7 43,30z 7.2 34,99/ 6.3
Income tax expens 17,84¢ 2.7 13,49: 2.3 12,05¢ 2.2
Net earning: $ 39,867 6.C $ 29,80¢ 5.C 22,93¢ 4.2
Earnings per diluted sha $ 2.0¢ $ 1.57 1.2¢
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Consolidated Financial Results
In 2007, net earnings increased 33.7%3M9 million or $2.08 per diluted share. Net eagsiwere impacted by:
- Growth in net sales of 10.9% to $664.2 millionyen by increases in all geographic regions (Nonttefica, Europe and Other
International) and all product categories (equiptneervice, parts and consumables; and specialfsicicoatings)
- Holding margins flat with 2006 at 42.0%, despitgh@r material costs and investments in our footmamsolidation and Chir
expansion initiatives
. A decrease in S&A expenses as a percentage oélestaf 0.6 percentage points as growth in nessalgpaced increases in S&A
expenses, despite the inclusion of a $2.5 millestructuring charge and higher costs in suppastrategic initiatives and other cost
increases
. A gain of $6.0 million associated with the saleoaf Maple Grove, Minnesota facilit
. A decrease in interest income, net of $1.0 millimarily reflecting a lower average interest ratel a lower level of cash and ce

equivalents and short-term investments. In addiff@nnant contributed $0.5 million to the Tennaouifdation, increasing other
expense, net. Partially offsetting these decreiasas increase in ESOP income due to a higher geestck price

- 2007 diluted earnings per share were $1.79 exdjuitie on-time gain from the sale of the Maple Grove, Minrtadacility of $0.19.
the restructuring charge of $0.09, and the-time net tax benefit of $0.1

In 2006, net earnings increased 30.0%2&8 million, or $1.57 per diluted share. Net @aga were impacted by:

- Growth in net sales of 8.3% to $599.0 million, @rivby increases in all geographic regions (NortreAoa, Europe and Oth

International) and all product categories (equipmeervice, parts and consumables; and speciaifgcicoatings)



. A gross profit margin decrease of 0.5 percentagatpto 42.0% as price increases taken earlidréryear and cost reductions were not
enough to offset higher material costs and expeasssciated with the startup of our China facgit our manufacturing footprint
consolidation

- A decrease in S&A expenses as a percentage oélestaf 1.0 percentage point as growth in net salggzaced increases in S&A
expenses, despite higher costs for strategic finiéis, stock option expense associated with th@tiamloof SFAS No. 123, “Share Based
Paymer-Revised 200" (“SFAS No. 123(F") and other cost increast

. An increase in interest income and other incomeph®3.2 million primarily due to increased intst@and ESOP income. In addition,
Tennan's contribution of $0.8 million to the Tennant Foatidn in 2005 was not repeated in 20

. A decrease in the effective tax rate of 3.3 peagmpoints to 31.2%, substantially related to anéffrom a state protective tax cla
and the release of tax reserves accrued in pransy

We use Economic Profit as a key indicafdinancial performance and the primary metricgerformance-based incentives. Economic
Profit is based on our net operating profit aftetets less a charge for the net assets used inuglirelss. The key drivers of net operating profit
we focus on include net sales, gross margin andatipg expenses. The key drivers we focus on tosoreshow effectively we utilize net as¢
in the business include “Accounts Receivable DalesSOutstanding” (DSO), “Days Inventory on HanB1@H) and capital expenditures.
These key drivers are discussed in greater depthghout Management’s Discussion and Analysis.

Net Sales

In 2007, consolidated net sales of $664ilRon increased 10.9% from 2006. Consolidatetisages were $599.0 million in 2006, an
increase of 8.3% from 2005. In 2007, growth wasedriby increases in all geographic regions angdraliuct categories. Growth in equipment
sales was attributable to volume growth as wefirce increases in all geographies. Organic volgnogvth in service, parts and consumables
also contributed to the overall increase. Acquisii contributed approximately $8.9 million, or appmately 1.5%, to net sales in 2007.
Acquisitions contributed approximately $3.6 milli@r approximately 0.6%, to net sales in 2006. tR@sdirect foreign currency exchange
fluctuations increased net sales by approximat@éyaBd 1% in 2007 and 2006, respectively.

The following table sets forth for theaye indicated net sales by geography and the detetecent change from the prior year (in
thousands):

2007 % 2006 % 2005 %
North America $ 417,75 6.8 $ 391,30¢ 57 $ 370,14. 8.3
Europe 172,70¢ 17.C 147,65 16.2 126,91: 10.4
Other
International 73,75 22.¢ 60,01¢ 7. 55,85! 9.€
Total $ 664,21¢ 10.¢ $ 598,98: 8.2 $ 552,90¢ 8.¢

North America— In 2007, North American net sales increased @@%17.8 million compared with $391.3 million i0@. The
primary drivers of the increase in net sales weigepncreases in all product categories and arease in equipment volume within all sales
channels. Shipment of several large non-recurridgrs, primarily to national account customers, emratinued success with new products
were significant contributors to the growth in gguient volume in North America in 2007. Organic voligrowth in service, parts and
consumables sales also contributed to the increase.

In 2006, North American net sales inceelds.7% to $391.3 million compared with $370.1 imillin 2005. Growth in net sales was
driven by volume increases in all product categoaied price increases. Organic growth accountethéovolume increases in service, parts
consumables sales, while the volume growth in egait sales was primarily driven by the continuectsas of new products. Growth in
specialty surface coatings also contributed tdrtheease in North America net sales as compar20@.

Europe— European net sales in 2007 increased 17.0% t.$4dillion compared to 2006 net sales of $147 Ifioni Positive direct
foreign currency exchange effects increased Europegasales by approximately 10% in 2007. Our Haofsnand Floorep acquisitions
contributed $7.4 million, or approximately 5% torBpe’s 2007 net sales. Europe’s organic base veentally flat in 2007 when compared to
2006. Shipment of a large non-recurring order iG&fbr which a similar shipment did not occur ir0ZGnd lower sales of equipment in the
United Kingdom offset volume growth from our Hofngaime of outdoor products during the second hB#a®7 and benefits from price
increases.

European net sales in 2006 increased/d 6035147.7 million compared to 2005 net sales1®6b9 million. Growth in net sales was
driven by increased demand in certain regions &wdproduct sales as well as price increases. Téngisition of Hofmans in July 2006
contributed $3.6 million to Europg2006 sales growth. Organic volume growth in seqvparts and consumables also contributed tovibealh
increase in net sales. Positive direct foreignenoy exchange effects increased European netlsakgsproximately 2% in 2006.

Other International — Other International net sales in 2007 increasef%2o $73.8 million over 2006 net sales of $60.0iom.



Growth in net sales was primarily driven by orgagriowth, resulting in part from expanded marketerage in Brazil and China as well as
volume growth in Australia, Mexico and the MiddlagE Price increases also contributed to the 200wt in net sales. Positive direct foreign
currency exchange effects increased net sale@r otternational markets by approximately 4% i@20
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Other International net sales in 2006eased 7.5% to $60.0 million over 2005 net salek66f9 million. Growth in net sales was
primarily driven by price increases, new produd¢sand expanded market coverage in China. Negditiget foreign currency exchange
effects decreased net sales in other internatimaakets by approximately 1% in 2006.

Gross Profit

Gross profit margin was 42.0% in 200%, $ame as in 2006. Price increases and cost redutiions in 2007 nearly offset higher costs
for raw materials and purchased components sutitedsigh battery costs experienced during the glgaen by increases in the cost of lead.

We implemented a selling price surchahgeng the fourth quarter on certain products idolg batteries and battepperated equipme
in North America. Price increases on similar praduc Europe were implemented during the third teraihe benefits from our global
sourcing initiative along with these pricing actaglowed us to nearly fully mitigate the impactising material costs during 2007.

Gross margins in 2007 were also impabtedositive direct foreign currency exchange efextd a favorable mix of products sold,
which offset costs associated with our manufactufaotprint consolidation, China expansion anditttegration of the Hofmans acquisition.

Gross profit margin declined 0.5 percgatpoints to 42.0% in 2006 compared to 2005. Rniceases taken earlier in the year and
manufacturing cost reduction actions were not ehdagffset higher material costs and expense<aded with the startup of our China
facility and our manufacturing footprint consoliidet.

Future gross profit margins could congina be impacted by fluctuations in the cost of raaterials and other product components,
competitive market conditions, the mix of produatéh within and among product lines and geograplaied foreign currency exchange
effects.

Operating Expenses

Research and Development ExpensefResearch and development expenses increasechifiof, or 8.8% in 2007 compared to 2006,
and decreased 0.1 percentage points to 3.6% asengege of net sales in 2007. Research and dewveltpexpenses increased $2.6 million, or
13.4%, in 2006 compared to 2005, and increasegdér@ntage points to 3.7% as a percentage of lestiga2006.

We strive to be the industry leader imawation and are committed to investing in researuth development. We expect to maintain our
spending on research and development at 3% to 4%tafales annually in support of this commitment.

Selling and Administrative Expenses- S&A expenses increased by $16.6 million, or 8.if#2007 compared to 2006. S&A expenses
included a $2.5 million charge for a restructuraagion approved by management during the thirdtquas discussed in Note 2 to the
Consolidated Financial Statements. The charge steusprimarily of severance and outplacement bendfhe impact of foreign currency
translation on S&A expenses was approximately $@lllon in 2007. The remaining approximate 4% irage in S&A expenses was due in
to investments associated with expanding our iat@nal market coverage, the inclusion of expen$esquired operations and recruiting
expenses associated with filling restructured passtand other openings. Increased bad debt expeesefit costs and depreciation expense
also contributed to the increase in S&A expensedimparison to 2006. Partially offsetting thesedéases was a decrease in performdrase:
compensation expenses and a reduction in warrastg.c

As a percentage of net sales, S&A expedselined 0.6 percentage points to 31.1%, as growtet sales outpaced increases in S&A
expenses, despite the inclusion of the restrugwirarge, investments to grow the business and otist increases.

S&A expenses increased by $9.0 milliar.0%, in 2006 compared to 2005. S&A expensesared in part due to general inflationary
cost increases including salaries & wages, medicalel and fuel costs. Increases in sales incest@nd warranty expenses driven primarily by
growth in net sales and higher levels of markeérgenses for new product launches also contribtotéte increase in S&A expenses over the
prior year. Additional costs due to the inclusidrerpenses related to the acquired operations &hblas, costs to support expansion in China
and international growth initiatives further incsed our S&A expenses in comparison to 2005. Lagl9p6 S&A expenses include the impact
of recognizing stock option expense associated thi#ghadoption of SFAS No. 123(R). As a percentdgeebsales, S&A expenses declined 1.0
percentage point to 31.7%, as growth in net salgzaged these cost increas



Gain on Sale of Facility— As discussed above, we completed the anticigatkdof our Maple Grove, Minnesota facility durithg
fourth quarter of 2007 for a net pretax gain of0®@illion.

Interest Income, Net

Interest income, net was $1.0 millioreB07, a decrease of $1.0 million from 2006. Theekse was a result of lower interest rates and
lower average levels of cash, cash equivalentshad-term investments during 2007 compared to 2006

Interest income, net was $2.0 millior2006, an increase of $0.8 million from 2005. Thé@hcrease was primarily a result of higher
interest rates and higher average levels of cadltash equivalents invested.

Other Income (Expense), Net
Total other income increased $0.5 millb@miween 2007 and 2006.

Net foreign currency exchange gains disad $0.5 million between 2007 and 2006 due tduhions in foreign currency exchange
rates.

ESOP income increased $1.4 million betw2@07 and 2006 due to a higher average stock. gritee Company benefits from ESOP
income when the shares held by the Company’s ES@Pape utilized as the basis of those sharesisrithan the current average stock price.
This benefit will end when we issue the last of shares held by the ESOP which is anticipated ¢oioon December 31, 2009.

The change in other expense, net of 80ll{bn between 2007 and 2006 was primarily duaniancrease in discretionary contributions to
Tennant’s charitable foundation.

The $2.3 million change in other incorerdense), net between 2006 and 2005 was primaréytal contributions made to the Tennant
Foundation during 2005 that were not repeated 062hcreased ESOP income due to a higher avetagle grice in 2006 than 2005 and
fluctuations in foreign currency exchange rates.

Income Taxes

Our effective income tax rate was 30.8%2% and 34.5% for the years 2007, 2006 and 2@8pectively. The decrease in the 2007
effective tax rate was substantially related taafable one-time tax benefit associated with éversal of a valuation allowance, net of the
impact of tax rate changes in foreign jurisdictiomsdeferred taxes. These items were partiallyebtiy an increase in taxes due to the repeal of
the extraterritorial income exclusion. In 2006 texrease in the effective tax rate was substantialhted to a refund from a state tax protec
claim and the release of tax reserves accruedadn years.
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The third quarter of 2007 included a fiaaldde one-time discrete item of $3.6 million rethte the reversal of a German valuation
allowance, net of the impact of tax rate changdseri@ign jurisdictions on deferred taxes. During third quarter of 2007 it was determined-
it was now more likely than not that a tax lossyfarward in Germany will be utilized in the futuamd accordingly the valuation allowance on
the related deferred tax asset was reduced to zero.

During 2006 and 2005, we had a favorahfgact from the Extraterritorial Income ExclusioetAETI Act), a U.S. tax law, of
approximately 2% on our effective tax rate. On ®eto22, 2004, the American Jobs Creation Act o#2@8s signed into law, which phased
out the ETI Act tax benefit during 2005 and 2006adtldition, the new law established a manufactutlieduction for profits on U.S.
manufactured product to be phased in through 28402007, these changes resulted in an increasdr ieffective tax rate of slightly more
than one percentage point. For 2008, we expeattthrge in the U.S. tax law will have a similar iropa

We expect our effective tax rate in 20@®e between 36.5% and 38.5%. This rate may vasgd on changes in mix of taxable earnings
by country and our ability to utilize the availalitgeign net operating loss carryforwards.

Liquidity and Capital Resources

During 2007, our financial condition rémed strong. Our debt-to-capital ratio was 1.8%fa@ecember 31, 2007, compared with 1.6%
as of December 31, 2006. Our capital structurecwasprised of $2.1 million of current debt, $2.5lrait of long-term debt and $252.4 million
of shareholde’ equity as of December 31, 20(



As of December 31, 2007, we had an algElaommitted line of credit totaling $125.0 milioWe also had stand alone letters of crec
approximately $3.0 million outstanding as of Decem®1, 2007. There were no outstanding borrowimgtenthese facilities and we were in
compliance with all debt covenants as of Decemite2B807.

On June 19, 2007, we entered into a teggeement (the “Credit Agreement”) with JPMor@drase Bank, National Association, as
administrative agent, Bank of America, N.A., asdigation agent, BMO Capital Markets Financing, lard U.S. Bank National Association,
as Co-Documentation Agents and the Lenders frora tortime party thereto. The Credit Agreement piesius and certain of our foreign
subsidiaries access to a $125.0 million senior eurgel revolving credit facility until June 19, 20Bbrrowings may be denominated in U.S.
Dollars or certain other currencies. The Creditegnent contained a $75.0 million sublimit on fore@yirrency borrowings and a $50.0 mill
sublimit on borrowings by the foreign subsidiari€he agreement also contains an option which allbsCompany to increase the
commitment, in increments of $20.0 million, to &ataf $225.0 million. Approval from the Board ofrBctors is required if the aggregate
amount of the commitment exceeds $150.0 milliore Tdzility is available for general corporate pwses, working capital needs, share
repurchases and acquisitions.

The fee for committed funds under thed@ragreement ranges from an annual rate of 0.08%225%, depending on our leverage ri
Borrowings under the Credit Agreement generallyr li@rest at an annual rate of, at our optiomegi(i) between LIBOR plus 0.32% to
LIBOR plus 1.025%, depending on our leverage ratidji) the higher of (A) the prime rate or (Bktlfiederal funds rate plus 0.50%.

The Credit Agreement contains customapyasentations, warranties and covenants, inclualibgot limited to covenants restricting «
ability to incur indebtedness and liens and to raengconsolidate with another entity. Further, @edit Agreement contains a covenant
requiring us to maintain an indebtedness to EBITatho as of the end of each quarter of not grethtim 3.5 to 1, and to maintain an EBITDA
to interest expense ratio of no less than 3.5 thé. Credit Agreement also restricts us from payividends or repurchasing stock in an
amount that exceeds $50.0 million during any fisear if, after giving effect to such payments, lmwerage ratio would exceed 2.5 to 1. The
company was in compliance with all such covenanBezember 31, 2007.

In February 2008, we completed the adfijisof one foreignbased company and announced that we had signedtsaga agreement
acquire a second foreign-based company. We usethhication of available cash and the Credit Agresnefund the acquisition that closed
and intend to use a combination of available cashte Credit Agreement to fund the other acquisitvhich has not yet closed.

On February 21, 2008, we amended theiCAggeement to increase the sublimit on foreigrrency borrowings from $75.0 million to
the aggregate amount of the commitment and to aser¢he sublimit on borrowings by the foreign sdiasies from $50.0 million to $100.0
million.

On August 23, 2007, we entered into aseaared revolving credit facility (the “Credit FEigi") with Bank of America, National
Association which expires in August 2008. This Qrr€acility is denominated in Renminbi (“RMB”) itné amount of 14.6 million RMB, or
approximately $1.9 million U.S. Dollars, and is #able for general corporate purposes, includingkivey capital needs of our China location.
The interest rate on borrowed funds is equal tdPteple’s Bank of China’base rate. This facility also allows for the &ste of standby lette
of credit, performance bonds and other similarimsents over the term of the facility for a feeDd5% of the amount issued. The balance
outstanding on this facility was $0.2 million UBollars at December 31, 2007 at a rate of 6.21%.

Cash and cash equivalents totaled $38libmat December 31, 2007, down 26.9% from $4%iBion of cash, cash equivalents and
short-term investments as of December 31, 2006dM/eaot have any short-term investments as of Déegr81, 2007. Cash and cash
equivalents held by our foreign subsidiaries tat$8.8 million as of December 31, 2007 as compsye&ib.7 million of cash and cash
equivalents held by our foreign subsidiaries aBedember 31, 2006. Wherever possible, cash manageésneentralized and intercompany
financing is used to provide working capital to sidiiaries as needed. Our current ratio was 2.5 Becember 31, 2007 and 2006, based on
working capital of $144.1 million and $140.6 miltiorespectively.

If the global economy deteriorates, itildohave an unfavorable impact on the demand fopoeducts and, as a result, our operating
flow. We believe that the combination of internalignerated funds, present capital resources arldlaeafinancing sources are more than
sufficient to meet our cash requirements for 2008.
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Our contractual cash obligations and caments as of December 31, 2007, are summarizgeebgd due in the following table (in
thousands):

Less More
Than 1 1-3 3-5 than 5
Total Year Years Years Years

On-balance sheet obligations



Collateralized borrowing€) $ — % — 3% — 3% — % —
Capital lease 3,451 1,53¢ 1,90z 12 —
Interest payments on capital lea 13€ — 13t 1 —
Residual value guarant& 797 50€ 28€ 3 —
Retirement benefit plar® 98t 98t — — —
Deferred compensation arrangeméfits 6,89( 1,00¢ 1,84¢ 643 3,39(
Other long-term employee benef®s — — — — —
Unrecognized tax benefif® — — — — —
Total or-balance sheet obligatiol $ 12,25¢ $ 4037 $ 4,17 $ 65¢ $ 3,39(
Off-balance sheet arrangements
Operating lease 21,74¢ 8,90( 9,14( 3,46¢ 23€
Purchase obligatior 47,47¢ 47,47¢ — — —
Total off-balance sheet obligatio $ 6922« $ 5637¢ $ 914 $ 346¢ $ 23€
Total contractual obligations $ 8148: $ 6041 $ 1331 $ 4,128 $ @ 3,62¢

(1) Collateralized borrowings on our lala sheet totaling $0.7 million represent defes&ds proceeds on certain leasing transactic
Europe accounted for as borrowings under SFAS Rip‘Accounting for Leases” (“SFAS No. 13"). We dotrexpect to have to fund these
obligations; as a result, these obligations ard@nmetided in the contractual cash obligations amumitments table.

(2) Certain operating leases for vehiclestain residual value guarantee provisions, whiobild become due at the expiration of the
operating lease agreement if the fair value ofehsed vehicles is less than the guaranteed résidiug. Of those leases that contain residual
value guarantees, the aggregate residual valease lexpiration is $11.9 million, of which we haumranteed $9.3 million. As of December
31, 2007, we have recorded a liability for the faitue of this residual value guarantee of $0.8ionil

(3) Our retirement benefit plans, as dbsd in Note 10 to the Consolidated Financial Stents, require us to make contributions to the
plans from time to time. Our plan obligations teta615.9 million as of December 31, 2007. Contidng to the various plans are dependent
upon a number of factors including the market penénce of plan assets, if any, and future charmgegérest rates, which impact the actuarial
measurement of plan obligations. As a result, e fumly included our $1.0 million of 2008 expectamhtributions in the contractual cash
obligations and commitments table.

(4) The unfunded deferred compensatioangements covering certain current and retiredagament employees totaled $6.9 millior
of December 31, 2007. Our estimated distributiontheé contractual cash obligations and commitmeitie are based upon a number of
assumptions including termination dates and paditi distribution elections.

(5) Other long-term employee benefit agements are comprised of long-term incentive carsgion arrangements with certain key
management, foreign defined contribution plans@heér longterm arrangements totaling $2.0 million. We carpredict the timing or amou
of our future payments associated with these aeaegts; as a result, these obligations are natded in the contractual cash obligations and
commitments table.

(6) Approximately $6.1 million of unreauiged tax benefits have been recorded as liaksilitieaccordance with FIN 48, and we are
uncertain as to if or when such amounts may béedetis a result, these obligations are not inaudehe table above. Included in the amount
above is interest of $0.3 million and potential @iéas of $0.1 million.

Off-balance Sheet Arrangements Off-balance sheet arrangements consist primafiperating lease commitments for office and
warehouse facilities, vehicles and office equiprmantiscussed in Note 12 to the Consolidated FiabStatements as well as unconditional
purchase commitments. In accordance with U.S. gdigexccepted accounting principles, these obligetiare not reflected in the Consolide
Balance Sheets.

We have applied the provisions of EITF&)IDetermining Whether an Arrangement Contaih®ase,” and have determined that our
agreement with our third-party logistics providentains an operating lease under SFAS No. 13.réswt, we have included the future
minimum lease payments related to the underlyinlglimg lease in our operating lease commitmenthécontractual cash obligations and
commitments table. In the event we elect to catimebgreement with our third-party logistics prarigrior to the contract expiration date we
would be required to assume the underlying buildéage for the remainder of its term.

Unconditional purchase obligations in@dymirchase orders entered into in the ordinaryseoaf business and contractual purchase
commitments. During July 2005, we amended our 2008hase commitment with a third-party manufacttwerxtend the terms of the
agreement to September 2008. The remaining commitoraler this agreement totaled $2.3 million aBe¢ember 31, 2007. This purchase
commitment has been included in the contractudi ohatigations and commitments table along with pase orders entered into in the ordir
course of busines



Cash Requirements

Operating Activities — Cash provided by operating activities was $39.6ionilin 2007, $40.3 million in 2006 and $44.2 nahiin 2005
In 2007, cash provided by operating activities w@agen primarily by strong net earnings as welbhasncrease in net income taxes
payable/prepaid, partially offset by a decreasemiployee compensation and benefits and other atexenses. The decrease in employee
compensation and benefits and other accrued experaeprimarily a result of decreases in perforradresed compensation.

Cash flow from operations decreased $tillfon in 2007 compared to 2006. This decrease pvamarily driven by decreased income
taxes payable/prepaid and decreased employee ceatmenand benefits and other accrued expenses.

In 2006, cash provided by operating dti¢is was impacted by strong net earnings and eme@se in non-cash share-based compensatiol
expense, an increase in accounts payable, emptayepensation and benefits and other accrued expehise increase in share-based
compensation expense was primarily attributabtéanclusion of stock option expense under SFAST2&(R) in 2006 and an increase in
expense associated with performance share anictedtstock awards. The increases in accounts payatployee compensation and benefits
and other accrued expenses were attributable tehiccruals for volume-based incentives and warram increase in payroll
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accruals as well as timing of payments. Partialfgaiting these sources of cash were an increase@ivables driven by higher fourth quarter
sales volumes and an increase in inventory. The&se in inventory was in support of new produehthes and the addition of our
manufacturing facility in China.

As discussed previously, two metrics usgdhanagement to evaluate how effectively weadibur net assets are “Accounts Receivable
Days Sales Outstanding” (DSO) and “Days InventaryHand” (DIOH), on a FIFO basis. These metricstieryears indicated were as follows
(in days):

2007 2006 2005
DSO 61 61 61
DIOH 83 82 82

DIOH increased one day in 2007 compaoe2D06. This increase is mainly due to higher inegnlevels at our foreign locations due to
longer lead times and pipeline fill for new prodidhventory grew at the same pace as demand d2@0g as compared to 2005 resulting il
change in the DIOH.

Investing Activities— Net cash used in investing activities was $10Idam in 2007, $46.0 million in 2006 and $11.8 figh in 2005.
The primary use of cash in investing activitiesidg2007 was capital expenditures and our acqoisiti Floorep Limited. Sources of cash for
2007 investing activities include net sales of stem investments, which generated $14.3 milliogash and proceeds from the sale of our
Maple Grove, Minnesota facility.

Capital expenditures were $28.7 milliamidg 2007 compared to $23.9 million in 2006. Calpéixpenditures were $20.9 million in 2005.
Capital expenditures in 2007 included continueagtments in our footprint consolidation initiativesw product tooling and capital spending
related to our global expansion initiatives. Cdptependitures in 2006 included continued expansioour information systems capabilities
and investments in new product tooling as wellastal spending in support of our China expansitiative. Capital expenditures in 2005
included investments in hew product tooling andaggion of our information system capabilities.

In 2008, capital expenditures are expgktieapproximate $25 to $29 million. Significanpital projects planned for 2008 include
upgrades to our information technology systemsrateded infrastructure and investments in toolimgupport of new products. In addition, we
plan to invest in our corporate facilities to ceeatglobal center for research and developmenit&@xpenditures in 2008 are expected to be
financed primarily with funds from operations.

Proceeds from dispositions of propertgnpand equipment in 2005 include $1.5 milliorpioceeds from the sale of a distribution ce
in Holland, Michigan.

In July 2006, we acquired Hofmans Macfabeek (“Hofmans”) for a purchase price of $8.Alimn, subject to certain post-closing
adjustments. The cost of the acquisition was paidnfcash with funds provided by operations.

In February 2007, we acquired Floorepitach (“Floorep”), a distributor of cleaning equipmébased in Scotland, for a purchase price of
$3.6 million in cash, subject to certain post-algsadjustments. The results of Floorep’s operati@e been included in the Consolidated
Financial Statements since February 2, 2007, tteeafaacquisition



Financing Activities— Net cash used in financing activities was $26illian in 2007, $4.9 million in 2006 and $8.1 mdh in 2005. In
2007, significant uses of cash included $29.0 onilin repurchases of common stock related to carestepurchase program and $9.0 million
of dividends paid. In 2006, significant uses oftcaluded $8.6 million of dividends paid and $m#8lion in repurchases of common stock
related to our share repurchase program.

Proceeds from issuance of common stookmgged $8.7 million in 2007 and $8.5 million in0B0 Proceeds in both years were driven by
an increase in employees’ stock option exercisestaa higher average stock price and senior mamagetransitions.

Our cash dividend payout increased fer3&™ consecutive year to $0.48 per share in 2007, aease of $0.02 per share over 2006.

In November 2004, an additional 400,008rss were authorized under the share repurchageapn approved by the Board of Directors
in May 2001. In August 2006, the Board of Directapproved the adjustment of the number of shaes dlailable for repurchase to reflect
the impact of the two-for-one stock split, whicleri@ased the number of shares available for repsectiam approximately 281,000
immediately before the stock split to approximate®2,000. On May 3, 2007, the Board of Directortharized the repurchase of 1,000,000
additional shares of our common stock.

Shares repurchased during 2007 approginzs5,900, with the average repurchase price ®8#3 Repurchases made in 2006 prior to
the stock split on July 26, 2006 totaled approxefya61,000 shares at an average repurchase prigg6036 or 122,000 shares at $23.18, post-
split. Following the stock split, approximately 800 shares were repurchased at an average pi$2¥ &6. Shares repurchased during 2005
approximated 92,000 on a post-split basis. Withatherage post-split repurchase price of $18.83.

At December 31, 2007, approximately 780,6hares were authorized for repurchase.
New Accounting Pronouncements

In September 2006, the FASB issued SFASIN7, “Fair Value Measurements” (“SFAS No. 158BFAS No. 157 defines fair value,
establishes a framework for measuring fair valugenrgenerally accepted accounting principles, aipaueds disclosure about fair value
measurements. The requirements are effectivedoalfiyears beginning after November 15, 2007. Weal@xpect the adoption of SFAS No.
157 will have a material impact on our financiahdiion, results of operations or cash flows.

In November 2006, the FASB released BNB-06-11, “Accounting for Income Tax Benefits ofvidlends on Share-Based Payment
Awards” (“EITF Issue No. 06-11"). EITF Issue No.-0& defines how an entity should recognize thenmedax benefit received on dividends
that are (a) paid to employees holding equity-d@&ssnonvested shares, equity-classified nonveskede units, or equitgtassified outstandir
share options and (b) charged to retained earnindsr SFAS No. 123 (revised 2004), “Share Basedneay (“SFAS No. 123(R)"). The
requirements are effective prospectively for fisgedrs beginning after December 15, 2007. We dexpect the adoption of EITF No. 06-11
will have a material impact on our financial coratit, results of operations or cash flows.

In February 2007, the FASB issued SFASN®, “The Fair Value Option for Financial Assatsl Financial Liabilities Including an
Amendment of FASB Statement No. 115" (“SFAS No.}58FAS No. 159 permits entities to choose to measnany financial instruments
and certain other items at fair value. The objects/to improve financial reporting by providingtiéies with the opportunity to mitigate
volatility in reported earnings without having tppy complex hedge accounting. The requirementetieetive for fiscal years beginning after
November 15, 2007. We do not expect the adoptid®F#S No. 159 will have a material impact on ounaficial condition, results
operations or cash flows.

In December 2007, the FASB issued SFASIMG (revised 2007), “Business Combinations” (“So. 141(R)"). SFAS No. 141(R)
requires most identifiable assets, liabilities, camtrolling interests, and goodwill acquired torbeorded at full fair value. This statement also
establishes disclosure requirements that will enabérs to evaluate the nature and financial effgfcthe business combination. The
requirements are effective for fiscal years begigrafter December 15, 2008. We are currently etialgighe impact that the adoption of SFAS
No. 141(R) will have on our Consolidated Finan8tdtements
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Critical Accounting Estimates

Our Consolidated Financial Statementdased on the selection and application of U.Seggly accepted accounting principles, which
require us to make estimates and assumptions &ltout events that affect the amounts reportedimGonsolidated Financial Statements and
the accompanying notes. Future events and thectsftannot be determined with absolute certairtigrefore, the determination of estimates
requires the exercise of judgment. Actual resudtda differ from those estimates, and any suctedéfices may be material to the Consolid.
Financial Statements. We believe that the followpeticies may involve a higher degree of judgmerd eomplexity in their application and
represent the critical accounting policies usethapreparation of our Consolidated Financial $tatets. If different assumptions or conditic



were to prevalil, the results could be materialffedént from our reported results.

Allowance for Doubtful Accounts- We record a reserve for accounts receivableattgapotentially uncollectible. A considerable
amount of judgment is required in assessing thiizegimn of these receivables including the curmneditworthiness of each customer and
related aging of the past-due balances. In ordassess the collectibility of these receivablespemorm ongoing credit evaluations of our
customers’ financial condition. Through these eatbns, we may become aware of a situation wherestomer may not be able to meet its
financial obligations due to deterioration of itsancial viability, credit ratings or bankruptcyhd reserve requirements are based on the best
facts available to us and are reevaluated andtadj@s additional information becomes available. @serves are also based on amounts
determined by using percentages applied to tracvables. These percentages are determined hyedywaf factors including, but not limited
to, current economic trends, historical payment lzexd debt write-off experience. We are not ableraglict changes in the financial condition
of our customers and if circumstances relatedesaltustomers deteriorate, our estimates of tloweegbility of accounts receivable could be
materially affected and we may be required to meatditional allowances. Alternatively, if moreaillances are provided than are ultimately
required, we may reverse a portion of such prowssio future periods based on the actual colleaiquerience. Bad debt write-offs as a
percentage of net sales were 0.1% in 2007, 0.32006 and 0.2% in 2005. As of December 31, 2007haek$2.2 million reserved against our
accounts receivable for doubtful accounts.

Inventory Reserves- We value our inventory at the lower of the cdghwentory or fair market value through the esigtirhent of a
reserve for excess, slow moving and obsolete irvgnin assessing the ultimate realization of irteees, we are required to make judgments
as to future demand requirements compared witmitavg levels. Reserve requirements are developexbmparing our inventory levels to our
projected demand requirements based on historggabdd, market conditions and technological andyrblife cycle changes. It is possible
that an increase in our reserve may be requiréakifiuture if there is a significant decline in deard for certain products. This reserve creates &
new cost basis for these products and is consigeredanent.

We also record a reserve for inventomnglage. Our inventory shrinkage reserve represamiisipated physical inventory losses that are
recorded and adjusted as a part of our cycle cogiratnd physical inventory procedures. The resemveuat is based on historical loss trends,
historical physical and cycle-count adjustmentselt as inventory levels. Changes in the resersaltérom the completed cycle counts and
physical inventories.

As of December 31, 2007, we had $4.4ionilteserved against inventories.

Warranty Reserves- We record a liability for warranty claims at ttme of sale. The amount of the liability is basedthe trend in the
historical ratio of claims to net sales, the hist@lrlength of time between the sale and resultilagranty claim, new product introductions and
other factors. Future claims experience could beerigdly different from prior results because o ihtroduction of new, more complex
products, a change in our warranty policy in reseaio industry trends, competition or other extefor@es, or manufacturing changes that
could impact product quality. In the event we daii@e that our current or future product repair egfglacement costs exceed our estimates, an
adjustment to these reserves would be chargedminga in the period such determination is maderrdfdy expense as a percentage of net
sales was 1.2% in 2007, 1.4% in 2006 and 1.3% @528s of December 31, 2007, we had $7.0 millicgereed for future estimated warranty
costs.

Income Taxes- When preparing our Consolidated Financial Statémeve are required to estimate our income taxesich of the
jurisdictions in which we operate. This procesimes estimating our actual current tax obligatibased on expected income, statutory
rates and tax planning opportunities in the varjoudsdictions. We also establish reserves for diage tax matters that are complex in nature
and uncertain as to the ultimate outcome. Althowgtbelieve that our tax return positions are fallpportable, we consider our ability to
ultimately prevail in defending these matters whstablishing these reserves. We adjust our resamlight of changing facts and
circumstances, such as the closing of a tax alitbelieve that our current reserves are adegHateever, the ultimate outcome may differ
from our estimates and assumptions and could inthadhcome tax expense reflected in our Consai&tatements of Earnings.

Tax law requires certain items to betideld in our tax return at different times thaniteems are reflected in our results of operations.
Some of these differences are permanent, suchpgemgsas that are not deductible in our tax retunnd,some differences will reverse over ti
such as depreciation expense on property, planeguigpgment. These temporary differences resuleferded tax assets and liabilities, which
are included within our Consolidated Balance Shd&t$erred tax assets generally represent items#rebe used as a tax deduction or credit
in our tax returns in future years but have alrelaelyn recorded as an expense in our Consolidaé¢ehEnts of Earnings. We assess the
likelihood that our deferred tax assets will beorered from future taxable income, and, based amagement’s judgment, to the extent we
believe that recovery is less likely than not, wtablish a valuation reserve against those defeaedssets. The deferred tax asset valuation
allowance could be materially different from actregults because of changes in the mix of futuraltle income, the relationship between
book and taxable income and our tax planning siiase As of December 31, 2007, a valuation allowanfc$8.2 million was recorded against
foreign tax loss carryforwards.

Cautionary Factors Relevant to Forward-Looking Information

Certain statements contained in this dwent as well as other written and oral statemetdenby us from time to time are considered
“forward-looking statements” within the meaningtbé Private Securities Litigation Reform Act. Thesgtements do not relate to strictly
historical or current facts and provide currenteptptions or forecasts of future events. Any sugleetations or forecasts of future events are
subject to a variety of factors. These includedecthat affect all businesses operating in a dlotzaket as well as matters specific to us and
the markets we serve. Particular risks and unceieai presently facing us include:



. Geopolitical and economic uncertainty throughoetworid.

Inflationary pressure:

. Fluctuations in the cost or availability of raw midals and purchased compone
. Ability to achieve anticipated global sourcing costiuctions
. Successful integration of acquisitions, includitgity to carry acquired goodwill at current valu
. Ability to achieve growth plan:
. Ability to achieve projections of future financiahd operating result
. Ability to achieve operational efficiencies, inclag synergistic and other benefits of acquisitic
. Ability to benefit from production reallocation pig, including benefits from our expansion into Gh
. Success and timing of new technologies and prod
. Ability to acquire, retain and protect proprietémyellectual property rights
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. Potential for increased competition in our busin

. Ability to attract and retain key personn

. Relative strength of the U.S. dollar, which affettis cost of our materials and products purchasddsald internationally
. Changes in laws, including changes in accountiagdsrds and taxation chang

. Unforeseen product quality problen

. Effects of litigation, including threatened or pérgllitigation.

We caution that forward-looking statensemiust be considered carefully and that actualteesay differ in material ways due to risks
and uncertainties both known and unknown. Sharehs|gotential investors and other readers aredueonsider these factors in evaluating
forward-looking statements and are cautioned nptdoe undue reliance on such forward-looking stetgs. For additional information about
factors that could materially affect Tennant's tesiplease see our other Securities and Exchanger@ssion filings, including disclosures
under “Risk Factors” in this document.

We do not undertake to update any forward-looking statement, and investors are advised to consult any further disclosures by uson
this matter in our filings with the Securities and Exchange Commission and in other written statements we make from timeto time. It isnot
possible to anticipate or foresee all risk factors, and investors should not consider any list of such factorsto be an exhaustive or complete list
of all risks or uncertainties.

ITE M 7A — Quantitative and Qualitative DisclosuresAbout Market Risk

Commodity Risk “We are subject to exposures resulting from poteotist increases related to our purchase of raveriadg or other
product components. We do not use derivative conimotstruments to manage our exposures to chaimgesmmodity prices such as steel,
oil, gas, lead and other commaodities.

Various factors beyond our control afféxet price of oil and gas, including but not lindtes worldwide and domestic supplies of oil and
gas, political instability or armed conflict in gokoducing regions, the price and level of foreilgports, the level of consumer demand, the
price and availability of alternative fuels, doniestnd foreign governmental regulation, weatheatesl factors and the overall economic
environment. We purchase petroleum-related compqueets for use in our manufacturing operationsaddition, our freight costs associated
with shipping and receiving product and sales amdise vehicle fuel costs are impacted by fluctuadiin the cost of oil and gas.

Increases in worldwide demand and othetois affect the price for lead, steel and relateducts. We do not maintain an inventory of
raw or fabricated steel or batteries in excessaf+term production requirements. As a result,dases in the price of lead or steel can
significantly increase the cost of our lead anelstased raw materials and component parts.

During 2007, our raw materials and ottverchased component costs, such as batteriesuntreorably impacted by commodity prices
and we were not able to fully mitigate these higtwsts with selling price increases and cost reduoetctions. We will continue to focus



mitigating the risk of continued future raw matéodaother product component cost increases thrquigtluct pricing, negotiations with our
vendors and cost reduction actions. The succetbesé efforts will depend upon our ability to irecse our selling prices in a competitive
market and our ability to achieve cost savingthéf commodity prices remain at their current lewelsontinue to increase, our results may be
unfavorably impacted in 2008.

Foreign Currency Exchange Risk Bue to the global nature of our operations, wesaltgect to exposures resulting from foreign
currency exchange fluctuations in the normal coofdausiness. Our primary exchange rate exposueewith the Euro, the Australian and
Canadian dollars, the British pound, the Japaneseand the Chinese yuan against the U.S. dollar.difiect financial impact of foreign
currency exchange includes the effect of trangigpirofits from local currencies to U.S. dollars impact of currency fluctuations on the
transfer of goods between Tennant operations itJtlieed States and abroad and transaction gainfoasés. In addition to the direct financial
impact, foreign currency exchange has an indiieericial impact on our results, including the effes sales volumes within local economies
and the impact of pricing actions taken as a radiftireign exchange rate fluctuations.

Because our products are currently marufad or sourced primarily from the United Statestronger dollar generally has a negative
impact on results from operations outside the Wn&ates while a weaker dollar generally has atipestffect. Our objective in managing the
exposure to foreign currency fluctuations is to imize the earnings effects associated with foreigchange rate changes on certain of our
foreign currency-denominated assets and liabilitfés periodically enter into various contractsnpipally forward exchange contracts, to
protect the value of certain of our foreign curngenominated assets and liabilities. The gainsl@sskes on these contracts generally
approximate changes in the value of the relategtaissd liabilities. We had forward exchange ca$rautstanding in the notional amounts of
approximately $62 million and $54 million at thedesf 2007 and 2006, respectively. The potentiahfiaterial loss in fair value of foreign
currency contracts outstanding and the relatednlyidg exposures as of December 31, 2007, from% &@verse change is unlikely due to the
short-term nature of our forward contracts. Ouigyoprohibits us from entering into transactions$peculative purposes.

Other Matters -Management regularly reviews our business opemstidth the objective of improving financial perfoamce and
maximizing our return on investment. As a resultiig ongoing process to improve financial perfonee we may incur additional
restructuring charges in the future which, if takeould be material to our financial results.

| TEM 8 — Financial Statements and Supplementary Dia
M ANAGEMENT'S REPORT ON INTERNAL CONTROLS OVER FINA NCIAL REPORTING

Our management is responsible for esthinlg and maintaining adequate internal controt éimancial reporting, as such term is defined
in Exchange Act Rule 13a-15(f). Under the supeovisind with the participation of our managemerdiuding our principal executive officer
and principal accounting and financial officer, e@nducted an assessment of the effectiveness dafiteunal control over financial reporting
based on the framework internal Control — Integrated Framewoitsued by the Committee of Sponsoring Organizatidrike Treadway
Commission. Based on our assessment under theviraaén Internal Control — Integrated FramewofiCOSO), our management concluded
that our internal control over financial reportiwgs effective as of December 31, 2007.

/sl H. Chris Killingstac

H. Chris Killingstad
President and Chief Executive Offic

/sl Thomas Paulsc

Thomas Paulso
Chief Financial Officer (Principe
Financial and Accounting Office
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R EPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The Board of Directors and Shareholders

Tennant Company:

We have audited the accompanying conatd@itibalance sheets of Tennant Company and sutissdées of December 31, 2007 and 2(
and the related consolidated statements of earniags flows, and shareholders’ equity and compraikie income for each of the years in the
three-year period ended December 31, 2007. We also halited Tennant Compa’s internal control over financial reporting as ddembel



31, 2007, based on criteria established in Inte@uailtrol—Integrated Framework issued by the Conawritif Sponsoring Organizations of the
Treadway Commission (COSO). Tennant Company’s nemagt is responsible for these consolidated firstatements, for maintaining
effective internal control over financial reportjrand for its assessment of the effectivenesstefrial control over financial reporting, included
in the accompanying Management'’s Report on Inte@waitrol over Financial Reporting. Our responsipils to express an opinion on these
consolidated financial statements and an opiniotherCompany'’s internal control over financial repg based on our audits.

We conducted our audits in accordanch thi¢ standards of the Public Company Accountingr€ight Board (United States). Those
standards require that we plan and perform thetsitmobtain reasonable assurance about whetheptisolidated financial statements are free
of material misstatement and whether effectiverirdecontrol over financial reporting was maintalne all material respects. Our audits of the
consolidated financial statements included exarginim a test basis, evidence supporting the amaumutslisclosures in the consolidated
financial statements, assessing the accountingipl&s used and significant estimates made by neameagt, and evaluating the overall
financial statement presentation. Our audit ofrima&control over financial reporting included dbtag an understanding of internal control
over financial reporting, assessing the risk thatzderial weakness exists, and testing and evay#te design and operating effectiveness of
internal control based on the assessed risk. Qlitsaalso included performing such other procedasewe considered necessary in the
circumstances. We believe that our audits provideagonable basis for our opinions.

A company'’s internal control over finaalaieporting is a process designed to provide regtse assurance regarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegenerally accepted accounting princip
A company’s internal control over financial repogiincludes those policies and procedures thgté€ftain to the maintenance of records that,
in reasonable detail, accurately and fairly reftbettransactions and dispositions of the assdtseofompany; (2) provide reasonable assurance
that transactions are recorded as necessary tatgeaparation of financial statements in accor@awith generally accepted accounting
principles, and that receipts and expendituree®tbmpany are being made only in accordance witioaizations of management and
directors of the company; and (3) provide reasanabburance regarding prevention or timely deteafainauthorized acquisition, use, or
disposition of the company’s assets that could lrareterial effect on the financial statements.

Because of its inherent limitations, intd control over financial reporting may not prater detect misstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdénaate because of changes in condition
that the degree of compliance with the policiepraicedures may deteriorate.

In our opinion, the consolidated finahsiatements referred to above present fairlyJlimaterial respects, the financial position of
Tennant Company and subsidiaries as of Decemb&0BT, and 2006, and the results of their operatmstheir cash flows for each of the
years in the thre-year period ended December 31, 2007, in conformitly accounting principles generally acceptedhim nited States of
America. Also in our opinion, Tennant Company maiméd, in all material respects, effective interaitrol over financial reporting as of
December 31, 2007, based on criteria establish&dénnal Control—Integrated Framework issued iy @ommittee of Sponsoring
Organizations of the Treadway Commission (COSO).

As discussed in Note 1 to the consolidéitgancial statements, the Company adopted theigioms of Statement of Financial Account
Standards No. 123FShare-Based Paymenas of January 1, 2006, Statement of FinanciabArting Standards No. 15Bmployers’
Accounting for Defined Benefit Pension and OthestRairement Plan, as of December 31, 2006, and FASB Interpretdtion48,Accounting
for Uncertainty in Income Tax¢, as of January 1, 2007.

/s KPMG LLP
Minneapolis, MN
February 29, 200
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Consolidated Statements of Earnings
TENNANT COMPANY AND SUBSIDIARIES
(In thousands, except shares and per share data)
Years ended December 3 2007 2006 2005
Net sales $ 664,21 $ 59898 $ 552,90¢
Cost of sale: 385,23: 347,40: 318,04
Gross profil 278,98« 251,57¢ 234,86«

Operating expens:
Research and development exper 23,86¢ 21,93¢ 19,35



Selling and administrative expens 206,24 189,67¢ 180,67¢
Gain on sale of facilit (5,972) — —
Total operating expens: 224,13¢ 211,61! 200,02°
Profit from operation: 54,84¢ 39,96¢ 34,83:
Other income (expense
Interest incom 1,85¢ 2,69¢ 1,691
Interest expens (89¢) (737) (564)
Net foreign currency transaction ga 39 51€ 8
ESOP incom 2,56¢ 1,20t 387
Other income (expense), r (69€) (349 (1,36%)
Total other incomi 2,867 3,33¢ 157
Profit before income taxe 57,71: 43,30: 34,99/
Income tax expens 17,84¢ 13,49 12,05¢
Net earning: $ 39,867 $ 29,80¢ $ 22,93¢
Earnings per shar
Basic $ 214  $ 161 $ 1.27
Diluted $ 208 $ 157 % 1.2¢
Weighted average shares outstand
Basic 18,641,00 18,561,00 18,024,00
Diluted 19,146,00 18,989,00 18,210,00
See accompanying Notes to Consolidated Financié®ents.
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Consolidated Balance Sheets
TENNANT COMPANY AND SUBSIDIARIES
(In thousands, except shares and per share data)
December 31 2007 2006
Assets
CURRENT ASSETS
Cash and cash equivalel $ 33,09 $ 31,02
Shor-term investment — 14,25(
Receivables
Trade, less allowances for doubtful accounts ahdme ($3,264 in 2007 and $3,347 in 20 126,52( 115,14¢
Other, ne 971 1,18(
Net receivable 127,49: 116,32t
Inventories 64,021 60,97¢
Prepaid expenst 7,54¢ 4,531
Deferred income taxes, current port 8,07¢ 8,29¢
Other current asse 48¢ —
Total current asse 240,72 235,40«
Property, plant and equipme 263,64: 244,28
Accumulated depreciatic (167,09:) (161,449
Property, plant and equipment, | 96,55 82,83t



Deferred income taxes, lo-term portion 2,67( 1,57¢
Goodwill 29,05 26,29¢
Intangible assets, n 5,50( 4,581
Other asset 7,57 3,55¢
Total asset $ 382,07C $ 354,25(
Liabilities and Shareholders’ Equity
CURRENT LIABILITIES
Current deb $ 2127 $ 1,817
Accounts payabl 31,14¢ 31,32¢
Employee compensation and bene 29,69¢ 32,37
Income taxes payab 2,391 71C
Other current liabilitie: 31,31( 28,58.
Total current liabilities 96,67 94,80
LONG-TERM LIABILITIES
Long-term debi 2,47( 1,907
Employesrelated benefit 23,61¢ 27,08:
Deferred income taxes, lo-term portion 752 794
Other liabilities 6,12¢ —
Total lon¢-term liabilities 32,96¢ 29,78:
Total liabilities 129,63¢ 124,58t
COMMITMENTS AND CONTINGENCIES (Note 12)
SHAREHOLDERS'’ EQUITY
Preferred stock of $0.02 par value per share, aatteh1,000,000; none issu — —
Common stock of $0.375 par value per share, authd$0,000,000; issued a
outstanding 18,499,458 shares in 2007 and 18,783,62006 6,937 7,04%
Additional paic-in capital 8,26t 14,22
Retained earning 233,52 210,45
Accumulated other comprehensive inco 5,507 647
Receivable from ESO (2,805 (2,709
Total shareholde’ equity 252,43: 229,66
Total liabilities and sharehold¢ equity $ 382,07C $ 354,25
See accompanying Notes to Consolidated Financié®ients.
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C onsolidated Statements of Cash Flows
TENNANT COMPANY AND SUBSIDIARIES
(In thousands)
Years ended December 3 2007 2006 2005
CASH FLOWS RELATED TO OPERATING ACTIVITIES
Net earning: 39,867 $ 29,80¢ $ 22,93¢
Adjustments to net earnings to arrive at operatagh flow:
Depreciatior 16,901 13,71: 12,95(
Amortization 1,15:¢ 61C 89
Deferred tax (benefit) expen (1,510 (70) (465)
Stoclk-based compensation expel 2,88¢ 3,521 2,01t
ESOP expens (659) 11z 58C
Tax benefit on ESOP and stock pl: 46 58 1,49t
Provision for bad debts and retu 1,69( 532 1,021

Gain on sale of facilit

(5,977) —



Changes in operating assets and liabilities exolythie impact of acquisition

Accounts receivabl (11,259 (9,790 (8,620)
Inventories (82 (3,109 (59
Accounts payabl (2,337%) 3,30¢ 3,391
Employee compensation and benefits and other ad@xgense (4,069 2,69 8,501
Income taxes payable/prep: 2,05¢ (2,60¢) 221
Other current/noncurrent assets and liabili (2,137 (1,197%) (1,887)
Other, ne 3,05¢ 2,73( 2,05:
Net cash flows related to operating activit 39,64( 40,31¢ 44,231
CASH FLOWS RELATED TO INVESTING ACTIVITIES
Acquisition of property, plant and equipme (28,720 (23,879) (20,880
Proceeds from disposals of property, plant andpegent 7,254 632 3,04¢
Acquisition of businesses, net of cash acquired,iatangible asse (3,147 (8,469 —
Purchases of shi-term investment (7,925 (24,250) —
Sales of sho-term investment 22,17¢ — 6,05(
Net cash flows related to investing activit (10,359 (45,959 (11,78))
CASH FLOWS RELATED TO FINANCING ACTIVITIES
Payments on capital leas (2,505 (2,257%) (88E)
Payment of lon-term debt — — (5,000
Proceeds from issuance of sl-term debt 20t — —
Proceeds from issuance of common si 8,73¢ 8,471 7,87¢
Tax benefit on stock plar 3,25¢ 1,33¢ —
Purchase of common sto (28,95) (5,27%) (3,477
Dividends paic (8,979 (8,579 (7,919
Principal payment from ESC 1,562 1,41¢ 1,29(
Net cash flows related to financing activit (26,679 (4,876 (8,117
Effect of exchange rate changes on cash and casaénts (533 25C 10t
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT S 2,071 (20,26¢) 24,45(
Cash and cash equivalents at beginning of 31,021 41,287 16,831
CASH AND CASH EQUIVALENTS AT END OF YEAR 33,09: 31,02: 41,28
SUPPLEMENTAL CASH FLOW INFORMATION
Cash paid during the year fc
Income taxe: 14,54 $ 15207 $ 9,07¢
Interest 47¢  $ 32z $ 63¢
Supplemental nc-cash investing and financing activiti
Capital expenditures funded through capital le: 2,441 % 287: $ 2,65¢
Collateralized borrowings incurred for operatingde equipmer 69 % 427 % 17¢
See accompanying Notes to Consolidated Financiaé®ients.
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C onsolidated Statements of Shareholders’ Equity@omprehensive Income
TENNANT COMPANY AND SUBSIDIARIES
(In thousands, except shares and per share data)
Years ended December 31 2007
Shares Amount Amount Shares Amount
COMMON STOCK
Beginning balanc 18,753,64 $ 7,04% 3,45¢ 9,003,20! 3,38¢
Stock split — — 3,49( — —
Issue stock for directors, employee benefit andkspdans 481,71( 16€ 154 280,18! 10t
Purchase of common sto (735,900 (276) GO (92,189 34




Ending balanc 18,499,45 $ 6,931 18,753,64 $ 7,04¢ 9,191,20' $ 3,45¢
ADDITIONAL PAID -IN CAPITAL
Beginning balanc $ 14,22: $ 6,96° $ 162
Stock split — (3,490 —
Issue stock for directors, employee benefit plans

and stock plan 8,661 9,93¢ 6,637
Shar-based compensatic 2,752 4,69¢ —
Tax benefit on stock plar 3,25¢ 1,33¢ 1,422
Purchase of common sto (28,675 (5,217 @ (1,256
Reclassification to Retained Earnir 8,04¢ — —
Ending balanc $ 8,26¢ $ 14,22 $ 6,96
RETAINED EARNINGS
Beginning balanc $ 210,45 $ 189,22: $ 174,13:
Net earning: 39,867 29,80¢ 22,93¢
Dividends paid, $0.48, $0.46 and $0.44,

respectively, per common shs (8,979 (8,574 (7,919
Issue stock for employee benefit plans and dirss — — 2,181
Purchase of common sto — — (2,18))
Tax benefit on ESO 46 58 72
Adjustment related to SFAS No. 158 adop! — (57) —
Adjustment related to FIN No. 48 adopti 184 — —
Reclassification from Additional Pe-in Capital (8,04¢) — —
Ending balanc $ 233,52 $ 210,45 $  189,22:
ACCUMULATED OTHER

COMPREHENSIVE INCOME (LOSS) @
Beginning balanc $ 647 $ (2,93)) $ 864
Foreign currency translation adjustme 2,63( 2,76: (2,819
Prior service cost (13) — —
Transition (asset) obligatic (24) — —
Net actuarial (gain) los 2,251 81t —
Minimum pension liability — — (982)
Ending balanc $ 5,507 $ 647 $ (2,93))
RECEIVABLE FROM ESOP
Beginning balanc $ (2,70%) $ (3,610 $ (4,519
Principal payment 1,56: 1,41¢ 1,29(
Shares allocate (659) (517) (387)
Ending balanc $ (1,805) $ (2,70¢) $ (3,610
Total shareholde’ equity $ 252,43: $ 229,66: $ 193,10:
@ Reconciliations of net earnings

to comprehensive income are as follows:
Net earnings $ 39,867 $ 29,80¢ $ 22,93¢
Foreign currency translation adjustme 2,63( 2,76: (2,813
Defined benefit pension plans, net of t

Prior service cost (13) 274 —

Transition (asset) obligatic (14) 4C —

Net actuarial (gain) los 2,251 501 —

Minimum pension liability — — (982)
Comprehensive incomr $ 44,72° $ 33,38 $ 19,14

The company had 60,000,000 authorized shares offroonstock as of December 31, 2007 and 2006.

The company had 30,000,000 authorized shares ofnconstock as of December 31, 2005.

(@ Adjusted for the two-for-one stock split effectidely 26, 2006.

See accompanying Notes to Consolidated Financié®ents.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS



(In thousands, except shares and per share data)
1. Summary of Significant Accounting Policies and OtheRelated Data

NATURE OF OPERATIONS — Our primary business is the design, manufacturesafelof products used primarily in the maintene
of nonresidential surfaces. We provide equipmeatispand consumables and specialty surface coatirgmtract cleaners, corporations,
healthcare facilities, schools and local, statefaddral governments. We sell our products thraugihdirect sales and service organization and
a network of authorized distributors worldwide. Quoducts are sold in North America, Europe ande®thternational markets including the
Middle East, Latin America and Asia Pacific.

CONSOLIDATION — The Consolidated Financial Statements includetiveunts of Tennant Company and its subsidiafies.
material intercompany transactions and balances baen eliminated. In these Notes to the Conselilinancial Statements, Tennant
Company is referred to as “Tennant,” “we,” “us,”our.”

TRANSLATION OF NON-U.S. CURRENCY - Foreign currency-denominated assets and liaslhiave been translated to U.S.
dollars at year-end exchange rates, while incondesapense items are translated at exchange ratesilgng during the year. Gains or losses
resulting from translation are included as a séparamponent of shareholdeegjuity. Foreign currency transaction gains or lssge include
in other income (expense).

USE OF ESTIMATES - The preparation of Consolidated Financial Statesig conformity with accounting principles geribra
accepted in the United States of America requirasagement to make estimates and assumptions teet e amounts reported in the
Consolidated Financial Statements and accompamgtes. Actual results could differ from those esti@s.

CASH AND CASH EQUIVALENTS — We consider all highly liquid investments withtondties of three months or less from the date
of purchase to be cash equivalents.

SHORT-TERM INVESTMENTS - Short-term investments with maturities of lesantlbne year are classified and accounted for as
available-for-sale and carried at fair value. Clesnin fair value are reported as accumulated athwprehensive income (loss). There were no
short term investments at December 31, 2007 andhremnlized gains or losses during the year endegmbber 31, 2007. At December 31,
2006, the estimated fair value of these securimmoximated their cost due to their short maesiti

RECEIVABLES — Credit is granted to our customers in the noroalse of business. Receivables are recordedgahalicarrying
value less reserves for estimated uncollectibleatts and sales returns. Management performs oggoédit evaluations of customers and
maintains allowances for potential credit lossas roduct returns based on historical write-offénignce, evaluation of specific customer
accounts and anticipated sales returns. Past-daedes are reviewed for collectibility based oneaggl-upon contractual terms. Uncollectible
accounts are written-off against the allowance wihendeemed that a customer account is uncotikcti

INVENTORIES — Inventories are valued at the lower of cost orkmta For inventories in Europe and China, costeiermined on a
first-in, first-out basis. Cost is determined olast-in, first-out basis for substantially all othecations.

PROPERTY, PLANT AND EQUIPMENT - Property, plant and equipment is carried at dadddlitions and improvements that extend
the lives of the assets are capitalized while edjeres for repairs and maintenance are expensedt@sed. We generally depreciate buildi
and improvements by the straight-line method ov@d-gear life. Other property, plant and equipmisrgenerally depreciated using the
straight-line method based on lives of three tydars.

GOODWILL — Goodwill represents the excess of cost overairevllue of net assets of businesses acquireddy@tdas reviewed
annually or at the time of a triggering event fopairment. In assessing the recoverability of gabdwe compare the reporting urstcarrying
value of goodwill to its fair value. During the fal quarter of 2007, we completed our annual impairt test and concluded that goodwill is
not impaired.

INTANGIBLE ASSETS — Intangible assets consist of definite lived costolists, an acquired trade name, technology anur@er
book. Intangible assets with a definite life areoati@ed on a straight-line basis, with estimateefulslives ranging from two to 22 years.

IMPAIRMENT OF LONG-LIVED ASSETS - We periodically review our intangible and longeld assets for impairment and assess
whether events or circumstances indicate thatdhgying amount of the assets may not be recoversidegenerally deem an asset group to be
impaired if an estimate of undiscounted future apirg cash flows is less than its carrying amolifimpaired, an impairment loss is
recognized based on the excess of the carrying minoduhe asset group over its fair value.

WARRANTY —We record a liability for estimated warranty claiatghe time of sale. The amount of the liabilgyased on the trend
the historical ratio of claims to sales, the higtrlength of time between the sale and resultwagranty claim, new product introductions and
other factors. In the event we determine that ourent or future product repair and replacementscesceed our estimates, an adjustment to
these reserves would be charged to earnings ipethed such determination is made. Warranty termmachines range from one to four ye

PENSION AND PROFIT SHARING PLANS- We have pension and/or profit sharing plans cogesinbstantially all of ou



employees. Pension plan costs are accrued bassttuarial estimates with the pension cost fundeuaialty.
POSTRETIREMENT BENEFITS — We recognize the cost of retiree health benefies the employees’ period of service.

DERIVATIVE FINANCIAL INSTRUMENTS - We use derivative instruments to manage exposareseign currency only in an
attempt to limit underlying exposures from currefiagtuations and not for trading purposes. Wegudally enter into various contracts,
principally forward exchange contracts, to protaetvalue of certain of our foreign currency-denoaméd assets and liabilities (principally the
Euro, Australian and Canadian dollars, British phulapanese yen and Chinese yuan). We have eleattéal apply hedge accounting treatn
to these contracts as our contracts are for a dnoation. These contracts are marked-to-markét thig related asset or liability recorded in
other current assets or other current liabiliteessapplicable. The gains and losses on these ctganerally approximate changes in the value
of the related assets and liabilities. Gains asdgon forward foreign exchange contracts to h&tg@gn currency-denominated net assets and
liabilities are recognized in other income underfoeesign currency transaction gains (losses) withie Consolidated Statements of Earning
a current basis over the term of the contracts.

REVENUE RECOGNITION — We recognize revenue when persuasive evidenae afrangement exists, title and risk of ownership
have passed, the sales price is fixed or deterr@raaidl collectibility is probable. Generally, thesieria are met at the time the product is
shipped. Provisions for estimated returns, rebatelsdiscounts are provided for at the time theedlaevenue is recognized. Freight revenue
billed to customers is included in net sales amdréihated shipping expense is included in cosaless Service revenue is recognized in the
period the service is performed, or ratably overgeriod of the related service contract.
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(In thousands, except shares and per share data)

Customers may obtain financing througtdtparty leasing companies to assist in their &itjon of our equipment products. Certain
lease transactions classified as operating leas#aio retained ownership provisions or guarantegh results in recognition of revenue o
the lease term. As a result, we defer the salbase transactions and record the sales proceeddiateralized borrowings or deferred revenue.
The underlying equipment relating to operating ésas depreciated on a straight-line basis, nekteed the equipment’s estimated useful life.

We apply the provisions of Emerging Issliask Force Issue No. 00-21 (“EITF 00-21"), “Rewem\rrangements with Multiple
Deliverables” to arrangements with multiple deladgles. EITF 00-21 addresses certain aspects ofiating by a vendor for arrangements
under which multiple revenue-generating activiaes performed as well as how to determine whethergngement involving multiple
deliverables contains more than one unit of acingntnder EITF 00-21, revenues from contracts withitiple element arrangements are
recognized as each element is earned. We offeiceecontracts in conjunction with equipment sateaddition to selling equipment and
service contracts separately. When equipment awitsecontracts are sold at the same time, wedijpsly FASB Technical Bulletin 90-1,
“Accounting for Separately Priced Extended Warrartg Product Maintenance Contracts” and deduct ftasales proceeds the separately
priced service contract. The balance of the conatam is allocated to the equipment and recognizieen the equipment is shipped. Sales
proceeds allocated to service contracts are defféfrthe proceeds are received in advance of thécgeand recognized ratably over the con
period.

STOCK-BASED COMPENSATION - We account for employee stoblased compensation in accordance with SFAS NoR)2a&ing
the fair value based method. Our stock-based cosapien plans are more fully described in Note 14.

Prior to the adoption of SFAS No. 123¢R)January 1, 2006, we accounted for stock-baseghensation using the intrinsic value
method prescribed in Accounting Principles Boa®iRB") Opinion No. 25, “Accounting for Stock IssuémlEmployees.’As we adopted SFA
No. 123(R) using the modified prospective approacior period net earnings and basic and dilutediegs per share have not been reste

The pro forma effects of recognizing thestimated fair value of stock-based compensation aseviously calculated under SFAS
No. 123 for the year ended December 31, 2005 is smarized below:

2005

Net earning— as reporte( $ 22,93¢
Add:

Shar-based compensation expense determined t

intrinsic value method included in net earningd,afe

related tax effect 91z
Deduct:



Shar-based employee compensation expe
determined under fair val-based method, net of relat

tax effects (2,130
Pro forma net earning $ 21,71¢
Basic earnings per shal

As reportec $ 1.27

Pro forma $ 1.21
Diluted earnings per shat

As reportec $ 1.2¢

Pro forma $ 1.1¢

RESEARCH AND DEVELOPMENT — Research and development costs are expensecuaseth

INCOME TAXES - Deferred tax assets and liabilities are recoghfaethe expected future tax consequences of teanpdifferences
between the book and tax bases of existing assdtkabilities. A valuation allowance is providedh@an, in management’s judgment, it is more
likely than not that some portion or all of the @leéd tax asset will not be realized. We have éistaddl contingent tax liabilities using
management’s best judgment. We adjust these liakilas facts and circumstances change. Interpeneg is recognized in the first period the
interest would begin accruing. Penalties are reieeghin the period we claim or expect to claim plesition in our tax return. Interest and
penalties expenses are classified as an incomextsense.

EARNINGS PER SHARE- Basic earnings per share is computed by dividigtgearnings by the weighted average number of comm
shares outstanding during the period. Diluted egsper share assumes conversion of potentiallyivil stock options and restricted share
awards. Performance-based shares are included ratbulation of diluted earnings per share ingharter in which the performance targets
have been achieved.

STOCK SPLIT- On April 26, 2006, the Board of Directors dectheetwo-for-one common stock split effective Jugy 2006. As a
result of the stock split, shareholders of recemkived one additional common share for every shelceat the close of business on July 12,
2006. All share and per share data has been rétrelgcadjusted to reflect the stock split, exciptthe Consolidated Statements of
Shareholders’ Equity and Comprehensive Income.

NEWLY ADOPTED ACCOUNTING PRONOUNCEMENTS —

In March 2006, the Financial Accountingr®&lards Board (“FASB”) released EITF Issue No30@&-ow Sales Taxes Collected from
Customers and Remitted to Governmental Authoriiesuld Be Presented in the Income Statement” (“H§BHe No. 06-3"). EITF Issue No.
06-3 concluded that the presentation of sales,wadeeadded and certain excise taxes on either a gnodsidied in revenues and costs) or a
(excluded from revenues) basis is an accountinigydkcision that should be disclosed in the Cddatdd Financial Statements. In addition,
for any such taxes that are reported on a gross, lzasompany should disclose the amounts of thteoges in interim and annual Consolidated
Financial Statements for each period for whichremoime statement is presented if those amountsgaiéicant. We adopted EITF Issue No.
06-3 as of January 1, 2007. Our accounting poBdp ipresent these taxes on a net basis.

In June 2006, the FASB issued Interpi@tatlo. 48, “Accounting for Uncertainty in Incomexes” (“FIN No. 48”). FIN No. 48 clarifies
the accounting for income taxes by prescribingnimum recognition threshold a tax position isuieed to meet before being recognized in
the Consolidated Financial Statements. FIN 48 piswides guidance on derecognition, measuremeaadsification, interest and penalties,
accounting in interim periods, disclosure and titéots We adopted FIN No. 48 as of January 1, 2@37Aurther discussed in Note 13.
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(In thousands, except shares and per share data)

2. Management Actions

2007 ACTIONS- During the third quarter of 2007, management @ygul a restructuring action in an effort to bettetch skill sets and
talent in evolving functional areas that are caitito successful execution of our strategic prigsit These actions impacted approximately 60
positions within a workforce of 2,700, or about tpercent of the employee base.

The restructuring action resulted in heognition of pretax charges of $2,194 during 2@&7well as other associated costs of $31:



the $2,194, $1,647 was recognized in the thirdtguand the remaining $547 was recognized in theliocquarter. These charges consist
primarily of severance and outplacement benefitsaae included within selling and administrativgpemnses in the Consolidated Statements of
Earnings.

The components of the 2007 restructuring action weras follows:

Severance, Early
Retirement and
Related Costs

2007 restructuring actic $ 2,19¢
Cash payment (83€)
Foreign currency adjustmer 31
December 31, 2007 balan $ 1,38¢
3. Acquisition of Businesse!

In February 2007, we acquired Floorepitéch (“Floorep”), a distributor of cleaning equipnidased in Scotland, for a purchase price of
$3,565 in cash, subject to certain post-closingstdjents. The results of Floorep’s operations heen included in the Consolidated Financial
Statements since February 2, 2007, the date ofsitiqn. The components of the purchase price vadloeated primarily to goodwill and
identified intangible assets.

4, Inventories

The composition of inventories at December 31, wess follows:

2007 2006
Inventories carried at LIFC
Finished good $ 41,92 % 36,51
Raw materials, production parts and w-in-process 18,04t 20,11(
LIFO reserve (27,85%) (25,73)
Total LIFO inventories 32,10¢ 30,89:
Inventories carried at FIF(
Finished good 22,36¢ 21,381
Raw materials, production parts and w-in-process 9,55( 8,69¢
Total FIFO inventorie: 31,91¢ 30,08¢
Total inventories $ 64,027 $ 60,97¢

The LIFO reserve approximates the difference bet8EO carrying cost and replacement cost.
5. Property, Plant and Equipment

Property, plant and equipment and related accumulagéd depreciation, including equipment under capitaleases, at December 31,
consisted of the following:

2007 2006
Land $ 443; % 3,171
Buildings and improvemen 43,14: 36,60(
Machinery and equipme! 206,86 188,10:
Work in progres: 9,201 16,40:
Total property, plant and equipme 263,64: 244,28:
Less accumulated depreciati (167,09) (161,449

Net property, plant and equipme 96,55: 82,83t




In December 2007, we sold our Maple Grbaeility for a gain of approximately $6,000.
6. Goodwill and Intangible Assets

The changes in the carrying amount of gdwill as of December 31, are as follows:

2007 2006
Beginning balanc $ 26,29¢ % 22,25
Additions 1,721 2,78
Foreign currency fluctuatior 1,03¢ 1,25¢
Ending balanci $ 29050 $ 26,29¢
The balances of acquired intangible assetexcluding goodwill, as of December 31, are adléws:
Customer
List and Trade
Order Book Name Technology Total
Balance as c
December 31, 200
Original cost $ 3,147 % 29t % 1900 $ 5,34:
Accumulatec
amortization (60€) (239) (1479) (98¢)
Foreign currenc
fluctuations 23t (15) 7 227
Carrying value $ 277t $ 47 % 1,76C $ 4,581
Weightec-average
original life (in years 14 4 1C
Balance as c
December 31, 200
Original cosl $ 3,961 % 29t % 1900 $ 6,15¢€
Accumulatec
amortization (599 (295) (452) $ (2,340
Foreign currenc
fluctuations 51C — 174 $ 684
Carrying value $ 387¢ % — % 162 $ 5,50(
Weightec-average
original life (in years 14 4 1C

Amortization expense on intangible assets $821, $675 and $165 for the years ended DexreBih 2007, 2006, and 2005, respecti
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The additions to goodwill and intangibkesets during 2007 were based on the purchasegtincation of the Floorep acquisition in
February 2007, as described in Note 3, plus anysadents to goodwill related to the Hofmans Macfahgek acquisition in July 2006. The
Floorep intangible asset consisted of a custoraeatid is amortized over a useful life of 12 yeAdditions to intangible assets during 2007

also included an acquired customer list, whichni®#ized over a useful life of seven yes



The additions to goodwill and intangibkesets during 2006 consisted of goodwill from thecpase price of Hofmans acquisition and
intangible assets consisting of technology, a eustdist and an order book and are amortized osefull lives of two to 22 years, 15 years and
eight months, respectively.

Estimated aggregate amortization expense based dmetcurrent carrying value of amortizable intangibleassets for each of the fi
succeeding years is as follows:

2008 $ 617
2009 552
2010 55C
2011 54¢
2012 524
Thereaftel 2,70¢
Total $ 5,50(

7. Short- and Long-Term Debt

The components of our outstanding debt as December 31, consisted of the following:

Outstanding

Maturity Interest Rates Balance
Dates 2007 2006 2007 2006
Short term dek 200¢ 6.21% — $ 206 $ —
Collateralized borrowing 2008- 2011 2.94% 2.94- 4.50% 69¢€ 371
Capital lease obligatior 2008- 2011 4.50- 7.00% 4.50- 7.00% 3,69¢ 3,34¢
Total outstanding del 4,597 3,71¢
Less: current portio 2,12 1,812
Long-term portion $ 247C $ 1,907

The aggregate maturities of our outstandg debt including capital lease obligations as of &ember 31, 2007, are as follows:

2008 $ 2,127
2009 1,74
2010 70¢
2011 15
2012 —
Thereaftel —
Total $ 4,597

Collateralized borrowings represent deféisales proceeds on certain leasing transaatithghird-party leasing companies. These
transactions are accounted for as borrowings inrdemce with SFAS No. 13, with the related assapétalized as property, plant and
equipment and depreciated straight-line over theddgerm.

Capital lease obligations outstandingpiarily related to sale-leaseback transactioitls third-party leasing companies whereby we
sell our manufactured equipment to the leasing @mp@nd lease it back. The equipment covered tpetteases is rented to our customers
over the lease term.

As of December 31, 2007, we had an abiElaommitted line of credit totaling approximat&l¥25,000. We also have stand alone letters
of credit of approximately $3,000 outstanding a®etember 31, 2007. There were no outstanding Wimgs under these facilities as of
December 31, 2007.

On June 19, 2007, we entered into a teggeement (the “Credit Agreement”) with JPMor@drase Bank, National Association, as
administrative agent, Bank of America, N.A., asdigation agent, BMO Capital Markets Financing, lard U.S. Bank National Association,
as Co-Documentation Agents and the Lenders frora tortime party thereto. The Credit Agreement piesius and certain of our foreign
subsidiaries access to a $125,000 senior unsegewebving credit facility until June 19, 2012. Bowings may be denominated in U.S. Dollars
or certain other currencies. The Credit Agreementained a $75,000 sublimit on foreign currencyrtmaings and a $50,000 sublimit on
borrowings by the foreign subsidiaries. The agregraso contains an option that allows us to ineeghe commitment, in increments



$20,000, to a total of $225,000. Approval from Bward of Directors is required if the aggregate ant@f the commitment exceeds $150,000.
The facility is available for general corporate pases, working capital needs, share repurchaseacajisitions.

The fee for committed funds under thed@r&greement ranges from an annual rate of 0.08%.225%, depending on our leverage r:
Borrowings under the Credit Agreement generallyr liet@rest at an annual rate of, at our optiomegi(i) between LIBOR plus 0.32% to
LIBOR plus 1.025%, depending on our leverage ratidji) the higher of (A) the prime rate or (B)tlfederal funds rate plus 0.50%.

The Credit Agreement contains customapyasentations, warranties and covenants, inclualibgot limited to covenants restricting «
ability to incur indebtedness and liens and to reengconsolidate with another entity. Further, @edit Agreement contains a covenant
requiring us to maintain an indebtedness to EBITitho as of the end of each quarter of not grethgem 3.5 to 1, and to maintain an EBITDA
to interest expense ratio of no less than 3.5 fith&. Credit Agreement also restricts us from payiividends or repurchasing stock in an
amount that exceeds $50,000 during any fiscal jeafter giving effect to such payments, our leage ratio would exceed 2.5 to 1. We wer
compliance with all such covenants at DecembeRGQy.

On February 21, 2008, we amended theiCAgheement to increase the sublimit on foreigmrency borrowings from $75,000 to the
aggregate amount of the commitment and to incréssublimit on borrowings by the foreign subsiiarfrom $50,000 to $100,000.

On August 23, 2007, we entered into aseaared revolving credit facility (the “Credit FEigi") with Bank of America, National
Association which expires in August 2008. This Grr€acility is denominated in Renminbi (“RMB”) itné amount of 14,600 RMB, or
approximately $1,900 U.S. Dollars, and is availdblegeneral corporate purposes, including worldapital needs of our China location. The
interest rate on borrowed funds is equal to thepfépBank of China’s base rate. This facility atdlows for the issuance of standby letters of
credit, performance bonds and other similar insants over the term of the facility for a fee of ®® of the amount issued. The balance
outstanding on this facility was $205 U.S. Dollatecember 31, 2007 at a rate of 6.21%.
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8. Other Current Liabilities

Other current liabilities at December 31, consisteaf the following:

2007 2006
Taxes, other than income tay $ 339 $ 3,224
Warranty 6,95( 6,86¢
Deferred revenu 2,56( 2,66¢
Rebate: 5,17: 4,681
Other 13,23 11,14¢
Total $ 31,31C $ 28,58

The changes in warranty reserves for thitree years ended December 31 were as follows:
2007 2006 2005

Beginning balanc $ 686¢ $ 6,146 $ 6,18(

Additions charged to expen 7,74( 8,25¢ 7,66¢
Changes in estimati (45) 152 (399)

Acquired reserve — 89 —
Foreign currenc 19¢ 13t (122)

Claims paic (7,80¢) (7,919 (7,182)
Ending balanci $ 6,95( $ 6,86¢ $ 6,14¢

9. Fair Value of Financial Instruments



Our short-term financial instruments irdihg cash equivalents and short-term investmertsaued at their carrying amounts in the
Consolidated Balance Sheets, which are reasonstifeates of their fair value due to their short mngies. Our foreign currency forward
exchange contracts are valued at fair market valhe&h is the amount we would receive or pay tonfeate the contracts at the reporting date.
The fair market value of our long-term debt appmeaies cost, based on the borrowing rates curramtlifable to us for bank loans with similar
terms and remaining maturities.

We use derivative instruments to managmsures to foreign currency only in an attemginit underlying exposures from currency
fluctuations and not for trading purposes. As ot®uaber 31, 2007 and 2006, the fair value of sucltracts outstanding was a net gain of $
and a net loss of $117, respectively. At Decemlie2807 and 2006, the notional amounts of foreigmency forward exchange contracts
outstanding were $61,756 and $54,451, respectively.

10. Retirement Benefit Plans

Substantially all U.S. employees are cegidy various retirement benefit plans maintaibgd ennant. Retirement benefits for eligible
employees in foreign locations are funded prindypdrough defined benefit plans, annuity or govaeemt programs. The total cost of benefits
for our U.S. and foreign plans was $9,604, $10 488 $9,898 in 2007, 2006 and 2005, respectively.

We have a 401(k) plan that covers sulistinall U.S. employees. Under this plan, the &gpr contribution matches up to 3% of the
employees compensation in the form of Tennant stock. We alake a profit sharing contribution to the plandmployees with more than ¢
year of service in accordance with our Profit SigPlan. This contribution can be in the form ohfi@ant stock or cash and is based upor
financial performance. Matching contributions arerarily funded by our ESOP Plan, while profit sharcontributions are generally paid in
cash. Expenses under these plans were $6,184 433n84$7,129 during 2007, 2006 and 2005, respéygtive

We have a U.S. nonqualified supplemedmalefit plan (“the U.S. Nonqualified Plart) provide additional retirement benefits for cer
employees whose benefits under our 401(k) plan.8t Bension Plan are limited by either the Empldyetirement Income Security Act or the
Internal Revenue Code.

We have a U.S. postretirement medicaebeplan (“the U.S. Retiree Plan”) to provide @énthealthcare benefits for U.S. employees
hired before January 1, 1999. Eligibility for thdsenefits is based upon a combination of yearefice with Tennant and age upon
retirement.

We have a qualified, funded defined bimefirement plan (“the U.S. Pension Plan”) in thé&. covering certain current and retired
employees. Plan benefits are based on the yeaervite and compensation during the highest fiveseoutive years of service in the final ten
years of employment. No new participants have edtére plan since 2000. The plan has approxima@yparticipants includin
approximately 200 active employees as of Decembg?@07.

We also have defined pension benefitplarthe United Kingdom and Germany (“the U.K. Rendlan” and “the German Pension
Plan”). The U.K. Pension Plan and German pensian Bbth cover certain current and retired emplogeekneither plan is accepting new
participants.

We expect to contribute approximately %12 our U.S. Nonqualified Plan, approximately $8ad®ur U.S. Retiree Plan, approximately
$159 to our U.K. Pension Plan, and approximatel ttdour German Pension Plan in 2008. No contrimstito the U.S. Pension Plan are
expected to be required during 2008.

Weighted-average asset allocations by asset categaf the U.S. and U.K. Pension Plans as of Decemlit, are as follows:

2007 2006
Equity securitie: 57% 56%
Debt securitie: 39% 40%
Other 4% 4%
Total 100% 10(%

The primary objective of our U.S. and URénsion Plans is to meet retirement income comerits to plan participants at a reasonable
cost to Tennant and to maintain a sound actuaffiatiged status. This objective is accomplishedughogrowth of capital and safety of funds
invested. The pension plan assets are investezturities to achieve growth of capital over inflatithrough appreciation and accumulation
reinvestment of dividend and interest income. Ihwests are diversified to control risk. The overaturn objective is to achieve an annualized
return equal to or greater than the return expiectain the actuarial valuation. The target allarafor the U.S. Pension Plan is 60% equity
40% debt securities. Equity securities within th& UPension Plan do not include any investment&imant Company common stock. The
U.K. Pension Plan is invested in an insurance ashtwvith underlying investments primarily in equétgd fixed income securities. Our German
Pension Plan is unfunded, which is customary ih¢bantry.
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Weighted-average assumptions used to determine benefit obligations as of December 31 are as follows:

Pension Benefits

Postretirement
Medical Benefits

2007 2006 2007 2006
Discount rate 6.42% 5.77% 6.60% 6.00%
Rate of compensation incree 4.16% 4.11% — —

Weighted-average assumptions used to determine net periodic benefit costs for the years ended December 31 are asfollows:

Pension Benefits

Postretirement
Medical Benefits

2007 2006 2007 2006
Discount rate 5.77% 5.62% 6.00% 5.80%
Expected lon-term rate o
return on plan asse 8.19% 8.24% — —
Rate of compensation incree 4.11% 4.05% — —

The discount rate is used to discount future béobfigations back to today’s dollars. Our discorates were determined based on Hggiladity
fixed income investments. The resulting discoutégare consistent with the duration of plan lieies. The Citigroup Above Median Yield

Curve is used in determining the discount rateterU.S. Plans.

The accumulated benefit obligations as of Decemb@i., for all defined benefit plans are as follows:

2007 2006

U.S. defined benefit plar

$ 29,75¢ $ 28,53¢

U.K. Pension Plal 7,801 8,61¢
German Pension Pl 731 78€
Information for our plans with an accumulated beneft obligation in excess of plan assets is as follsw
2007 2006

Projected benefit obligatic
Accumulated benefit obligatic
Fair value of plan asse

10527 $ 11,47
10,02¢ 10,79¢
7,35¢€ 6,75¢

As of December 31, 2007 and 2006, the Nd¢hqualified, U.K. Pension and German Pension$kad an accumulated benefit

obligation in excess of plan assets.

Assumed healthcare cost trend rates at December 3007 and 2006 are as follows:

2007 2006
Healthcare cost trend rate assump
for the next yea 10.1% 9.C%
Rate to which the cost trend rate
assumed to decline (the ultimate trend r 5.1% 4.5%
Year that the rate reaches the ultirr
trend rate 202¢ 2027



Assumed healthcare cost trend rates have a signiéint effect on the amounts reported for healthcare lans. To illustrate, a on¢
percentage-point change in assumed healthcare castnds would have the following effects:

1-Percentag-

1-Percentag-

Point Point
Decrease Increase
Effect on total of servic
and interest cost componel (74 $ 86
Effect on postretiremet
benefit obligatior (1,039 % 1,20C
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Summaries related to changes in benefit obligatiorsnd plan assets and to the funded status of our fileed benefit and

postretirement medical benefit plans are as follows

Pension Benefits

Postretirement Medical Benefits

2007 2006 2007 2006
Changein benefit obligation:

Benefit obligation at beginning of ye $41,39. $ 40,62¢ 14,24  $ 15,027
Service cos 1,01 1,03¢ 142 152
Interest cos 2,371 2,31¢ 734 76€
Plan participan’ contributions 52 53 — —
Plan amendmen — — — (42€)
Actuarial (gain) los: (2,007%) (557) (1,800 (305)
Foreign exchang 22C 93¢ — —
Benefits paic (1,67%) (3,16%) (55%) (972)
Settlement los — 13¢€ — —
Benefit obligation at end of ye 41,37: $ 41,39 12,76: $ 14,24;
Changein fair value of plan assets and net accrued liabilities:

Fair value of plan assets at beginning of y $ 39,068 $ 35,73( — 3 —
Actual return on plan asse 2,54¢ 4,64( — —
Employer contribution: 373 1,17¢ 55k 972
Plan participan’ contributions 52 53 — —
Foreign exchang 96 631 — —
Benefits paic (1,67%) (3,169 (55%) (972)
Fair value of plan assets at end of y 40,45¢ 39,06¢ — —
Funded status at end of y $ (91¢) $ (2,32¢) (12,769 % (14,249
Amounts recognized in the consolidated balance sheets consisted of:

Noncurrent asse $ 2,258 $ 2,39/ — 3 —
Current liabilities (169 (157) (81€) (1,024
Noncurrent liabilities (3,0072) (4,569 (11,94 (13,219
Net accrued liability $ (9160 $ (2,32¢) (12,769 % (14,247
Amounts recognized in accumulated other comprehensive income consist of:

Prior service cos $ 258 $ 3,15C (3,009 $ (3,587%)
Transition asse (43 (65) — —
Net (gain) los¢ (4,114 (2,499 1,261 3,09t



Accumulated other comprehensive income (It $ (1,569 $ 58¢ $ (1,74) $ (492)
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Components of net periodic benefit cosoif the three years ended December 31, were as falls:

Pension Benefits Postretirement Medical Benefits
2007 2006 2005 2007 2006 2005

Service cos $ 1,012 $ 1,006 $ 122¢ $ 14z % 152 % 212
Interest cos 2,371 2,25: 2,11 734 76€ 83¢
Expected return on plan ass (3,025 (2,947 (2,927 — — —
Amortization actuarial (gain) los 88 71 (15& 34 75 16¢
Amortization of transition obligatio (22 (22 (22 — — —
Amortization of prior service co: 562 567 57C (580) (520 (520
Settlement los — 17¢ — — — —
Foreign currenc 76 98 (95) — — —
Net periodic cos $ 1,07C¢ $ 1,21C  $ 61¢ % 33C % 47 $ 701
Changes in accumulated other comprehensi\

income:
Incremental effect of adopting SFAS No. 1 NA  $ (1,059 N/A NA & (492 N/A
Net (gain) los: (1,527) 197 N/A (1,800 — N/A
Amortization of unrecognized prior service ¢ (562) N/A N/A 58C N/A N/A
Amortization of unrecognized prior transition

(asset) obligatiol 22 N/A N/A — N/A N/A
Amortization of unrecognized actuarial (ga

loss (898) N/A N/A (34) N/A N/A
Total recognized in other comprehensive incc $ (2,155 $ (85¢) NNA $ (1,259 $ (492 N/A
Total recognized in net periodic benefit cost

other comprehensive incor $ (108y) % 352 NA  $ 929 $ (19) N/A

The following benefit payments, which rééct expected future service, are expected to beiddor our U.S. and foreign plans:

Postretirement

Pension Medical

Benefits Benefits
2008 $ 1,99t $ 81¢€
2009 2,87¢ 93C
2010 2,19¢ 95¢€
2011 2,10 1,05t
2012 2,68¢ 1,13¢
2013 to 2017 18,28¢ 6,16
Total 30,13¢ 11,05«

The following amounts are included in aesnulated other comprehensive income as of Decemb@t, 2007 and are expected to be
recognized as components of net periodic benefit sioduring 2008:



Postretirement

Pension Medical

Benefits Benefits
Net (gain) loss $ (2200 $ —
Net transition obligatiol (22 —
Net prior service cost (cred 55€ (580)
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11. Common and Preferred Stock and Additional Paidn Capital

We are authorized to issue an aggrededé,000,000 shares; 60,000,000 are designatednasion stock, having a par value of $0.375
per share, and 1,000,000 are designated as pkfaaek, having a par value of $0.02 per share.Bdeed of Directors is authorized to
establish one or more series of preferred stodtingeorth the designation of each such seried,faing the relative rights and preferences of
each such series. On November 10, 2006, the Bdddiaectors approved a Rights Agreement and dedlardividend of one preferred share
purchase right for each outstanding share of comstamek. Each right entitles the registered holdgrurchase from us one one-hundredth of a
Series A Junior Participating Preferred Share efpthr value of $0.02 per share at a price of $H0®pe one-hundredth of a Preferred Share,
subject to adjustment. The rights are not exertgsabtransferable apart from the common stock timé earlier of: (i) the close of business on
the fifteenth day following a public announcemdrdtta person or group of affiliated or associated@ns has become an “Acquiring
Person” {.e., has become, subject to certain exceptioefyding for stock ownership by employee benefinglahe beneficial owner of 20%
more of the outstanding common stock), or (ii) these of business on the fifteenth day following finst public announcement of a tender
offer or exchange offer the consummation of whiculd result in a person or group of affiliated esaciated persons becoming, subject to
certain exceptions, the beneficial owner of 20%nore of the outstanding common stock (or such @age as may be determined by our B
of Directors prior to a person or group of affiidtor associated persons becoming an AcquiringoRerafter a person or group becomes an
Acquiring Person, each holder of a Right (othentha Acquiring Person) will be able to exerciserifjat at the current exercise price of the
Right and receive the number of shares of commmrkdtaving a market value of two times the exerpisee of the right, or, depending upon
the circumstances in which the rights became esa&ibéé, the number of common shares of the acquidngpany having a market value of t
times the exercise price of the right. At no tingetke rights have any voting power. We may redderights for $0.001 per right at any time
prior to a person or group acquiring 20% or moréhefcommon stock. Under certain circumstancesBtiegd of Directors may exchange the
rights for our common stock or reduce the 20% tiokts to not less than 10%. The rights will exgireDecember 26, 2016, unless extende
earlier redeemed or exchanged by us.

12. Commitment and Contingencies

We lease office and warehouse facilitiehicles and office equipment under operatingdeggeements, which include both monthly
and longer-term arrangements. Leases with ingiahs of one year or more expire at various datesith 2013 and generally provide for
extension options. Rent expense under the leagjirggements (exclusive of real estate taxes, inserand other expenses payable under the
leases) amounted to $13,647, $11,911 and $8,9200%, 2006 and 2005, respectively.

The minimum rentals for aggregate lease commitmentwith an initial term of one year or more at Decemier 31, 2007, were as
follows:

2008 $ 8,90(
2009 5,467
2010 3,67:
2011 2,157
2012 1,31¢
Thereaftel 23¢€
Total $21,74¢

Certain operating leases for vehicleda@onresidual value guarantee provisions, whichld/twecome due at the expiration of the
operating lease agreement if the fair value ofelsed vehicles is less than the guaranteed résidug. Of those leases that contain residual
value guarantees, the aggregate residual valease lexpiration is $11,862, of which we have guaexh$9,270. As of December 31, 2007,



have recorded a liability for the estimated endeofn loss related to this residual value guaraot&¥ 97 for certain vehicles within our fleet.
Our fleet also contains vehicles we estimate weittls at a gain. Gains on these vehicles will lmegaized at the end of the lease term.

We have applied the provisions of EITF8)1Determining Whether an Arrangement Contaih®ase,” and have determined that our
agreement with our third-party logistics providentains an operating lease under SFAS No. 13. s, we have included the future
minimum lease payments related to the underlyinlglimg lease in our operating lease commitments/abtn the event that we elect to cancel
the agreement with our third party logistics pr@ridTennant would be required to assume the undgrhuilding lease for the remainder of its
term.

During July 2005, we amended our 2002 Ipase commitment with a third-party manufactureextend the terms of the agreement to
September 2008. The remaining commitment undeatirieement totaled $2,323 as of December 31, 2007.

In the ordinary course of business, wg brecome liable with respect to pending and threatditigation, tax, environmental and other
matters. While the ultimate results of currentrolgi investigations and lawsuits involving us arknawn at this time, we do not expect that
these matters will have a material adverse effedwr consolidated financial position or result®pérations.

13. Income Taxes

Income from continuing operations for thehree years ended December 31, was as follows:

2007 2006 2005
U.S. operation $ 50,56. $ 37,32f $ 28,66(
Foreign operation 7,151 5,971 6,33¢
Total $ 57,71. $ 43,302 $ 34,99

Income tax expense (benefit) for the theeyears ended December 31, was as follows:

2007 2006 2005
Current
Federal $14,92° $ 11,34t $ 8,24:
Foreign 3,13¢ 2,42: 3,117
State 1,30¢ 43€ 1,12¢
$ 19,367 $ 14,20¢ $ 12,48¢
Deferred
Federal $ 197¢ $ (4589 $ (109
Foreign (3,605 (20C) (354)
State 10t (53) 31
$ (1,529 $ (711) $ (43))
Total
Federal $ 16,90f $ 10,887 $ 8,13¢
Foreign (470 2,22: 2,76:
State 1,41( 382 1,16(

$17,84F $ 13,49! $ 12,05¢
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U.S. income taxes have not been provadedpproximately $58,125 of undistributed earniofgson-U.S. subsidiaries. We plan to
permanently reinvest these undistributed earniligsy portion were to be distributed, the relateé®. tax liability may be reduced by foreign
income taxes paid on those earnings. Determinatidine unrecognized deferred tax liability relatedhese undistributed earnings is not
practicable.

We have Dutch, German and Chinese taxdagyforwards of approximately $30,800, $18,066 $3,574, respectively. If unutilized,
the Dutch and Chinese tax loss carryforwards veitlibh expiring in 2012. The German tax loss carmyBid has no expiration date. Because of
the uncertainty regarding realization of the Duwcldl Chinese tax loss carryforwards, a valuatiomnalhce was established. This valuation
allowance increased in 2007 due to continued losst®se countries, the strength of the Euro akd@Rgainst the U.S. dollar and changes in
Chinese tax laws. During 2007 we determined thiatribw more likely than not that the German tassloarryforward will be utilized in the
future and accordingly the valuation allowancetfa related deferred tax asset was reduced to Zeeoone-time tax benefit related to the
reversal of this valuation allowance, net of th@att of tax rate changes in Germany and the U.Ks, $8,605.

A valuation allowance for the remainirgfetred tax assets is not required since it is rfikedy than not that they will be realized
through carryback to taxable income in prior yetusjre reversals of existing taxable temporaryedénces and future taxable income.

Our effective income tax rate varied from the U.Sfederal statutory tax rate for the three years endé December 31, as follows:

2007 2006 2005
Tax at statutory rat 35.(% 35.(% 35.(%
Increases (decreases) in the tax rate fi
State and local taxe

net of federal benef 1.8 (0.2 2.2
Effect of foreign operation 0.5 0.€ 4.C
Effect of changes in valuation allowanc 4.9 0.4 (2.7)
Effect of ETI anc

manufacturing deductic (1.2 (2.5 (2.6)
Other, ne 0.3 (2.2 (2.9
Effective income tax rat 30.9% 31.2% 34.5%
Deferred tax assets and liabilities wemmomprised of the following as of December 31

2007 2006

Deferred tax asset
Inventories, principally due 1

additional costs inventoried for ti

purposes and changes in invent

reserves $ 84¢ $ 854
Employee wages and benefi

principally due to accruals fc

financial reporting purpose¢ 13,06: 14,36¢
Warranty reserves accrued
financial reporting purpose 1,85¢ 1,86:

Accounts receivable, principally di
and tax accounting method 1

equipment rental 65€ 643
Tax loss carryforward 13,10¢ 11,03
Valuation allowanct (8,197) (11,039
Other 562 862
Total deferred tax asse $ 21,89t $ 18,58t¢

Deferred tax liabilities
Property, plant and equipme
principally due to differences |

depreciation and related gal $ 589 $ 3,621
Goodwill 6,00¢ 5,88¢
Total deferred tax liabilitie $ 11,901 $ 9,51(

*

Net deferred tax asse 9,99 $ 9,07¢




The valuation allowance at December 80,72 principally applies to certain foreign lossrgéorwards that, in the opinion of
management, are more likely than not to expireilined. However, to the extent that tax benefilatedd to these carryforwards are realized in
the future, the reduction in the valuation allowamdll reduce income tax expense.

In 2007, 2006 and 2005, we recorded &mekits directly to shareholders’ equity of $3,390,392 and $1,495, respectively, relating to
our ESOP and stock plans.

We adopted the provisions of FASB Intetation No. 48, “Accounting for Uncertainty in Imoe Taxes” (“FIN No. 48”), on January 1,
2007. The cumulative effect of adopting FIN No.wi&s a decrease in reserves for uncertain tax posiind an increase to the January 1, 2007
balance of retained earnings of $184. Consistetht the provisions of FIN No. 48, we reclassified tieserves for uncertain tax positions from
other current liabilities to non-current liabilii@inless the liability is expected to be paid witbhe year.
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A reconciliation of the beginning and enidg amount of unrecognized tax benefits is as foles:

Balance at 1/1/0 $ 5,77¢
Increases/(decreases) as a resL

tax positions taken during a prior peri —
Increases/(decreases) as a rest

tax positions taken during the current petr 54¢
Decreases for tax positions relatec

acquired entities during a prior peri —
Decreases relating to settlements with taxing aiites —
Reductions as a result of a la}

of the applicable statute of limitatio (561)
Increases/(decreases) as a resL

foreign currency fluctuation 363
Balance at 12/31/0 $ 6,12¢

Included in the balance of unrecognizeditenefits at December 31, 2007 are potentialflisroé $1,865 that, if recognized, would
affect the effective tax rate from continuing optmas.

We recognize potential accrued interast genalties related to unrecognized tax benedits @mponent of income tax expense. Inclt
in the liability of $6,129 for unrecognized tax ledits as of December 31, 2007 was a benefit of @pprately $368 for accrued interest and
penalties. To the extent interest and penaltiesarassessed with respect to uncertain tax positihe amounts accrued will be revised and
reflected as an adjustment to income tax expense.

We do not anticipate that total unrecagditax benefits will change significantly withimetnext 12 months.

We are subject to U.S. federal incomeataxvell as income tax of numerous state and forjeigsdictions. We are generally no longer
subject to U.S. federal tax examinations for tagagiglars before 2004 and with limited exceptioretesand foreign income tax examinations
taxable years before 2003. The Internal Revenud®ehas just begun an examination of our incomeegurn for the 2005 tax year. It is
possible that the examination phase of the audjtenaclude in the next 12 months, and that theedlanrecognized tax benefits for tax
positions taken may change from those recordeihlaisities for uncertain tax positions in our firaal statements at December 31, 2007.
Although the outcome of this matter cannot curseb# determined, we believe adequate provisiorbkaa made for any potential unfavorable
financial statement impact.

14. Stock-Based Compensation

We have seven plans under which we hawseded share-based compensation grants. The 168R Btentive Plan (“1992 Plan}995
Stock Incentive Plan (“1995 Plan”), 1998 Manageneaéntive Plan (“1998 Plan”) and 1999 Amended Bedtated Stock Incentive Plan
(*1999 Plan”) provided for stock-based compensatjmants to our executives and key employees. TB8 Estricted Stock Plan for Non-
Employee Directors“1993 Pla”) provided for restricted shares to our -employee Directors. The 1997 N-Employee Directors Option Pl



(1997 Plan”) provided for stock option grants tar monemployee Directors. In 2007, our shareholders afgatehe 2007 Stock Incentive P
(the “2007 Plan”), which was adopted as a contigwitep toward aggregating our then existing equotppensation programs into one plan to
reduce the complexity of our equity compensatiagpms.

The 1992 Plan expired in 1999 and consetly, no new awards have been granted under tisdhce 1999, although awards
previously granted under it remain outstanding estinue to be governed by its terms.

The 1995 and 1998 Plans were terminat@906 and all remaining shares were transferréidetdmended and Restated 1999 Stock
Incentive Plan as approved by the shareholder8@6.2Awards granted under the 1995 and 1998 Plamstp 2006 that remain outstanding,
continue to be governed by the respective planuwtieh the grant was made. Upon approval of theeAded and Restated Stock Incentive
Plan in 2006, we ceased making grants of futuredsvander the 1995 and 1998 Plans and subsequaeris gif future awards were made from
the 1999 Plan and governed by its terms.

The 2007 Plan terminated our rights ngawards under the 1999 Plan except that the RB3Bwill remain available for grants of
reload options upon exercise of previously gramgtiibns with oneime reload features. Awards previously grantedeuride 1999 Plan reme
outstanding and continue to be governed by theg@fthat plan. A total of 1,500,000 shares wetbanzed for future awards under the 2007
Plan.

On January 1, 2006, we adopted Statepfdrinancial Accounting Standards No. 123 (revigé@4), “Share Based Payment” (“SFAS
No. 123(R"), using the modified prospective transition methdinder this method, stock-based employee compiensaost is recognized
using the fair value based method for all new awgmnted after January 1, 2006. Compensation farstsivested stock options and awards
that were outstanding as of the adoption date eirgglrecognized, beginning January 1, 2006, owerehuisite service period based on the
grant date fair value of those options and awasdsraviously calculated under the pro-forma disales pursuant to Statement of Financial
Accounting Standards No. 123, “Accounting for St@®dsed Compensation” (“SFAS No. 123").

A maximum of 6,200,000 shares have beailable under these plans. As of December 31, 20@re were 158,230 shares reserved for
issuance under the 1993 Plan, the 1997 Plan antb@®Plan for outstanding compensation awardslad®B,673 shares were available for
issuance under the 2007 Plan for current and figquity awards. The Compensation Committee of thard® of Directors determines the grant
date and number of shares awarded under all plans.

Stock Option and Stock Appreciation Right Awards
We determined the fair value of our stopkion awards using the Black-Scholes option pgaenodel.

The following assumptions were used foh¢ 2007, 2006 and 2005 grants:

2007 2006 2005
Expected dividend yiel 1.3-1.&% 1.8-2.1% 2.2-2.2%
Expected volatility 26- 35% 22-75% 24 - 3(%
Risk-free interest rat 3.7-5.1% 4.6-5.1% 3.9-4.5%
Expected life, in year 1-9 2-9 6-7
Weightec-average
expected volatility 30% 43% 25%
Weightet-average fair valu $ 10.2¢ $ 10.01 $ 5.7¢

The expected life selected for stockamigranted during the year represents the pefibohe that the stock options are expected to be
outstanding based on historical data of stock optinider exercise and termination behavior of simjrants. The risk-free interest rate for
periods within the contractual life of the stockiop is based on the U.S. Treasury rate over tipeeed life at the time of grant. Expected
volatilities are based upon historical volatilityaur stock over a period equal to the expecteddifeach stock option grant. Dividend yield is
estimated over the expected life based on our eiddcbolicy and historical dividends paid. We ustdrical data to estimate pre-vesting
forfeiture rates and revise those estimates inesplEnt periods if actual forfeitures differ fronose estimates.
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The total grant date fair value of stogitions vested during the years ended Decembe&(BT,, 2006 and 2005 was $876, $1,418 and
$3,133, respectively.

The weighted-average remaining contrddtigsfor options outstanding and exercisable BBecember 31, 2007, was four years. The
aggregate intrinsic value of options outstanding exercisable was $26,779 and $25,415, respectiVhly total intrinsic value of stock optio
exercised during the years ended December 31, 2008, and 2005 was $8,370, $3,629 and $4,043,atheply.

Employee stock option awards prior to20@&lude a reload feature for options grantedetp &mployees. This feature allows employees
to exercise options through a stock-for-stock egerasing mature shares, and employees are gramted stock option (reload option) equal
to the number of shares of common stock used ishgéioth the exercise price of the option andtthewithholding requirements. The reload
options granted have an exercise price equal téathenarket value of the common stock on the gdate. Stock options granted in conjunc
with reloads vest immediately and have a term etjutile remaining life of the initial grant.

Beginning in 2005, new stock option aveagdanted vest one-third each year over a threeperiod and have a ten-year contractual
term. These grants do not contain a reload fea@ompensation expense equal to the grant datedhie is recognized for these awards over
the vesting period. Compensation expense is feltpgnized for reload stock options as of the rebistd.

In addition to stock options, we alsoasionally grant cash-settled stock appreciationtsi§‘SARS”) to employees in certain foreign
locations. Total outstanding SARs were 11,400 éBeaxfember 31, 2007. No new SARs were granted d@®0F or 2006.

Compensation expense related to stodemmpaind SARs was $778 and $1,054, for the yealsdeBecember 31, 2007 and 2006,
respectively. As of December 31, 2007, there wasaggnized compensation cost for unvested optindsights of $525 which is expected to
be recognized during 2008, 2009 and 2010.

The following table summarizes the activity duringthe year ended December 31, 2007, for stock optiamd SARs awards:

Weighted -

Average

Exercise

Shares Price

Outstanding at beginning of ye 1,543,000 $ 19.5¢
Granted 29,00( 32.3(
Exercisec (465,300 19.6:
Forfeited (1,000 20.8:
Expired (23,200 18.1:
Outstanding at end of ye 1,082,500 $ 19.87
Exercisable at end of ye 1,007,200 $ 19.3i

Restricted Share Awards

The following table summarizes the actity during the year ended December 31, 2007, for uesgted restricted share awards:

Weighted-

Average

Unvested Grant Date

Shares Fair Value
Unvested at beginning of ye 83,10 $ 25.5¢
Granted 32,80( 33.1¢
Vested (17,600 24.9:2
Forfeited (7,200 26.3¢
Unvested at end of ye 91,10 $ 28.3¢

Restricted share awards typically hataor three year vesting period from the effectilate of the grant. Restricted share awards to
non-employee directors vest upon a change of contrapon termination of service as a director occgréhleast six months after grant dat
award so long as termination is for one of theofelhg reasons: death; disability; retirement inaxdance with company policy (i.e., age 68
etc.); resignation at request of Board (other floamgross misconduct); resignation following atdeane year advance notice; failure to be re-
nominated (unless due to unwillingness to servegalected by shareholders; or removal by shadehnsl The total fair value of shares vested
during the year ended December 31, 2007, 2006 @08 ®as $438, $256 and $955, respectively. Compiensaxpense related to restricted
stock was $1,105 and $772 for the years ended Deaedi, 2007 and 2006, respectively. As of Decer8theR007, there was $877 of total
unrecognized compensation cost related to unvestacs which is expected to be recognized durifg,22009 and 201t



Performance Share Awards

We grant performance share awards tcekeyloyees as a part of our management compengatigram. These awards are earned
upon achievement of certain financial performamegdts. We determine the fair value of these awasds the date of grant and recognize the
expense over a three year performance period. dimpensation expense for these awards was $8071aB8@1%or the years ended December
31, 2007 and 2006, respectively.

During November 2005, we also grante@igpmance share award, which vests and is eanped achieving certain total shareholder
return targets over a five-year performance peflfde: maximum number of shares of common stock isugon payout of the award is
40,000. Compensation cost is based on the faievafithis award as of the date of grant and reasghover the derived requisite service pe
of three years. Compensation expense relateds@ttdird was $142 for the years ended Decembei08Y,@nd 2006. As of December 31,
2007, there was $130 of total unrecognized comgiemseost related to this award, which is expedtede recognized during 2008.

Share-Based Liabilities

As of December 31, 2007, we had $1,386ta share-based liabilities recorded on ourtadasheet. During the year ended December
31, 2007 we paid out $655 related to 2006 shareebbebility awards. $1,739 related to 2005 shasell liability awards was paid during the
year ended December 31, 20
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15. Employee Stock Ownership Plan

We established a leveraged Employee Staekership Plan (“ESOP”) in 1990. The ESOP covabstantially all domestic employees.
The shares required for our 401(k) matching couatrdim program are provided principally by our ESG&pplemented as needed by newly
issued shares. We make annual contributions t&8@P equal to the ESOP’s debt service less diveland Company match contributions
received by the ESOP. All dividends received byEIS®©OP are used to pay debt service. The ESOP shiialty were pledged as collateral 1
its debt. As the debt is repaid, shares are refefasm collateral and allocated to employees whden401(k) contributions that year, in the
form of a matching contribution, based on the prtipo of debt service paid in the year. We accdanthe ESOP in accordance with EITF 89-
8, “Expense Recognition for Employee Stock OwnegréHans.” Accordingly, the shares pledged as aaldiare reported as unearned ESOP
shares in the Consolidated Balance Sheets. Asshegeeleased from collateral, we report compe@rsakpense equal to the cost of the sh
to the ESOP. All ESOP shares are considered odisgin earnings-peshare computations, and dividends on allocateduaatiocated share
are recorded as a reduction of retained earnings.

The following table summarizes ESOP activity duringhe years ended December 31:

2007 2006 2005

Cash contribution $ 153C $ 1,51 % 1,49¢

Net benefit provided by ESC 2,56¢ 1,20¢ 387
Interest earne

and received on loe 52C 665 792

Dividends 48¢€ 52¢ 55¢

The benefit provided through the ESOReisof expenses and is recorded in other incom®e&ember 31, 2007, the ESOP indebted
to us, which bears an interest rate of 10.05% smié December 31, 2009, was $3,611.

The ESOP shares as of December 31, wessfallows:

2007 2006 2005
Allocated share 1,738,21! 1,638,241 1,538,28I
Unreleased shart 199,92: 299,88 399,84t

Total ESOP share 1,938,13 1,938,13 1,938,13



16. Earnings Per Share Computations

The computations of basic and dilutechiegys per share for the years ended December 3#,agefollows:

2007 2006 2005
Numerator:
Net Earnings $ 39,860 % 29,80¢ % 22,93¢
Denominator:
Basic- weighted averag
outstanding share 18,641,00 18,561,00 18,024,00
Effect of dilutive securities
Employee stock optior 505,00( 428,00( 186,00(
Diluted - weighted averag
outstanding share 19,146,00 18,989,00 18,210,00
Basic earnings per share $ 214 % 161 $ 1.27
Diluted earnings per share $ 208 % 157 $ 1.2¢

Options to purchase 20,700, 107,000 &&J®O0 shares of common stock were outstandingn@@@07, 2006, and 2005, respectively,
but were not included in the computation of diluezatnings per share as the effect would have batétilative.

17. Segment Reporting

SFAS No. 131 “Disclosures about Segmeh&s Enterprise and Related Information,” estéielssdisclosure standards for segments of a
company based on management’s approach to defapi@gting segments. In accordance with the objeethd basic principles of the standard
we aggregate our operating segments into one mgersegment.

The following sets forth net sales andrg-lived assets by geographic area:

2007 2006 2005
Net sales
North America $ 417,75  $ 391,30¢ $ 370,14
Europe 172,70¢ 147,65 126,91
Other Internatione 73,75 60,01°¢ 55,85:
Total $ 664,21¢ $598,98. $ 552,90¢

2007 2006

Long-lived assets
North America $ 93,22 $ 85,82
Europe 37,39¢ 29,52¢
Other Internatione 4,062 1,91«
Total $ 134,67¢ $ 117,27:

Accounting policies of the operationghie various geographic areas are the same asdhesgbed in Note 1. Net sales are attributed to
each geographic area based on the country to wéchroduct is shipped and are net of intercompzatgs. North America sales include sales
in the United States and Canada. Sales in Canadprise less than 10% of consolidated sales anohemeelated with our U.S. operations. No
single customer represents more than 10% of owdalimiated sales. Long-lived assets consist of ptg@ed equipment, goodwill, intangible
assets and certain other assets.

The following table presents revenues for groups afimilar products and services:

2007 2006 2005

Net sales



Equipment $ 393,27( $ 358,34« $ 332,42:

Parts and consumabl 161,33« 145,21¢ 133,10¢

Service and othe 84,42¢ 74,23¢ 67,48:

Specialty surface coatiny 25,18¢ 21,18¢ 19,89

Total $ 664,21¢ $598,98. $ 552,90¢
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18. Consolidated Quarterly Data

Net Sales Gross Profit
Quarter 2007 2006 2007 2006
First $ 155,07¢ $ 135,46: $ 63,75¢ $ 56,80(
Seconc 165,201 150,96! 70,85: 65,79¢
Third 161,32¢ 145,69( 66,86¢ 60,617
Fourth 182,60¢ 166,86 77,50¢ 68,36¢
Year $664,21¢ $598980 $27898 $ 251,57
Basic Earnings Diluted Earnings

Net Earnings per Share per Share
Quarter 2007 2006 2007 2006 2007 2006
First $ 5851 $ 4437 $ 031 % 022 % 031 % 0.2
Seconc 10,45¢ 9,15: 0.5€ 0.4¢ 0.5t 0.4¢
Third 10,96 7,922 0.5¢ 0.4: 0.57 0.4z
Fourth 12,59¢ 8,291 0.6¢ 0.44 0.6€ 0.4:
Year $ 398 $ 2980¢ $ 212 $ 161D s 20D ¢ 157

(@ The summation of quarterly data does not equatteet@alculation for the full fiscal year as qudstexalculations are performed on a
discrete basis.

Regular quarterly dividends aggregated&@er share in 2007, or $0.12 per share eactenueard $0.46 per share in 2006, or $0.11 per
share for the first and second quarters and $Cet8hmre for the third and fourth quarters.

19. Subsequent Events

On February 15, 2008, we announced tiea¢mtered into a purchase agreement to acquirdetpiveepers for approximately $68,000.
Applied Sweepers, a privately-held company basdthlkirk, Scotland, had 2007 revenues of approxaéhge#40,000.

On February 21, 2008, we amended ouriCAgpleement to increase the sublimit on foreigmrency borrowings from $75,000 to the
aggregate amount of the commitment and to incréssublimit on borrowings by the foreign subsiiarfrom $50,000 to $100,000.

On February 22, 2008, we announced tlea¢mtered into a purchase agreement with Sociedlifatda., based in Sao Paulo, Brazil.
Sociedade Alfa Ltda. reported approximately $9,008ales revenues for 2007. This acquisition iseetgd to close in March or April 2008.

On February 29, 2008, we announced tleat@mpleted the acquisition of Applied Sweepers.
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ITEM 9 — Changes in and Disagreements with Accountds on Accounting and Financial Disclosure
None.

ITEM 9A — Controls and Procedures

Disclosure Controls and Procedures

Our management, with the participatiomaf Chief Executive Officer and our Principal Fie&l and Accounting Officer, have
evaluated the effectiveness of our disclosure otmaind procedures for the year ended Decemb&0BY, (as defined in Rules 13a-15(e) and
15d-15(e) under the Securities Exchange Act of 1®@32 “Exchange Act”)). Based on that evaluatiour, Ghief Executive Officer and our
Principal Financial and Accounting Officer have clugled that our disclosure controls and procedare®ffective to ensure that information
required to be disclosed by us in reports thatileeof submit under the Exchange Act is recordedc@ssed, summarized and reported within
the time periods specified in Securities and Exgea@ommission rules and forms, and that such irdition is communicated to our
management, including our principal executive andprincipal financial officers, as appropriatealtow timely decisions regarding required
disclosure.

Management’s Report on Internal Controls over Finartial Reporting

The report of management required urfuisritem is contained in Item 8 of this Annual Rem Form 10-K.
Attestation Report of Independent Registered Publidccounting Firm

The attestation report required undes iteim is contained in Iltem 8 of this Annual RepmrtForm 10-K.
Changes in Internal Control

There were no significant changes ininternal control over financial reporting duringetimost recently completed fiscal quarter that
have materially affected, or are reasonably likelynaterially affect, our internal control overdincial reporting.

ITEM 9B — Other Information

None.
PART I

ITEM 10 — Directors, Executive Officers and Corporde Governance

The sections entitled “Board of Director®ormation” and “Section 16(a) Beneficial OwnepReporting Compliance” in our 2008
Proxy Statement are incorporated herein by referenc

The list below identifies those persoasignated as executive officers of the Companyudieg their age, position with the Company
and positions held by them during the past fivenore years.

H. Chris Killingstad, President and Chief Execut@&icer

H. Chris Killingstad (52) joined the Coany in April 2002 as Vice President, North Ameréral was named President and CEO in 2
From 1990 to 2000, he was employed by The Pillsi@ognpany, a consumer foods manufacturer. From 192900 he served as Sr. Vice
President and General Manager of Frozen ProducRiltsbury North America; from 1996 to 1999 hewsst as Regional Vice President and
Managing Director of Pillsbury Europe, and from @98 1996 was Regional Vice President of HaagersPesia Pacific.

Steven M. Coopersmith, Vice President, Global Mtanke

Steven M. Coopersmith (44) joined Tennamtpril 2003. From 2000 to 2003, he was the Rfesi of Dairy Marketing Alliance LLC, a
joint venture between Land’Lakes, Inc. and Dean Foods Company. Previouslyy&e Vice President of Product Development withtebhi
Healthcare. Before that, he was the Business Tezadér for Pillsbury’s line of refrigerated sweeké@ goods. Earlier in his career, he
managed new products for Reckitt & Coleman Incdadehold product group. He began his marketingecaeUnilever’s Lever Brothers
Company, where he held a variety of positions coétting in Senior Manager of their All detergeniithise.



Thomas J. Dybsky, Vice President, Administration

Thomas J. Dybsky (58) joined the Compian$eptember 1998 as Vice President of Human Resswand was named Vice President of
Administration in 2004. From June 1995 to Septeni®88, he was Vice President/Senior ConsultanifidA Consulting.

Andrew J. Eckert, Vice President, North AmericaeSal

Andrew J. Eckert (44) joined Tennant @02 as General Manager, North America. He was ptedio Vice President, North America
Sales in 2005. From 2000 to 2002, he was the S¥fidar President of Operations at Storecast MercisarglCompany, a national retail
merchandising service contractor for the grocedygtry. Prior to that, he was Director of Stratdgli@anning at General Mills and led the
automation and cost-reduction efforts for U.S. éradomotional spending. He began his sales canek385 at General Mills in Houston, TX,
and held a variety of increasing responsibiliteduding Customer Sales Manager for Fleming Congsaand American Stores.

Michael W. Schaefer, Vice President, Chief Techn@fficer

Michael W. Schaefer (47) joined the Compin 2008 as Vice President, Chief Technical @ffid-rom 2000 to 2008, he was Vice
President of Dispensing Systems, Lean Six Sigm&arality at Ecolab, Inc., a provider of cleaninglaanitizing products and services, where
he led R&D efforts for their equipment businesgtooious improvement and standardization of R&Dcpases. Prior to that, he held various
management positions at Alticor Corporation andfiK®&eneral Foods.

Heidi M. Hoard, Vice President, General Counsel Sedretary

Heidi M. Hoard (57) joined Tennant in 3085 Assistant General Counsel and Assistant Segratnd was named General Counsel in
2005. She was a partner with General Counsel ludng 2003. From 1995 to 2001, she was Vice Presideeneral Counsel and Secretary at
Musicland Group, Inc. From 1993 to 1995, she wasdé egal Counsel at Medtronic, Inc. Prior to thelte was a partner at Faegre & Benson
L.L.P., a Minneapolis law firm.

Karel Huijser, Vice President, International

Karel Huijser (46) joined the Company2006 as Vice President, International. Prior toijag Tennant, he was President and CEO of
Asia Pacific for GE Infrastructure Shanghai, Chiinarn 2005 to November 2006. From 2003 to 2005xhe General Manager of Asia Paci
GE Water and Process Technologies (Asia). From 22003, he was Global Marketing Director for GEdfics Division based in The
Netherlands. His career at GE began in 1992, fatigwix years at Daf Trucks in The Netherlar
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Thomas Paulson, Vice President and Chief Finafter

Thomas Paulson (51) joined Tennant indd&006. Prior to joining Tennant, Paulson was Okieancial Officer and Senior Vice
President of Innovex from 2001 to 2006. Prior timijog Innovex, a manufacturer of electronic intemsect solutions, Paulson worked for The
Pillsbury Company for over 19 years. Paulson becaiie President at Pillsbury in 1995 and was\toe President of Finance for the $4
billion North American Foods Division for over twears before joining Innovex.

Don B. Westman, Vice President, Global Operations

Don B. Westman (54) joined the CompaniMavember 2006 as Vice President, Global OperatiBrisr to joining Tennant, he was Vi
President of Operations — Pump Division for Pentat., a provider of products and services fortftevement, treatment and storage of water,
from 2005 to November 2006. From 2003 to 2005, he Mice President of Operation$entair Water. From 1997 to 2003, Westman was
President of Operations for Hoffmans Enclosuresrethe began in 1982 as a manufacturing enginesramager.

Business Ethics Guide

We have adopted the Tennant Company Bssikthics Guide, which applies to all of our emp&s, directors, consultants, agents and
anyone else acting on our behalf. The Business&thuide includes particular provisions applicableur senior financial management, wt
includes our Chief Executive Officer, Chief FinaaddDfficer, Controller and other employees perfargnsimilar functions. A copy of our
Business Ethics Guide is available on the Invegtage of our website, www.tennantco.com, and a edfpype mailed upon request to Inves
Relations, Tennant Company, P.O. Box 1452, MinnksddN 55440-1452. We intend to post on our websity amendment to, or waiver
from, a provision of our Business Ethics Guide tigaplies to our Principal Executive Officer, Pripali Financial Officer, Principal Accounting
Officer, Controller and other persons performingitar functions promptly following the date of suamendment or waiver. In addition,



have also posted copies of our Corporate Govern@rineiples and the Charters for our Audit, Comaéios, Governance and Executive
Committees on our website.

Section 302 Certifications

We have filed the required certificatiamsler Section 302 of the Sarbanes-Oxley Act oR2@@arding the quality of our public
disclosures as Exhibits 31.1 and 31.2 to this tepde filed with the NYSE the CEO certification exding our compliance with the NYSE'’s
corporate governance listing standards as reqbiyedY SE Rule 303A.12(a) on May 29, 2007.

Corporate Governance
ITEM 11 — Executive Compensation

The sections entitled “Executive Compénsanformation” and “Director Compensation” in 102008 Proxy Statement are incorporated
herein by reference.

ITEM 12 — Security Ownership of Certain BeneficialOwners and Management and Related Shareholder Matte

The sections entitled “Security Ownerstfiertain Beneficial Owners and Management” aaduity Compensation Plan Information”
in our 2008 Proxy Statement are incorporated hdrgireference.

ITEM 13 — Certain Relationships and Related Transations, and Director Independence

The sections entitled “Committee Membepaintment and Director Independence” and “Rel&erson Transaction Approval Policy”
in our 2008 Proxy Statement are incorporated hdygireference.

ITEM 14 — Principal Accounting Fees and Services

The section entitled “Fees Paid to Indejeat Registered Public Accounting Firm”"our 2008 Proxy Statement is incorporated helgi
reference.
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PART IV
ITEM 15 — Exhibits, Financial Statement Schedules

A. The following documents are filed as a part of tieigort:
1. Financial Statements

Consolidated Financial Statements filed as pattigfreport are listed under Part 1l, ltem 8 ongm8 to 21 of this Annual Rept
on Form 1+-K.

2. Financial Statement Schedult
Schedule I1- Valuation and Qualifying Accounts

(Dollars in thousands

Additions Additions :
Balance at charged to charged to De?rléﬁlons
beginning of costs and other 1 Balance at
Allowance for doubtful accounts and returns year expenses accounts reserves(t) end of year
Year ended December 31, 2C $ 3341 $ 1,69C $ — $ 1,77: $ 3,26¢
Year ended December 31, 2C $ 4,75¢ $ 532 $ — $ 1,941 $ 3,347

Year ended December 31, 2C $ 514: $ 1,021 $ — $ 1,40¢ $ 4,75¢€



(@ Includes accounts determined to be uncollectibteararged against reserves, net of collectionscoaumts previously charged
against reserves, as well as the effect of foreignency on these reserv:

All other schedules are omitted because theyat applicable or the required information iswh in the Consolidated Financial
Statements or notes there

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON FINANCIAL STATEMENT SCHEDULE

The Board of Directors and Shareholders

Tennant Company:

Under date of February 29, 2008, we rigggbon the consolidated balance sheets of Tenramp@ny and subsidiaries as of December
31, 2007 and 2006, and the related consolidatéeinstants of earnings, cash flows, and shareholéegrsty and comprehensive income for e
of the years in the three-year period ended DeceBhe2007, which are included in Iltem 15.A.1. tmoection with our audits of the
aforementioned consolidated financial statemen¢salso audited the related consolidated finantéément schedule as included in Item
15.A.2. This financial statement schedule is tlpoasibility of the Company’s management. Our rasility is to express an opinion on this
financial statement schedule based on our audits.

In our opinion, such financial statemecttedule, when considered in relation to the bamisolidated financial statements taken as a
whole, presents fairly, in all material respedtg, information set forth therein.

As discussed in Note 1 to the consolidéitgancial statements, the Company adopted theigioms of Statement of Financial Account
Standards No. 123FShare-Based Paymenas of January 1, 2006 and Statement of FinaAcebunting Standards No. 158mployers’
Accounting for Defined Benefit Pension and OthestRairement Plan, as of December 31, 2006, and FASB Interpretdtion48,Accounting
for Uncertainty in Income Tax¢, as of January 1, 2007.

/s KPMG LLP
Minneapolis, Minnesota
February 29, 2008
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3. Exhibits

Item # Description Method of Filing

3i Restated Articles of Incorporation Incorporated by reference to Exhibit 3i to the Camygs report
on Form1(-Q for the quarterly period ended June 30, 2!

3.1 Certificate of Designation Incorporated by reference to Exhibit 3.1 to the @any’s Form
1C-K for the year ended December 31, 2C

3ii Amended and Restated -Laws Incorporated by reference to Exhibit 3ii to the Guamy's
Annual Report on Form 1B-for the fiscal year ended Decem
31, 1999

4.1 Rights Agreement, dated as of November 10, 20Q@;dmn the Incorporated by reference to Exhibit 1 to Form 8lated

Company and Wells Fargo Bank, N.A., as Rights A November 14, 200¢
10.1 Tennant Company Amended and Restated 1992 Stoektime Incorporated by reference to Exhibit 4.4 to the @any’s
Plan* Registration Statement No. 33-59054, Form S-8 distaxath 2,

1993.
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10.17 Deferred Stock Unit Agreement (awards in and &@G08)* Filed herewith electronically

21.1 Subsidiaries of the Registre Filed herewith electronically

Tennant Company has the following significant sdiasies:
Tennant Holding B.V. is a wholly owned subsidiarganized
under the laws of The Netherlands in 1991. A legal

reorganization occurred in 1991 whereby Tennant. ldé¢ame

a participating interest of Tennant Holding B.Vnhiant N.V.
had previously been a wholly owned subsidiary oizgh
under the laws of The Netherlands in 1970. Tennant

Maintenance Systems, Limited, was a wholly owndusgliary

organized under the laws of the United KingdomIudttober
29, 1992, at which time Tennant Holding B.V. acqdid 00%
of its stock from Tennant Company. The name wan#diy



changed to Tennant UK Limited on or about Octolter1B96.
Tennant Sales and Service Company is a wholly owned
subsidiary organized under the laws of the statdinhesota.
The results of these operations have been congadidiato the
financial statements, as indicated ther

23.1 Independent Audit¢s Consen Filed herewith electronically

311 Rule 13i-14(a)/15¢-14(a) Certification of Chief Executi\ Filed herewith electronically
Officer

31.2 Rule 13a-14(a)/15d-14(a) Certification of Chief &icial Filed herewith electronically.
Officer

32 Section 1350 Certificatior Filed herewith electronically

*Management contract or compensatory plan or agargnt required to be filed as an exhibit to thiméal Report on Form -K.
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be signed on its behalf by the undersigned, theéoeduly authorized.
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By /sl H. Chris Killingstac

H. Chris Killingstad

President, CEO ar

Board of Directors
Date March 5, 200¢

Pursuant to the requirements of Sect®orl15(d) of the Securities Exchange Act of 198& report has been signed by the following
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By /s/ H. Chris Killingstac By /sl David Mathiesol
H. Chris Killingstad David Mathiesor
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Date March 5, 200¢ Date March 5, 200¢
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TENNANT COMPANY
EXECUTIVE NONQUALIFIED
DEFERRED COMPENSATION PLAN
(as restated effective January 1, 2005)

The Tennant Company (the “Companpfeviously adopted two nonqualified deferred consagion plans for the benefit of certair
the Company’s executive employees. These plantharéennant Company Deferred Compensation Plarfteerred Compensation Plan”)
and the Tennant Company Excess Benefit Plan (tke€'gs Benefit Plan”). The Company merged the ExBesgfit Plan into the Deferred
Compensation Plan and restated the Deferred Corapiens’lan, effective January 1, 2003. As parhat testatement, the Deferred
Compensation Plan was renamed the Tennant Compagutive Nonqualified Deferred Compensation Plae (Plan”).

Since the Plan became effective, it has been amdeandaclude the Company’s outside Directors asviddals eligible to participate.
In addition, changes have been made to the lawipntgo Section 409A of the Code that affect nolified deferred compensation plans.
Finally, the Company wishes to make some changtdgidesign and operation of the Plan, includirgatidition of a Deferred Stock Unit
feature.

The Company hereby restates the Plan, as settfer#tin, to incorporate the aboweentioned amendment, comply with Section 4!
of the Code and to effect the above-mentioned atmimgthe Plan design and operation. The Plam asssated, is sometimes referred to herein
as the“Restatemer” Except as otherwise specified herein, the Restatestall be effective with respect to amounts deféor that becom



vested on or after January 1, 2005. Amounts defeanel vested under the Plan prior to January 15,2all remain subject to the
terms of the Plan, as in effect prior to the Restent. Accordingly, such amounts shall be “grardfedd” under Section 409A of the Code.

ARTICLE 1. PURPOSE & DESCRIPTION OF PLAN

Section 1.1Purpose The purpose of the Plan is to provide Eligibleftogees with benefits that supplement those pralideder
certain of the tax-qualified plans maintained by @ompany. More specifically, the Plan is intentiedermit Eligible Employees to defer a
portion of their compensation on a pre-tax bagid,ta provide certain other benefits on a nongegaiplan basis that are not otherwise
provided under the tax-qualified plans.

Section 1.2Description of Plan In the case of Participants who are employeesPtan is intended to be (and shall be construdd an
administered as) an employee benefit pension pidenthe provisions of ERISA, which is unfunded amaintained primarily for the purpose
of providing deferred compensation for a selectigrof management or highly-compensated employsedescribed in Sections 201(2), 301(a)
(3) and 401(a)(1) of ERISA.
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The Plan is not intended to be qualified underiBect01(a) of the Code. The Plan, as restatededsesubject to, and intended to
comply with, Section 409A of the Code and has lgepared in reliance on IRS Notice 2005-1 and fopdsed Regulations issued under
Section 409A of the Code on October 4, 2005.

The obligation of the Company to make payments utigePlan constitutes an unsecured (but legaligreeable) promise of the
Company to make such payments and no person, ingladhy Participant or Beneficiary , shall have &ag, prior claim or other security
interest in any property of the Company as a rafithe Plan.

ARTICLE 2. DEFINITIONS, GENDER, AND NUMBER

Section 2.1 Definitions. Whenever used in the Plan, the following wordd phrases have the meanings set forth below utiiess
context plainly requires a different meaning, arftewa defined meaning is intended, the term isalag®d.

Q) “ Account” means the device used to measure and determiaentient of deferred compensation to be paid
Participant or Beneficiary under the Plan, othantpursuant to Article 7. An employee Participdratlshave the
opportunity to maintain two Accounts under the Pl&ocount A, and Account B. A Director Participafiall have only or
Account under the Plan, Account

(2) “ Affiliate " means any corporation that is a member of a cdattgroup of corporations (as defined in Sectiof(B) of
the Code) which includes the Company and any toadeisiness (whether or not incorporated) whialmider common
control (as defined in Section 414(c) of the Coalith the Company

3) “ Base Compensatiofi of a Participant for a Plan Year, means theltatmual base salary earned by the Participartiifor
or her employment with the Company or any Affiligiering such Plan Year, but excluding any otherueenation paid by
the Company, such as overtime, severance pay,timegbompensation, stock options, distributionsahpensation
previously deferred, restricted stock, allowan@gsikpenses (including moving expenses, travelesgegeand automobile
allowances), fringe benefits whether payable irhaasin a form other than cash, and disability gaythe case of an
individual who is a participant in a plan sponsobbgdhe Company that is described in Section 401&% or 132(f) of the
Code, the term Base Compensation shall includeaargunt that would be included in the definitiorBafse Compensation
but for the individual’s election to reduce hishar Base Compensation and have the amount of duetien contributed to
or used to purchase benefits under such |

Table of Contents

4) “ Beneficiary” or “ Beneficiaries’ means the persons or trusts designated by ackpantt in writing pursuant to Section 6.4
(a)(iii) of the Plan as being entitled to receivey denefit payable under the Plan by reason ofié¢ah of a Participant, or,
in the absence of such designation, the persor#figolein 6.4(a)(iv) of the Plar

(5) “ Board” means the Board of Directors of the Company astitotes] at the relevant tim



(6)

(7)

(8)

(9)

(10)

11)

(12)

“ Change in Control with respect to a Participant, means any one oétlesmts described in Proposed Treasury Regule
Section 1.409A-3(g)(5)(v), (vi) and (vii) (as setth in Schedule A hereto), or any successor gaigléimereto under Code
Section 409A. In order to be a Change in Controhwespect to a Participant, the change in coetreht must relate to: (i)
the corporation for which the Participant is penfiorg services at the time of the change in corveint; (ii) the
corporation that is liable for Plan payments; @iforporation that is a majority shareholder ocbgporation identified in (i)
or (ii), above, or any corporation in a chain ofgmrations in which each corporation is a majositareholder of another
corporation in the chain, ending in a corporatidentified in (i) or (ii), above. For purposes hdreomajority shareholder
of a corporation is a shareholder owning more B2 of the total fair market value and total votpmwer of the
corporation

“ Code” means the Internal Revenue Code of 1986, as amdraiedime to time and any successor statute. Rafas to
Code section shall be deemed to be to that sestibmany successor to that secti

“ Committee” means the Compa’s Retirement Committee, or any successor comnafgeeinted by the Board to perfc
substantially similar function:

“ Company’ means the Tennant Company, a Minnesota corporatiahits successors and assigns, by merger, perohn
otherwise.

“ Compensatiol,” of an employee Participant for a Plan Year, mehedarticipar s Base Compensation, ST
Compensation, and LTIP Compensation for the Plaar.Y&€ompensation,bf a Director Participant for a Plan Year, me
the annual retainer and meeting fees earned bitieetor for the Plan Year for his or her serviessa member of the
Compan'’s Board.

“ Compensation Reduction Contributi” means a contribution to the Plan made IParticipant pursuant to a Defer
Election Agreement that the Participant enters with the Company. Compensation Reduction Contidimstshall be max
according to the terms of the Plan set forth intied.2.

“ Deferred Compensation Pldmmeans the Tennant Company Deferred Compensatém &s in effect prior to January 1,
2003.
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(13)

(14)

(15)

(16)

(17)

(18)

(19)

(20)

“ Deferral Election Agreemeritmeans the agreement described in Section 4.iohathe Participant designates the
amount of his or her Compensation, if any, thadthshe wishes to contribute to the Plan, the ptigooin which such
contribution is to be allocated between his orAerount A and Account B under the Plan, and ackedgés and agrees to
the terms of the Pla

“ Deferred Stock Unit means a unit of interest under the Plan entithri@articipant to receive a share of Stock atuaréut
date. A Deferred Stock Unit is not a present irdeire Stock. Accordingly, a Participant has no tigas a shareholder of 1
Company with respect to any Deferred Stock L

“ Director” means a member of the Comp’s Board who is not an employee of the Comp.

“ Eligible Employee” means any key employee of an Affiliate designdigdhe Committee who is a member of a select
group of management or highly compensated emplogktte Affiliate, within the meaning of Section81{2), 301(a)(3)
and 401(a)(1) of ERISA, and any Direct

“ Enrollment Perio” means the period designated by the Committee dwingh a Deferral Election Agreement may
entered into with respect to an Eligible Employe@&smpensation as described in Section 4.2. Gegetiah Enrollment
Period must end no later than the end of the caleyehr before the calendar year in which the sesvijiving rise to the
Compensation to be deferred are performed. As ibestin Section 4.2, an exception is made to #dgiirement for
individuals who first become eligible to participah the Plan, and may be made in the case of Casagien Reduction
Contributions from certain types of Incentive Comgation considered to be Performance-Based Comiamsas
determined by the Committee from time to tir

“ ERISA” means the Employee Retirement Income Security At8@4, as amended from time to time and any ssct
statute. References to an ERISA section shall bendd to be to that section or to any successtatosection

“ Excess Benefit Pla” means th“ Tennant Company Excess Benefit F” as in effect prior January 1, 20(

“ Highly-Compensated Employ(” has the same meaning as in the Profit Sharing




(21) “ Incentive Compensatic,” of a Participant, means the Particif's STIP or LTIP Compensatio

4
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(22) “ LTIP " means the Compa’s Lon¢-term Incentive Plan, as in effect from time to tir

(23) “ LTIP Compensation” of a Participant for a Plan Year, means the comgtenrs (payable in cash or Stock) under the L

in which the Participant vests under the LTIP dgitine Plan Yea

(24) “ Participan” means: (a) an Eligible Employee who has satisfied¢quirements set forth in Section 3.2; and o) any
other employee of the Company described in Se@&ibrwho has satisfied the requirement set fortBantion 3.2

(25) “ Pension Pla”” means th¢ Tennant Company Pension P” as in effect from time to timq

(26) “ PerformanceBased Compensatiohpf a Participant, means any Incentive Compensaticthe Participant where the

amount of, or entitlement to, the Incentive Compdios is contingent on the satisfaction of predglithed organizational
or individual performance criteria relating to afpemance period of at least 12 consecutive mointhighich the Participal
performs services. Organizational or individualfpenance criteria are considered pre-establishedtéblished in writing
by not later than 90 days after the commencemaitdgef service to which the criteria relate, pietl that the outcome is
substantially uncertain at the time the criteria @stablished. Performance-based compensationnmolaglé payment based
on performance criteria that are not approved byRbard, a compensation committee of the Boarthestockholders of
the Company

27) “ Plan” means the Tennant Company Executive Nonqualifiefdibexd Compensation Plan, as set forth hereinaanday
be amended from time to tim

(28) “ Plan Yea” means the J-month period commencing each January 1 and endenfptiowing December 3:
(29) “ Profit Sharing Plari means the “Tennant Company Profit Sharing PlathEmployee Stock Ownership Plan,” as may be
amended from time to tim
(30) “ Qualified Domestic Relations Ord” has the same meaning as in Section 414(p) of te.
(31) “ Qualified Plans” means the Profit Sharing Plan and the Pension
(32) “ Restatemer” means the Plan, as set forth her
5
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(33) “ Section 401(a)(17) Lim"” means the limit on the dollar amount of compensaifiat may be taken into account under
Qualified Plans under Section 401(a)(17) of the&C

(34) “ Section 401(K) Limi” means the limit on p-tax contributions that may be made by a hi-compensated employ:
under a plan described in Code Section 401(Kk)raswt of the application of the nondiscriminatiests under Section 401
(K)(3) of the Code

(35) “ Section 401(m) Limif’ means the limit on matching contributions thatynh@ made on behalf of a highly-compensated
employee under a plan described in Code Sectiom0ds a result of the application of the nondmanation tests under
Section 401(m)(2) and (3) of the Cor

(36) “ Section 402(g) Limi” means the limit on the amount of compensationniet be deferred by an individual on a-tax
basis under an arrangement described in Sectiofk)6flthe Code

(37) “ Section 415 Limi” means the limit on accruals for defined benefitgi@m plans and the limit on allocations for defir
contribution plans that are imposed by Sectiongi#)1&nd 415(c) of the Cod

(38) “ Separation from Servi¢” or “ Separate from Servi¢,” with respect to a Participant, means the Partit’s separatiol
from service with all Affiliates, within the meargrof Section 409A(a)(2)(A)(i) of the Code and tegulations thereunder.



Solely for these purpose, a Participant who israpleyee will be considered to have a Separatiom fé@rvice when the
Participant dies, retires, or otherwise has a testion of employment with all Affiliates. The emgloent relationship is
treated as continuing intact while the Particidardn military leave, sick leave, or other bonafidave of absence (such as
temporary employment by the government) if thequbdf such leave does not exceed six months,longfer, so long as
the individual’s rights to reemployment with ther@gany or any Affiliate is provided either by statatr by contract. If the
period of leave exceeds six months and the indaliduight to reemployment is not provided eithgrdpatute or contract,
the employment relationship is deemed to terminatéhe first date immediately following such six4mtio period. Whether
a termination of employment has occurred is basethe facts and circumstances. A Director is carsid to have a
Separation from Service when he or she ceasegfarmpeservices for the Company as a Director amd@bmpany does

not then anticipate that the Director will contirtoeperform services for the Company as a Direat@mployee

(39) “ STIP” means the Compa’s Shor-term Incentive Plan, as in effect from time to tir
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(40) “ STIP Compensatio,” of a Participant for a Plan Year, means the congt@nsearned by the Participant under the £
for the Plan Yeal

(42) “ Specified Employe” means ¢key employe” (as defined in Section 416(i) of the Code withogfarel to Section 416
(5)) with respect to the Company. For purposesdiean employee is a key employee if the employeetmthe
requirements of Section 416(1)(A)(i), (i) or (inf the Code (applied in accordance with the repra thereunder and
disregarding Section 416(i)(5)) at any time durihg 12-month period ending on December 31. If aqeis a key
employee as of this identification date, the pelisdreated as a Specified Employee for the 12-mpstiod beginning on
the first day of the fourth month following the id#ication date

(42) “ Stock” means the common stock, $.375 par value per gharsuch par value may be adjusted from timene)ti of the
Company.
(43) “ Stock SubAccount,” of a Participant, means a Sub-Account maintaimeder an Account for the benefit of the

Participant that is credited with Deferred Stocktlr

Section 2.2 Genderand Number Except as otherwise indicated by context, maseutrminology used herein also includes the
feminine and neuter, and terms used in the singoi#ar also include the plural.

ARTICLE 3. PARTICIPATION

Section 3.1 Who May Participate Participation in the Plan is limited to Eligienployees. The Committee shall have sole
discretion to determine whether an employee islayidle Employee. In addition, an employee of afilifte who is entiteld to receive a
benefit under Section 4.4 or Article 7 of the P&uall be a Participant with respect to such bengfitvided the employee is a member of a
select group of management or highly compensatgiogmes of the Affiliate, within the meaning of Seas 201(2), 301(a)(3) and 401(a)(1)
of ERISA, as determined by the Committee in it€dtion. The Committee may make such projectiorsstimates as it deems desirable in
applying the eligibility requirements, and its deténation shall be conclusive.

Section 3.2 Time and Conditionsf Participation An individual who satisfies the eligiblity reqaiments set forth in Section 3.1
shall become a Participant only upon his or hergl@amce with such terms and conditions as the Cdtammay from time to time establish
the implementation of the Plan, including but natited to, any condition the Committee may deenessary or appropriate for the Company
to meet its obligations under the Plan.
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Section 3.3 Notification. The Committee shall notify in writing each empeyand Director whom the Committee has determined i
its discretion to be an Eligible Employee and eikpthe rights, privileges and duties of participatin the Plan. The Committee shall provide
each Eligible Employee with a Deferral Election Agment so that the Eligible Employee may notifyGmenmittee of his or her intent to me
such contributions.

Section 3.4 Terminationand Suspension of Participatio@nce an individual has become a ParticipantérRtan, participation she
continue until the first to occur of: (a) paymentull of all benefits to which the Participanttus or her Beneficiary is entitled under the Plan;
or (b) the occurrence of the event specified iniBea.5, Article 5, or Article 7 that results iods of benefits




Section 3.5 Missing PersonsEach Participant and Beneficiary entitled to reedenefits under the Plan shall be obligatedetepk
the Company informed of his or her current adduess all Plan benefits that are due to be paitheParticipant or Beneficiary have been paid
to him or her. If the Company is unable to locte Participant or his or her Beneficiary for pugsf making a distribution, the amount of a
Participant’s benefits under the Plan that woulttovise be considered as non-forfeitable shalbbkeited effective one year after: (a) the last
date a payment of said benefit was made, if at [@a@s such payment was made; or (b) the first dggayment of said benefit was directed t
made by the Company pursuant to the terms of the, Hino payments have been made. If such p ésdocated after the date of such
forfeiture, the benefits for such Participant onBfciary shall not be reinstated hereunder.

Section 3.6 Relationship t@®ther Plans Participation in the Plan shall not preclude ipgration of the Participant in any other
fringe benefit program or plan sponsored by the gamy for which such Participant would otherwiseebgible. The terms of such other plan
or plans shall govern in determining the extenwlich the Participant's Compensation and Plan btnafe considered in determining
eligibility for, and the amount of, the benefit pided under such other program or plan.

ARTICLE 4. ESTABLISHMENT OF AND ENTRIES TO ACCOUNTS

Section 4.1 Establishmendf AccountsThe Company shall establish two Accounts undePthe for each Participant, termed
“Account A” and “Account B;” provided, however, thRirector Participants shall have only an Accoént

(a) Account A. Account A shall consist of: (i) all Compensatigaduction Contributions made to the Plan that gmti¢¥pant
elects to have allocated to Account A pursuantbeterral Election Agreement, adjusted for gaind Exsses thereon
pursuant to Section 4.5; and (ii) all contributionade by the Company to the Plan on behalf of #rédipant pursuant to
Section 4.3 or 4.4, adjusted for gains and logs@®06n pursuant to Section 4
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(b) Account B. Account B shall consist of all Compensation ReidmcContributions made to the Plan that the Pigkiat
elects to have allocated to Account B, adjustedyfons and losses thereon pursuant to Sectior

Notwithstanding anything in this Section 4.1 to toatrary, if a Participant enters into an electionsuant to Section 4.2 to reduce
some or all of the portion of LTIP Compensationesthise payable to him or her in Stock and receiahsStock at a later date under the Plan,
then the Stock shall be converted to Deferred Sthuks (as described in Section 4.2) which shaltiteglited to a Stock Sub-Account
established for the benefit of the Participant uritde Account or Accounts (Account A, Account Bbath) designated by the Participant in his
or her Deferral Election Agreement. The Stock Sulzgint shall consist of the Deferred Stock Unitslited to it from time to time.

Section 4.2 Compensation Reductid@ontributions. Each Eligible Employee may make Compensation Bi&mhu Contributions to
the Plan for a Plan Year according to the rule$as#t in this Section 4.2.

An Eligible Employee wishing to make a CompensafRaaluction Contribution under the Plan for a Plaaiyshall enter into a
Deferral Election Agreement during the Enrollmeati®d for the Plan Year. In order to be effectitres Deferral Election Agreement must be
completed and submitted to the Company at the éintkin the manner specified by the Committee, whiely be no later than the last day of
the Enrollment Period.

Notwithstanding anything in the preceding paragrpthe contrary, for the Plan Year in which anivitlial first becomes eligible 1
participate in the Plan, he or she may enter irdeferral Election Agreement within 30 days afterdr she first becomes eligible. In this case,
for Compensation that is earned based upon a sgzkpiérformance period where a Deferral Electiome&gnent is entered into in the first year
of eligibility but after the beginning of the sereiperiod, the Deferral Election Agreement willdeemed to apply to Compensation paid for
services performed subsequent to the date the laefelection Agreement is entered into if the Ded€Election Agreement applies to the
portion of the Compensation equal to the total amafithe Compensation for the service period mliétd by the ratio of the number of days
remaining in the performance period after the @acbver the total number of days in the perfornggperiod. In order to be effective, the
Deferral Election Agreement described in this peap must be completed and submitted to the Corenitithin 30 days after the Participant
first becomes eligible to participate. If the diilgi individual fails to complete a Deferral Electibgreement by such time, he or she may enter
into a Deferral Election Agreement during any seclieg Enrollment Period in accordance with thesulescribed in the preceding paragraph.
For purposes of the exception described in thiagraph, the term “Plan” shall mean the Plan andatingr plan required to be aggregated with
the Plan pursuant to Code Section 409A, and thelaggns and other guidance thereunder. Accordirifjn Eligible Employee has previou
been eligible to participate in a plan requirethécaggregated with the Plan, then the 30-day excegescribed in this paragraph shall not
apply to him or her.
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Except as specified in the prior paragraph antiénfollowing paragraph, a Deferral Election Agreeingill be effective to defer
Compensation earned after the Deferral Electiore@Agrent is entered into, and not before.

Deferral Election Agreements for Base Salary, ItivenCompensation other than Performance-Based @osgtion, if any, and
Director Compensation shall be completed and subdto the Company at the time described aboveghatlinarily applicable to Deferral
Election Agreements (subject to the exceptionridiiiduals who are newly eligible to participatBeferral Election Agreements for Incentive
Compensation that is Performance-Based Compensgtiglhbe completed and submitted to the Comparigteo than six months before the
end of the performance period for the Incentive @ensation. The Committee shall determine from tionégme whether an item of Incentive
Compensation is considered Performance-Based Caapien for these purposes, and when the DefereattiBh Agreement with respect to
such Incentive Compensation must be submitteda@dmpany.

The Deferral Election Agreement shall specify theoant of Compensation the Participant wishes tetdeducted from his or her
pay and contributed to the Plan by type and peaggntsubject to the following rules:

(@) Base CompensatiarEach employee Participant may elect to make apgémsation Reduction Contribution under the Plan
for a Plan Year in an amount equal to any wholegrage (up to 25%) of his or her Base Compensétiothe Plan Year,
determined on a pay period ba:

(b) STIP CompensatioiEach employee Participant may elect to make a Cosgtmn Reduction Contribution under the F
for a Plan Year in an amount equal to any wholegraiage (up to 100%) of his or her STIP Compensdtiothe Plan
Year.
(c) LTIP Compensation Each employee Participant may elect to make ageosation Reduction Contribution under the Plan

for a Plan Year in an amount equal to any wholegreage (up to 100%) of his or her LTIP Compensgdiio the Plan
Year (provided that the LTIP Compensation is Penfmmce-Based Compensation with respect to the Ramicfor such
Plan Year)

For Plan Years commencing before January 1, 20@7election to make a Compensation Reduction Gartian with
respect to LTIP Compensation may be made only espect to the cash portion of the Participant’$H. Compensation.
For Plan Years commencing on or after January @7 28 Participant may make a Compensation ReduCtigrribution
with respect to the Stock portion as well as thehqzortion of the Participant’s LTIP Compensati@rRarticipant who
wishes to make an election with respect to thelSpaction of his or her LTIP Compensation for arP¥ear shall specify
the percentage of shares of Stock in which he emsh vest during the Plan Year that he or shehessto have contributed
to the Plan. Only whole shares may be contributetlia the event that the election yields a fraclon
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share contribution, the Company shall round dowthéonearest whole share. Shares that a Partiaébects to contribute
the Plan in this manner shall be converted to DefeStock Units on a one to one basis (i.e., oneesdf Stock shall be
converted to one Deferred Stock Unit) as of the @at which such shares would otherwise have bestritdited to the
Participant. The Stock Units shall be held underRken in the Account (Account A or Account B) dgsited by the
Participant in his or her Deferral Election Agreermentil distributed to him or her pursuant to Akt 6.

(d) Director Compensation.

0] Annual Retaine. Each Director Participant may elect to make a @emsation Reduction Contribution under
Plan for a Plan Year in an amount equal to 0%, 50%00% of his or her annual retainer for such Maar.

(i) Meeting Fee. Each Director Participant may elect to make a @emsation Reduction Contribution under
Plan for a Plan Year in an amount equal to 0% @f4.0f his or her meeting fees for such Plan Y

An employee Participant shall specify in his or Beferral Election Agreement the proportions, geeentage, in which his or her
Compensation Reduction Contributions are to becatkd between his or her Account A and Account B.atticipant may elect to allocate any
percentage (from 0% to 100%) for this purpose.h&ttime an employee Participant first elects tocate a percentage of his or her
Contribution Reduction Contributions to an Accouhg Participant shall, as part of his or her DrafleElection Agreement, elect the manner of
distribution of the Account in accordance with $&ti.2, and with respect to his or her Accountt#, date on which distribution will
commence pursuant to Section 6.1. At the time addar Participant first enters into a Deferral Hiat Agreement under the Plan, the
Participant shall, as part of his or her Deferdalcion Agreement, elect the manner of distributibhis or her Account A in accordance with
Section 6.2.

In general, a Deferral Election Agreement shalldoee irrevocable as of the last day of the EnroliniRariod applicable to it.
However, if a Participant incurs unforeseeable emergen” as defined in Section 6.4.(d)(ii), or becomes kttito receive a hardsh



distribution pursuant to Treas. Reg. Sec. 1.401(K){3) under the Profit Sharing Plan after theddefl Election Agreement
otherwise becomes irrevocable, the Deferral Elactigreement shall be cancelled as of the date aohathe Participant is determined to have
incurred the unforeseeable emergency or beconggblelio receive the hardship distribution and maifer Compensation Reduction
Contributions will be made under it.
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Section 4.3 Discretionary ContributionsThe Company may from time to time, in its disinet make contributions to the Plan on
behalf of one or more Participants in additionhtose specified in Sections 4.2, above, and 4.4wbélhe Committee shall determine, in its
discretion, the Participants, if any, entitled tcls a contribution and the amount of each suchritrtion. A contribution on behalf of a
Participant pursuant to this Section 4.3 shallrieelited to the Account A of the Participant at tinee specified by the Committee in its
discretion.

Section 4.4 SupplementaProfit Sharing Plan Contribution€ach Plan Year, the Account A of each Participamt is also a
participant in the Profit Sharing Plan shall bedited with an amount equal to the amount in (a3 tee amount in (b), below:

€) The aggregate Profit Sharing Contributions and Kiatg Contribution that would have been allocateth®Participan

under the Profit Sharing Plan

0] The amount the Participant elected to contributdeuthe Profit Sharing Plan as a 401(k) Contributiad no
been reduced as a result of the application of@#g) Limit or 401(k) Limit;

(i) The Matching Contribution allocated to the Partéieipunder the Profit Sharing Plan had not beencedias :
result of the application of the 401(m) Lin

(i) The Participant’s Certified Earnings under the Ri®iaring Plan were not reduced as a result oafipication
of the 401(a)(17) Limit

(iv) The Participans Annual Additions under the Profit Sharing Plarreveot reduced as a result of the applicatic
the 415 Limit;

v) The amount of the Participant’s Base CompensatioihBonus contributed to the Plan which would haserb

included in the Participant’s Certified Earningslanthe Profit Sharing Plan but for such contributio the Plan
were included in Certified Earning

(b) The amount of Profit Sharing Contributions and Natg Contributions actually allocated to the Pgptat under the Prof
Sharing Plan for such Plan Ye
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(c) For purposes of Section 4.4(

0] If a Participant’s total 401(k) Contrithens to the Profit Sharing Plan for a particulaeyare less than the 402(g)
Limit, his or her Matching Contributions for thatar shall be determined on the basis of the 4@ ¢kiributions that the Participant
actually elects to be made to the Profit SharirapFtather than on the basis of the maximum 40C¢jtributions the Participant
could have elected to make), and on the matchingepéage rate actually received by the Participader the Profit Sharing Plan for
his or her 401(k) Contributions.

(ii) If a Participant’s total 401(k) Conttiions to the Profit Sharing Plan for a particylaar equal the 402(g) Limit,
his or her Matching Contributions for that yearlsha the amount he or she would have receiveddsuhe limits described in
Section 4.4(a), above, if he or she had made 4@dk}ributions to the Profit Sharing Plan equdiaiar percent of his or her
Certified Earnings (as adjusted pursuant to Sestb#a(a)(iii) and (v)), calculated using the petege rate actually received by the
Participant under the Profit Sharing Plan for hisier 401(k) Contributions.

(i) Any amount deferred from Base Compeéimsaor Incentive Compensation under the Plant{erRrior Plan or
Deferred Compensation Plan) that are subsequeaitytp the Participant shall be excluded from diediEarnings at the time of
payment. Performance Share payouts and deferralschfpayouts shall be excluded from Certified Eayat all times .

A contribution on behalf of a Participant pursutnthis Section 4.4 shall be credited to the Pigiitt's Account A at the time
specified by the Committee in its discretion. Forgmses of this Section 4.4, the ter*Matching Contributior” “Profit Sharing Contributio”



“401(k) Contribution,” “Annual Addition,” and “Ceified Earnings” shall have the same meaning akérProfit Sharing Plan, except
as otherwise specified in this Section 4.4.

Section 4.5 Crediting Rate

(a) In GeneralThe Committee shall designate the manner in waiBlarticipant’s Accounts are to be credited wing and
losses as described on Exhibit B hereto, which lkhiay be amended from time to time in the Comanit discretion. If the Committee
designates specific investment funds to serve @sdax for crediting gains and losses to a Pauricijs Accounts: (a) the Participant shall be
entitled to designate which such fund or fundsidialised to measure gains and losses on his érdeeunts in accordance with rules
established by the Committee; (b) the Participafitsounts will be credited with gains and losse# as/ested in such fund or funds in
accordance with the Participant’s designation &edtiles established by the Committee; and (cCithamittee may, in its sole discretion,
eliminate any investment fund or funds previoustgignated by it, substitute a new investment funidieds therefore, or add investment fund
or funds, at any time. If the Committee makes arghdnvestment funds available for this purpose,Gommittee shall have no obligation to
actually invest any amounts in any such investriamis.
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(b) Dividend Equivalents Credited to Deéer Stock Units On each date on which the Company pays a cagtedi (the
“dividend date”) a Participant’s Stock Sub-Acco(mt Stock Sub-Accounts as the case may be) shalldabted with an additional number of
Deferred Stock Units determined by dividing thelailoamount that the Corporation would have paid d&vidend if the Deferred Stock Units
held in the Participant’s Stock Account as of teeord date for the dividend were actual sharesafkXivided by the Fair Market Value of a
share of Stock on the dividend date. Appropriajasithents in the Stock Sukecount shall be made as equitably required togmedilution o
enlargement of the Sub-Account from any Stock dimidi Stock split, reorganization or other such coafe transaction or event. For purposes
hereof “Fair Market Value,” of a share of Stocksltlae same meaning as in the Tennant Company achendeRestated 1999 Stock Incentive
Plan.

ARTICLE 5. VESTING IN ACCOUNTS

A Patrticipant’s Accounts under the Plan shall b@%@ested at all times. Notwithstanding the prengdientence, if a Participant’s
employment with any Affiliate is terminated for Gay the Participant shall immediately forfeit amytiwn of his or her Account attributable to
contributions made by the Company pursuant to 8est#.3 and 4.4 (adjusted for gains and lossesdhguursuant to Section 4.5). For
purposes of the preceding sentence, the term “Cabs#i mean: (i) the Participant’s gross negligerfcaud, disloyalty, dishonesty or willful
violation of any law or significant policy or stadff/-law of an Affiliate, committed in connectiontithe position and resulting in a material
adverse effect on an Affiliate; or (ii) the Pantiant’s failure to substantially perform (for reasather than disability) the duties reasonably
assigned or appropriate to the position, in a maregsonably consistent with the practices in tigistry which failure results in a material
adverse effect on an Affiliate; provided, howewhat “Cause” will not include ordinary negligencefailure to act, whether due to an error in
judgment or otherwise, if the Participant has esext substantial efforts in good faith to perfoire tuties reasonably assigned or approp
to the position.

ARTICLE 6. DISTRIBUTION OF ACCOUNTS

Section 6.1 Benefit CommencemenDistribution of a Participant’s Account A shatirmmence to him or her within an
administratively practicable period of time follovg the date on which he or she has a Separation$®rvice. Distribution of a Participant’s
Account B shall commence to him or her at the dptified in his or her Deferral Election Agreementered into for the Plan Year in which
the Participant first allocates Compensation ReédndContributions to Account B. This date (the “sified distribution date”) must be at least
two years following the beginning of the Plan Yaawhich Compensation Reduction Contributions unliezount B commence. However, if
the Participant terminates employment prior togpecified distribution date, distribution of histeer Account B shall commence within an
administratively practicable period of time follawg his or her termination of employment, notwithsliag the Participant’s election to
commence distribution at the specified distributitzate.
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Section 6.2 Form of BenefiPayment A Participant shall elect the manner in whichreathis or her Accounts is to be distributed
from the available distribution options set foreidw:

€) a lump sum; o

(b) substantially equal quarterly installments oveedqul of years elected by the Participant (not egagy ten), with ths
Participant’s Account balance credited with gaind bpsses (and dividend equivalents, as the cagebs)gpursuant to



Section 4.5 during the payment peri

The election shall be made with respect to eacloecat the time the Participant first allocatesdni her Compensation Reduction
Contributions to the Account. Notwithstanding teefgoing, for contributions made pursuant to Secfi® and 4.4, if the Participant has not
yet elected the form of distribution of his or Wercount A prior to the Plan Year that he or shdqrens the services for the Company giv
rise to the contribution, the Committee shall sfyettie form of distribution at the time the Pantiant first has a legally binding right to the
contributions.

Notwithstanding anything in the Plan to the contratistributions from Stock Sub-Accounts shall bada in the form of Stock, with
each Stock Unit converted to a share of Stockeatithe of distribution; provided, however, that thempany may, in its discretion, withhold
such number of whole or partial shares of Stockifemy such distribution as it, in its discretioegchs necessary or desirable to satisfy any
applicable withholding requirements pursuant toti®acl1.5. All other distributions from the Plaraeditbe made in the form of cash.
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Section 6.3 Exception to Paymeifiterms. Notwithstanding anything in this Article 6 or aricipant’s Deferral Election Agreement
to the contrary, the following terms, if applicabddall apply to the payment of a Participant’s dwats.

€) Death

0] Death After Benefit Commencemein the event a Participant dies after distributod an Account has
commenced to him or her pursuant to Section 6d tlae Participant has elected to receive his obbeefits in the manner
described in paragraph (b) of Section 6.2, theiétaaint’'s remaining annual installments shall bilga the Participant’s
Beneficiary; provided, however, that if the Papsit’'s Beneficiary is the Participant’s estate, Pagticipant’s remaining
Account balance shall be paid to the estate iffidima of a lump sum. If a Beneficiary (other thae farticipant’s estate)
should die while further payments are due, and afiging received at least one payment, such fughgments shall be
made to any person designated by the Participaem atternate surviving Beneficiary, or, in theetise of an alternate
surviving Beneficiary, the remaining Account balarshall be paid to the estate of the deceased Bemgfin the form of a
lump sum.

(ii) Death Prior to Benefit Commencemeint the event a Participant dies prior to the aetevhich
distribution of an Account has commenced to hirher pursuant to Section 6.1, the Participant’s Aiatshall be paid to
the Participant’s Beneficiary in a lump sum as sasmdministratively reasonable following the Rgptint’'s death.

(iii) Designation by Participanttach Participant has the right to designate psiraad contingent
Beneficiaries for death benefits payable undePiam. Such Beneficiaries may be individuals ortdar the benefit of
individuals. A Beneficiary designation by a Paget shall be in writing on a form acceptable ® @ommittee and shall
only be effective upon delivery to the Company. énBficiary designation may be revoked by a Paditi@t any time by
delivering to the Company either written notica@focation or a new Beneficiary designation forrhe Beneficiary
designation form last delivered to the Companymoahe death of a Participant shall control.
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(iv) Failure to Designate Beneficiarin the event there is no Beneficiary designatiorfile with Company
at the Participant’s death, orafl Beneficiaries designated by a Participant haregleceased the Participant, the Benefic
shall be the beneficiary designated by the Pagitijpnder the Company’s group life insurance pnogiéa Beneficiary
has not been designated under Company’s grouméfgance program, the Beneficiary shall be thei¢aant’s spouse,
and if there is no spouse, the Beneficiary shathleeParticipant’s estate.

(b) Delay in Distributions

0] If the Participant is a Specified Empégy any Plan distribution of the Participant’s Agets that are
otherwise to commence on the Participant’'s Semarditom Service shall commence as soon as adnatiigtlty reasonable
after the six month anniversary of the Participau@éparation from Service, or if earlier, the Rgytint’s death. In such
event, the first payment due the Participant shalude any payments that would have been paibldédarticipant unde



the Plan, but for the application of this paragrégki).

(ii) The Company shall delay the distributimina Participant’s Accounts otherwise requirethéadistributed
under the Plan if, and to the extent that, the Cangpreasonably anticipates that the Company’s dexfuwith respect to
such distribution otherwise would be limited omnghated by application of Section 162(m) of the €dd such event, the
distribution will be made at the earliest date drichi the Company reasonably anticipates that tdecten of the
distribution will not be limited or eliminated bye8tion 162(m) of the Code.

(i)  The Company shall delay the distributioha Participant’s Accounts otherwise requiretbéadistributed
under the Plan if, and to the extent that, the Cagpreasonably anticipates that the making of theildution would
violate Federal securities laws or other applicddle In such event, the distribution will be matehe earliest date on
which the Company reasonably anticipates that thkimg of the distribution will not cause such alatmn.
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(c) Acceleration of DistributionsAll or a portion of a Participant's Accounts mlag distributed at an earlier time and

in a different form than specified under the ppoovisions of this Article 6:

0] As may be necessary to fulfill a QuadiDomestic Relations Order or a certificate okdtiture (as
defined in Code Section 1043(b)(2)).

(i) If the Participant or Beneficiary has anforeseeable emergency. For these purposes &régaeable
emergency” is a severe financial hardship of theidtgant or Beneficiary, resulting from an illnessaccident of the
Participant or Beneficiary, the Participant’s omBéciary’s spouse, or the Participant’s or Beriafi¢s dependent (as
defined in Section 152(a) of the Code), loss ofRBeticipant’s or Beneficiarg’ property due to casualty (including the n
to rebuild a home following damage to a home nbentise covered by insurance, for example, notrasalt of a natural
disaster); or other similar extraordinary and uesgeable circumstances arising as a result of €begbnd the control of
the Participant or Beneficiary. For example, theniment foreclosure of or eviction from the Partarip's or Beneficiary’s
primary residence may constitute an unforeseeabrgency. In addition, the need to pay for medésglenses, including
non-refundable deductibles, as well as for the cbptescription drug medication, may constituteuaforeseeable
emergency. Finally, the need to pay for funeraleeges of a spouse or a dependent (as definedtiois&62(a) of the
Code) may also constitute an unforeseeable emergErcept as otherwise provided in this paragral(ii), the purchase
of a home and the payment of college tuition ateunforeseeable emergencies. Whether a ParticggeBeneficiary is
faced with an unforeseeable emergency permittidigtabution under this paragraph (d)(ii) is todetermined based on
relevant facts and circumstances of each caseinbamy case a distribution on account of an urdeeable emergency may
not be made to the extent that such emergencyrisagrbe relieved through reimbursement or comp@arsfbm insuranc
or otherwise, by liquidation of the Participantssats, to the extent the liquidation of such assetsd not cause severe
financial hardship, or by cessation of CompensaReduction Contributions.
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Distributions because of an unforeseeable emergasy be limited to the amount reasonably necegsary
satisfy the emergency need (which may include ansooecessary to pay any Federal, state, or locahie taxes or
penalties reasonably anticipated to result fromdikzibution). Determinations of the amounts reediy necessary to
satisfy the emergency need must take into accaynadditional compensation that is available duthéParticipant’s
cancellation of a Deferral Election Agreement duenforeseeable emergency pursuant to Section 4.2.

ARTICLE 7. PENSION PLAN SUPPLEMENTAL BENEFIT

Benefits that would have accrued under Article thefPlan, as in effect prior to this Restatemieut for the fact that they accrue or
vest on or after January 1, 2005, shall accrue niaahel be subject to, the following terms:

@

(b)

Such benefit shall accrue according to the sammautar as set forth in Article 7 of the Plan as ifeef prior to the
Restatemen

Notwithstanding paragraph (b), abo

0] Distributions to a Specified Employee that are pilige to commence on the Participant’s Separatiom f



Service shall commence as soon as administratreaelsonable after the six month anniversary of dréid®pants
Separation from Service, or if earlier, the Papeit's death. In the case of such delay, the ammfugdch
periodic payment to the Participant shall be adallgrincreased to reflect the dele

(i) The Company shall delay the distribution of anydfgérunder this Article 7 if, and to the extent thihe
Company reasonably anticipates that the Comparedsiction with respect to such distribution otheenigould
be limited or eliminated by application of Sectib®2(m) of the Code. In such event, the distributidlhbe made
at the earliest date on which the Company reasygraatticipates that the deduction of the distribuitiall not be
limited or eliminated by Section 162(m) of the Co

(i) The Company shall delay the distribution of anydfggrunder this Article 7 if, and to the extent thihe
Company reasonably anticipates that the makingefitstribution would violate Federal securitiessaor other
applicable law. In such event, the distributionl\lwvé made at the earliest date on which the Compaaonably
anticipates that the making of the distributionlwidt cause such a violatio
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(iv) All or a portion of any benefit under this Articfemay be distributed at an earlier time or in défg form than
otherwise required under the Plan as may be negesstulfill a Qualified Domestic Relations Order a
certificate of divestiture (as defined in Code 8etfl043(b)(2))

ARTICLE 8. FUNDING

Section 8.1 Source of BenefitsAll benefits under the Plan shall be paid whea Hdy the Company out of its assets. Any amoun
aside by the Company for payment of benefits utideiPlan are the property of the Company.

Section 8.2 No Claim onSpecific Assets No Participant or Beneficiary shall be deemetawe, by virtue of being a Participant or
Beneficiary in the Plan, any claim on any spedafisets of the Company such that the ParticipaBepeficiary would be subject to income
taxation on his or her benefits under the Planrgddistribution and the rights of Participantsl 8eneficiaries to benefits to which they are
otherwise entitled under the Plan shall be thossnainsecured general creditor of the Company.

ARTICLE 9. ADMINISTRATION AND FINANCES

Section 9.1 Administration. The Plan shall be administered by the Commiffée. Company shall bear all administrative costs of
the Plan other than those specifically chargedRaricipant or Beneficiary.

Section 9.2 Powers of Committeeln addition to the other powers granted undeRla@, the Committee shall have all powers
necessary to administer the Plan, including, withimitation, powers:

(a) to interpret the provisions of the Ple
(b) to establish and revise the method of accountinghi® Plan and to maintain the Accounts;
(c) to establish rules for the administration of tharPand to prescribe any forms required to adminthee Plan
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Section 9.3 Actions ofthe Committee The Committee (including any person or entitwttom the Committee has delegated duties,
responsibilities or authority, to the extent oflsutelegation) has total and complete discretioaatiority to determine conclusively for all
parties all questions arising in the administrattbthe Plan, to interpret and construe the terfrii@Plan, and to determine all questions of
eligibility and status of employees, Participamntsg 8eneficiaries under the Plan and their respedtiterests. Subject to the claims procedures
of Section 9.7, all determinations, interpretationdes and decisions of the Committee (includimgse made or established by any person or
entity to whom the Committee has delegated dutesponsibilities or authority, if made or estabdidipursuant to such delegation) are
conclusive and binding upon all persons havingl@iming to have any interest or right under thenPla

Section 9.4 Delegation The Committee, or any officer or other employéthe Company designated by the Committee, shak ha
the power to delegate specific duties and respiitisib to officers or other employees of the Comypar other individuals or entities. Any
delegation may be rescinded by the Committee atime. Each person or entity to whom a duty or resgality has been delegated shall




responsible for the exercise of such duty or residlity and shall not be responsible for any actadlure to act of any other person
or entity.

Section 9.5 Reports and Record§he Committee, and those to whom the Committsedletegated duties under the Plan, shall keep
records of all their proceedings and actions aradl sfaintain books of account, records, and otla¢a @s shall be necessary for the proper
administration of the Plan and for compliance veéifiplicable law.

Section 9.6 Valuation of Accountsind Account Statement#\s of each valuation date, the Committee shallstdhe previous
Account balances of each Participant for Compeosaieduction Contributions, Company contributionsspant to Sections 4.3 and 4.4, if
any, forfeitures, distributions, and investmeningaand losses, including dividend equivalents. Althation date,” for these purposes, is the last
day of each calendar quarter, and such other datdsee Committee may designate from time to timiesidiscretion. The Committee shall
provide each Participant with a statement of hisarAccount balances at least annually.

Section 9.7 Claims ProcedureThe following shall apply with respect to theiola of Participants for benefits under the Plare Th
Committee shall notify a Participant in writing tiih 90 days of the Participant’s written applicatfor benefits of his or her eligibility or
noneligibility for benefits under the Plan. If tB®mmittee determines that a Participant is noitdbgor benefits or full benefits, the notice
shall set forth: (a) the specific reasons for sdehial; (b) a specific reference to the provisiéthe Plan on which the denial is based; (c) a
description of any additional information or ma#tmecessary for the claimant to perfect his ordtem, and a description of why it is needed;
and (d) an explanation of the Plan’s claims reyigacedure and other appropriate information abécsteps to be taken if the Participant
wishes to have his or her claim reviewed. If thenGottee determines that there are special circumstarequiring additional time to make a
decision, the Committee shall notify the Participafithe special circumstances and the date bywhidecision is expected to be made, and
may extend the time for up to an additional 90-pesiod. If a Participant is
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determined by the Committee to be not eligibletfenefits, or if the Participant believes that halwe is entitled to greater or different benefits,
the Participant shall have the opportunity to hiaigeor her claim reviewed by the Committee by §lim petition for review with the Committee
within 60 days after receipt by the Participantted notice issued by the Committee. If a Particigires not appeal on time, the Participant
lose the right to appeal the denial and the righiilé suit under ERISA, and the Participant witivie failed to exhaust the Plan’s internal
administrative appeal process, which is generaflyeaequisite to bringing suit. Said petition ststdite the specific reasons the Participant
believes he or she is entitled to benefits or great different benefits. Within 60 days after riptéy the Committee of said petition, the
Committee shall afford the Participant (and thetiBipant’s counsel, if any) an opportunity to present hikarposition to the Committee ore

or in writing, and said Participant (or his or lveunsel) shall have the right to review the perttrdocuments, and the Committee shall notify
the Participant of its decision in writing withiaid 60€day period, stating specifically the basis of sdgdision written in a manner calculatec
be understood by the Participant and the speaifigipions of the Plan on which the decision is basie because of the need for a hearing, the
60-day period is not sufficient, the decision maydeferred for up to another 60-day period at teetien of the Committee, but notice of this
deferral shall be given to the Participdntthe event an appeal of a denial of a claim for énefits is denied, any lawsuit to challenge the
denial of such claim must be brought within one yeaof the date the Committee has rendered a final de#sion on the appeal.

ARTICLE 10. AMENDMENTS AND TERMINATION

Section 10.1 Amendments The Company, by action of the Committee, may airtha Plan, in whole or in part, at any time and
from time to time. The Vice President of Human Reses may amend the Plan, without approval or aizthibon of the Board or the
Committee, provided that any such amendment: (e} dot materially increase the cost of the PlaheadCompany; or (b) is required in order
to comply with the law, in which case the Vice Rdeat of Human Resources shall amend the Plandh swanner as he or she deems nece
or desirable to comply with the law. The Commitséall from time to time specify, by resolution, ttréteria to be used by the Vice President
of Human Resources in determining whether an amentdmaterially increases the cost of the PlaneéadGbmpany. No amendment may be
effective to eliminate or reduce any Account baéa(ather than as may result from a change in Plaestments pursuant to Section 4.5), or
benefit that has accrued pursuant to Article 7emined as of the date of such amendment, of articipant or of any Beneficiary then
eligible for benefits without such Participant’sBeneficiary’s consent. Any Plan amendment shafilbd with the Plan documents.
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Section 10.2 Termination. The Company expects the Plan to remain in plagenecessarily must, and hereby does, reservegttt
to terminate the Plan at any time by action ofleard. Upon termination of the Plan, all Compemsaikeduction Contributions and Company
contributions will cease and no future CompensaReduction Contributions or Company contributiori e made, and all benefit accruals
under Article 7 will cease. Termination of the P&rall not operate to eliminate or reduce any Aottalance, or benefit that has accrued
pursuant to Article 7, determined as of the datsumh termination, of any Participant or of any &fésiary then eligible for benefits, witho




such Participant’s or Beneficiary’s consent. If Blan is terminated, payments from the AccountlidParticipants and Beneficiaries
shall be made at the time and in the manner spddifi Article 6.

Notwithstanding the foregoing, the Board of Direstmay, in its discretion, terminate the Plan witBD days preceding or 12 mon
following a Change in Control; provided that albstantially similar arrangements sponsored by the@ny or an Affiliate are also
terminated at such time, so that Participants #ingheticipants under substantially similar arramgmts are required to receive all amounts of
compensation deferred under the terminated arraagemvithin 12 months of the date of terminationhaf arrangements.

ARTICLE 11. MISCELLANEOUS

Section 11.1 No Guaranteef Employment Neither the adoption and maintenance of the Rtarthe execution by the Company of
a Deferral Election Agreement with any Participsimall be deemed to be a contract of employmentdeivthe Company and any Participant.
Nothing contained herein shall give any Particigamtright to be retained in the employ of the Campor to interfere with the right of tl
Company to discharge any Participant at any tiroeshall it give the Company the right to requing &articipant to remain in its employ or
interfere with the Participant’s right to termindtis or her employment at any time.

Section 11.2 Release Any payment of benefits to or for the benefidParticipant or a Participant’s Beneficiaries ikahade in
good faith by the Company in accordance with then@any’s interpretation of its obligations hereunsleall be in full satisfaction of all claims
against the Company for benefits under the Plahd@xtent of such payment.

Section 11.3 Notices. Any notice permitted or required under the Plaalldbe in writing and shall be hami#livered or sent, posta
prepaid, by first class mail, or by certified ogigtered mail with return receipt requested, tdhlibe office of the Committee and the office of
the General Counsel of the Company, if to the Campar to the address last shown on the recortlseo€ompany, if to a Participant or
Beneficiary. Any such notice shall be effectiveofshe date of hand-delivery or mailing.

Section 11.4 Nonalienation No benefit payable at any time under the Plafi Beasubject in any manner to alienation, sakmdfer
assignment, pledge, levy, attachment, or encumbrahany kind by any Participant or Beneficiary.

Section 11.5 Withholding. The Company may withhold from any payment of figher other compensation payable to a Partici
or Beneficiary such amounts as the Company detesrane reasonably necessary to pay any taxesearantiounts required to be withheld
under applicable law.
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Section 11.6 Captions Article and section headings and captions areigeal for purposes of reference and conveniencg amd
shall not be relied upon in any way to construéinge modify, limit, or extend the scope of any yigion of the Plan.

Section 11.7 Binding Agreement This Plan shall be binding on the parties herétair heirs, executors, administrators, and
successors in interest.

Section 11.8 Invalidity of Certain Provisions If any provision of the Plan is held invalid arenforceable, such invalidity or
unenforceability shall not affect any other proeisof the Plan and the Plan shall be construeceafatced as if such provision had not been
included. The Plan is intended to comply in fornd aperation with Section 409A of the Code, andIdl&akconstrued accordingly. If any
provision of the Plan does not conform to the rezgaients of Section 409A, the Plan shall be condtamel enforced as if such provision had
not been included.

Section 11.9 No Other AgreementsThe terms and conditions set forth herein, togretith Exhibits A and B hereto and the
Deferral Election Agreements entered into betwéenGompany and Participants, constitute the eatiderstanding of the Company and the
Participants with respect to the matters addrelsesin.

Section 11.10 Incapacity. In the event that any Participant is unable te éar his or her affairs because of illness olident, any
payment due may be paid to the Participant’s spqesent, brother, sister or other person deemetidZommittee to have incurred expenses
for the care of such Participant, unless a dulylifige guardian or other legal representative hesrbappointed.

Section 11.11 Counterparts This Plan may be executed in any number of copatés, each of which when duly executed by the
Company shall be deemed to be an original, budfaithich shall together constitute but one instratneshich may be evidenced by any
counterpart.

Section 11.12 Participating Affiliates Any Affiliate may adopt the Plan with the pernm@sof the Company and according to such
rules as may be established from time to time byGbmpany in its discretion, and thereby becomgaatitipating affiliate” in the Plan.

Section 11.13 Applicable Law. The Plan and all rights hereunder shall be gaeby and construed according to the laws of the
State of Minnesota, except to the extent such Ene@preempted by the laws of the United Statesnoérica.




Dated:

TENNANT COMPANY

By

Its
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EXHIBIT A

Change in Control Events
(from Proposed Treasury Regulations, Section 1.4098(g)(5)(v), (vi) and (vii))

(5) Change in the ownership or effective controh@rporation, or a change in the ownership ofilasgtantial portion of the assets of a
corporation.

(i) In general. Pursuant to section 409A(a)(2)(A)@n arrangement may permit a payment upon therpmece of a change in the ownership of
the corporation (as defined in paragraph (g)(5f+this section), a change in effective controthad corporation (as defined in paragraph (9)(5)
(vi) of this section), or a change in the ownersifia substantial portion of the assets of the @@iion (as defined in paragraph (g)(5)(vii) of
this section) (collectively referred to as a chaimgeontrol event). To qualify as a change in colngévent, the occurrence of the event must be
objectively determinable and any requirement thgt@ther person, such as a plan administrator arcbof directors compensation committee,
certify the occurrence of a change in control eveust be strictly ministerial and not involve arigatetionary authority. The arrangement may
provide for a payment on any change in control vemd need not provide for a payment on all swamnts, provided that each event upon
which a payment is provided qualifies as a changmntrol event. For rules regarding the abilitytte# service recipient to terminate the
arrangement and pay amounts of deferred compenagtimn a change in control event, see paragrag®)(hiji)(B) of this section.

(ii) Identification of relevant corporation.
(A) In general. To constitute a change in contkarg as to the service provider, the change inrobavent must relate to—
(1) The corporation for whom the service provideperforming services at the time of the changmintrol event;

(2) The corporation that is liable for the paymehthe deferred compensation (or all corporatidaislié for the payment if more than one
corporation is liable); or

(3) A corporation that is a majority shareholderaaforporation identified in paragraph (g)(5)(ii)(®) or (2) of this section, or any corporation
in a chain of corporations in which each corporai®a majority shareholder of another corporatiothe chain, ending in a corporation
identified in paragraph (9)(5)(ii))(A)(1) or (2) ttis section.

(B) Majority shareholder. For purposes of this gaaah (g)(5)(ii), a majority shareholder is a shatder owning more than 50 percent of the
total fair market value and total voting power o€k corporation.
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(C) Example. The following example illustrates thées of this paragraph (9)(5)(ii):

Example Corporation A is a majority shareholder of CorpmmatB, which is a majority shareholder of CorparatiC. A change in ownership
Corporation B constitutes a change in control et@service providers performing services for Cogpion B or Corporation C, and to service
providers for which Corporation B or Corporatiorisolely liable for payments under the plan (feample, former employees), but is not a
change in control event as to Corporation A or atimer corporation of which Corporation A is a méjoshareholder. Notwithstanding the
foregoing, a sale of Corporation B may constitutéralependent change in control event for Corpona#i, Corporation B and Corporation C
the sale constitutes a change in the ownershipsabatantial portion of Corporation A’s assets (s@agraph (g)(5)(vii) of this section).

(iii) Attribution of stock ownership. For purposegparagraph (g)(5) of this section, section 31&f®)lies to determine stock ownership. Stock
underlying a vested option is considered ownechkyinidividual who holds the vested option (anddfoek underlying an unvested option is
not considered owned by the individual who holdsdhvested option). For purposes of the precedinteace, however, if a vested option is
exercisable for stock that is not substantiallyteegas defined by 81.83-3(b) and (j)), the stoo##arlying the option is not treated as owned by
the individual who holds the optio



(iv) Special rule for certain delayed payments pardg to a change in control event. Compensatioalgaypursuant to the purchase by the
service recipient of service recipient stock otagls right held by a service provider, or paymenamounts of deferred compensation
calculated by reference to the value of servicgiest stock, may be treated as paid at a spedifieel or pursuant to a fixed schedule in
conformity with the requirements of section 4094did on the same schedule and under the same aehsonditions as payments to
shareholders generally pursuant to a change inaa@itent described in paragraph (g)(5)(v) of #éstion (change in the ownership of a
corporation) or as payments to the service recigamsuant to a change in control event describgzhragraph (g)(5)(vii) of this section
(change in the ownership of a substantial portioa corporation’s assets), and any amounts paisiaimt to such a schedule and such terms
and conditions will not be treated as violating ithigal or subsequent deferral elections rulegh®mextent that such amounts are paid not later
than five years after the change in control event.

(v) Change in the ownership of a corporation.

(A) In general. For purposes of section 409A, angeain the ownership of a corporation occurs ordttte that any one person, or more than
one person acting as a group (as defined in pgsad(5)(v)(B) of this section), acquires ownepsbf stock of the corporation that, together
with stock held by such person or group, constitmere than 50 percent of the total fair market@adr total voting power of the stock of such
corporation. However, if any one person, or moenthne person acting as a group, is considerednoore than 50 percent of the total fair
market value or total voting power of the stockaaforporation, the acquisition of additional stbgkthe same person or persons is not
considered to cause a change in the ownershipeafdtporation (or to cause a change in the effeantrol of the corporation (within the
meaning of paragraph (g)(5)(vi) of this sectiod)). increase in the percentage of stock
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owned by any one person, or persons acting asupgas a result of a transaction in which the c@afion acquires its stock in exchange for
property will be treated as an acquisition of stfmkpurposes of this section. This section appliely when there is a transfer of stock of a
corporation (or issuance of stock of a corporatem) stock in such corporation remains outstandftey the transaction (see paragraph (g)(5)
(vii) of this section for rules regarding the tréersof assets of a corporation).

(B) Persons acting as a group. For purposes ofymgh (g)(5)(v)(A) of this section, persons willtii® considered to be acting as a group
solely because they purchase or own stock of time sarporation at the same time, or as a restiteofame public offering. However, persons
will be considered to be acting as a group if taeyowners of a corporation that enters into a erepnsolidation, purchase or acquisition of
stock, or similar business transaction with thepoeation. If a person, including an entity, ownsc&tin both corporations that enter into a
merger, consolidation, purchase or acquisitiont@gls or similar transaction, such shareholdepissidered to be acting as a group with other
shareholders in a corporation prior to the trarigagjiving rise to the change and not with respet¢he ownership interest in the other
corporation. See §1.280G-1, Q&A-27(d), Example 4.

(vi) Change in the effective control of a corpooati

(A) In general. For purposes of section 409A, nttstanding that a corporation has not undergor@age in ownership under paragraph (g)
(5)(v) of this section, a change in the effectivatcol of a corporation occurs only on the date gidher—

(1) Any one person, or more than one person aeténg group (as determined under paragraph (g)(B)(ef this section), acquires (or has
acquired during the 12-month period ending on #ite @f the most recent acquisition by such persgesons) ownership of stock of the
corporation possessing 35 percent or more of tta voting power of the stock of such corporation;

(2) A majority of members of the corporation’s baaf directors is replaced during any 12-monthgehby directors whose appointment or
election is not endorsed by a majority of the mernioé the corporation’s board of directors priothie date of the appointment or election,
provided that for purposes of this paragraph (§Y(XA) the term corporation refers solely to tldevant corporation identified in paragraph (g)
(5)(ii) of this section, for which no other corptican is a majority shareholder for purposes of theagraph (for example, if Corporation A is a
publicly held corporation with no majority sharettet, and Corporation A is the majority shareholfe€orporation B, which is the majority
shareholder of Corporation C, the term corporatorpurposes of this paragraph (g)(5)(vi)(A)(2) udrefer solely to Corporation A).

(B) Multiple change in control events. A changeffective control also may occur in any transactiowhich either of the two corporations
involved in the transaction has a change in comtveht under paragraphs (g)(5)(v) or (g)(5)(viitlus section. Thus, for example, assume
Corporation P transfers more than 40 percent ofdtse gross fair market value of its assets topBoation O in exchange for 35 percent of O’s
stock. P has undergone a change in ownership wistantial portion of its assets under paragrap)ii) of this section and O has a change
in effective control under this paragraph (g)(5)@fi this section.
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(C) Acquisition of additional control. If any onefson, or more than one person acting as a grswupnisidered to effectively control a
corporation (within the meaning of this paragragi{g)(vi)), the acquisition of additional contrdl thhe corporation by the same persor



persons is not considered to cause a change effdetive control of the corporation (or to causeshange in the ownership of the corporation
within the meaning of paragraph (g)(5)(v) of théston).

(D) Persons acting as a group. Persons will nainsidered to be acting as a group solely becéasepurchase or own stock of the same
corporation at the same time, or as a result osémee public offering. However, persons will besidared to be acting as a group if they are
owners of a corporation that enters into a mermgarsolidation, purchase or acquisition of stocksiorilar business transaction with the
corporation. If a person, including an entity, oveteck in both corporations that enter into a mergensolidation, purchase or acquisition of
stock, or similar transaction, such shareholdepissidered to be acting as a group with other $ladders in a corporation only with respect to
the ownership in that corporation prior to the s@etion giving rise to the change and not with eespo the ownership interest in the other
corporation. See §1.280G-1, Q&A-27(d), Example 4.

(vii) Change in the ownership of a substantial iporbf a corporation’s assets.

(A) In general. Change in the ownership of a sutigthportion of a corporation’s assets. For pugsosf section 409A, a change in the
ownership of a substantial portion of a corpord@ssets occurs on the date that any one persamre than one person acting as a group (as
determined in paragraph (g)(5)(v)(B) of this set}j@mcquires (or has acquired during the h?nth period ending on the date of the most re¢
acquisition by such person or persons) assets thercorporation that have a total gross fair mavietde equal to or more than 40 percent of
the total gross fair market value of all of theeas®f the corporation immediately prior to suchuasition or acquisitions. For this purpose,
gross fair market value means the value of thetasdehe corporation, or the value of the asseisddisposed of, determined without regard
to any liabilities associated with such assets.

(B) Transfers to a related person.

(1) There is no change in control event underghiggraph (g)(5)(vii) when there is a transferrieeatity that is controlled by the shareholders
of the transferring corporation immediately aftee transfer, as provided in this paragraph (g){®}B). A transfer of assets by a corporation is
not treated as a change in the ownership of susdtal the assets are transferred to—

(i) A shareholder of the corporation (immediategfdre the asset transfer) in exchange for or végipect to its stock;
(i) An entity, 50 percent or more of the total walor voting power of which is owned, directly ndirectly, by the corporation;

(iii) A person, or more than one person acting gsoap, that owns, directly or indirectly, 50 perter more of the total value or voting power
of all the outstanding stock of the corporation; or
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(iv) An entity, at least 50 percent of the totalueaor voting power of which is owned, directlyindirectly, by a person described in paragraph
(9)(5)(vii)(B)(2)(iii) of this section.

(2) For purposes of this paragraph (g)(5)(vii)(Bpi@xcept as otherwise provided, a person’s statstermined immediately after the transfer
of the assets. For example, a transfer to a catiparen which the transferor corporation has no evghip interest before the transaction, but
which is a majority-owned subsidiary of the tramsfecorporation after the transaction is not trdate a change in the ownership of the assets
of the transferor corporation.

(C) Persons acting as a group. Persons will nabbeidered to be acting as a group solely beclesepurchase assets of the same corporatior
at the same time. However, persons will be coneitlés be acting as a group if they are ownersaafrporation that enters into a merger,
consolidation, purchase or acquisition of assetsimilar business transaction with the corporatiba person, including an entity shareholder,
owns stock in both corporations that enter intoemgar, consolidation, purchase or acquisition eéts or similar transaction, such shareholder
is considered to be acting as a group with otharedtolders in a corporation only to the extenhefa@wnership in that corporation prior to the
transaction giving rise to the change and not vaipect to the ownership interest in the otheraaton. See 1.280G-1, Q&A-27(d), Example
4.

29




Table of Contents
EXHIBIT B

Method of Crediting Gains and Losses to Accounts
(Plan Section 4.5)

Until and unless changed by the Committee or ther@pursuant to a resolution:
A Patrticipant’s Accounts will be credited with inést on a monthly basis. The applicable rate @fréett for a Plan Year

will be specified by the Executive Compensation @uttee of the Board at its last meeting immediafeipr to the
commencement of the Plan Year. The rate will be(@h@ercentage point over the U.S. 10-year Trealsand rate.
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Exhibit 10.17
TENNANT COMPANY

2007 STOCK INCENTIVE PLAN

Certificate Evidencing Deferred Stock Units

Name of Holder: «First Name Last Nan»
No. of Units: «kDSU_Share» Date of Grant:
Payment Date:

This Certificate evidences deferred stock unitsnits)) granted to the individual identified abovihg “Holder”) pursuant to the Tenn:
Company 2007 Stock Incentive Plan (the “Plan”) endn Agreement between Tennant Company (the “Cagipand the Holder, effective
of the date of grant specified above.
Recitals
WHEREAS, the Company maintains the Plan; and

WHEREAS, pursuant to the Plan, the Compensation r@itkee (“Committee”)of the Board of Directors has the authority to €
Units in payment of awards granted under the Riad;

WHEREAS, the Committee has determined that the étdiés earned an award under the Plan and thatseaid should be paid
Units in lieu of cash as authorized by Sectiondf.the Plan;

NOW, THEREFORE, the Company hereby grants Unite¢oHolder under the terms and conditions as falow

Terms and Conditions

1. Grant . The Holder is granted the number of Units spedifit the beginning of this Agreeme

2. Fair Market Value of Units . The fair market value of a Unit subject to thigréement shall at all times be equal to the fairkei
value of a share of common stock of the Companyyake $.375 per share (“Common Stocldr purposes of this Agreement,
fair market value of a share of Common Stock giexiied date shall mean the closing sale prica sifiare of Common Stock on
date immediately preceding such date, or, if ndisale shall have occurred on that date, on theprexeding day on which a s
occurred, on the principal market for the Commaockst

3. Payment of Benefits.

€) Generally . Payment of Units subject to this Agreement sballmade by the Compasydelivering shares
Common Stock having a fair market value at the dafgayment, equal in the aggregate to the fairketavalue at such date of si
Units; provided, however, that the amount payablshares of Common Stock shall be reduced by ammaihmecessary to cover:
Company’s tax withholding obligation or as othemvigovided in Section 5.

(b)  Timing. Units subject to this Agreement shall be paidtanearlier of the payment date specified at thgriveng o
this Agreement, the Holder’s death, or the Holgleéermination of employment with the Company (wikethy reason of Disabilit
Retirement, voluntary termination, or involuntagyrhination with or without cause). Payments made tudeath or termination
employment shall be paid on the fifth business fd#lgwing such termination of employment (or by buater date as the Commit
shall determine is reasonable under the circumetaraut no later than the end of the year in whiehtermination of employme
occurs).

Notwithstanding anything to the contrary hereinteamination of employment must be a “separatiormfreervice” as
defined in Treas. Reg. § 1.409A-1(h) for paymenbé& made. In addition, if the Company determines,ths of the Holdet’
separation from service (for reasons other thathdiedne Holder is a “specified employeetithin the meaning of Code § 409A(a)
(B)(i) and determined in accordance with Treas..Re#).409A-1(i) and the ComparsySpecified Employee Identification Policy
any, in effect on the Participasttermination date (which policy is incorporateddie by reference)), then the Units will be paic
the first business day of the seventh month foltmathe Separation from Service.

(c) Effect. Whenever the Company shall become obligated tkemmayment in respect of a Unit subject to



Agreement, all rights of the Holder with respecstch Unit, other than the right to such paymemd)lgerminate and be
no further force or effect and such Unit shall becelled.

(d) Payments on DeathAny payment due under this Agreement following death of the Holder shall be paid to
estate of the Holder.

Adjustment in Number of Units Upon Payment of CashDividends . In the event the Company shall pay cash dividemdds
Common Stock on or after the date of this Agreenagwt prior to payment under Section 3 or 6, thenHblder shall be entitled
receive additional Units with respect to such cdisfidends. The number of additional Units shalldetermined by multiplying tt
number of Units credited to the Holde&ccount as of the dividend record date purswethtis Agreement times the dollar amour
the cash dividend per share of Common Stock, aed dlivided by the fair market value of a sharehef Common Stock (calculal
as set forth in Section 2 of this Agreement) ashef dividend payment date. The additional Unitditesl to the Holdes accour
upon payment of any cash dividends shall be indudethe total number of Units subject to this Agmeent and shall be pi
pursuant to this Agreement. In the event a payrneentherwise due under the terms of Section 3 of this Agreement after t|
dividend record date, but prior to the dividend rpant date, a subsequent payment shall be madecassaey to account for &
additional Units credited as of the dividend paytdgte under this Section 4. Such payment will &l pn the fifth business d
following the dividend payment dal

Adjustment in Number of Units Upon Early Termination of Employment.

(@) Generally. The Units initially subject to this Agreement haadair market value, as of the date of grant, et
120% of the cash bonus in lieu of which such Uwigse granted.

(b)  Adjustments If, prior to the payment date specified at the hatig of this Agreement (or, if earlier, the oceurce
of a Change in Control), the employment of the tdoldith the Company is terminated for any reasd¢remthan death, Disability
Retirement, then the number of Units subject te Agreement shall be reduced so that the numbenid$ subject to this Agreeme
is equal to that number of Units that would havsuhed had there originally been granted to thedBloUnits having a fair mark
value, as of the date of grant, equal to 100% ohstash bonus (the “Base Numbeif).prior to the payment date specified at
beginning of this Agreement (or, if earlier, theeorence of a Change in Control), the employmenthefHolder with the Company
terminated by reason of death, Disability or Retieat, then the number of Units subject to this &grent shall be reduced so-
the number of Units subject to this Agreement igaédo the sum of (i) the Base Number, plus (ijra rata portion of the differen
between the number of Units subject to this Agregnimmediately prior to such reduction and the Blsenber (such proratic
being based on the number of days occurring poiguth termination of employment in the thyesr period beginning on Janual
of the year in which the date of grant occurred anding on the payment date specified at the béginof this Agreement).

(c) Definitions . As used in this Agreement, Disability means a icedcondition that the Committee has determ
renders the Holder unable to perform the normaledutf the Holdes position with the Company. The Committee mayitdrsole
discretion, obtain a medical opinion from a phyaicselected by the Committee before any deterroimatf Disability is made. #
used in this Agreement, Retirement means terminatioemployment at or after age 55, provided tha&t Holder has given t
Company at least six monthgtior written notice of such termination, or asethise determined by the Committee. As used ir
Agreement, Change in Control shall have the meaagtgibed thereto in the Company’s 2007 Stock IticerPlan.

Change in Control . Notwithstanding anything to the contrary statedein, upon the occurrence of a Change in Coratbbf the
Units subject to this Agreement shall be paid ilh immediately, except as provided below. Howevgayment will not be mar
pursuant to this Section 6, but will instead by m@dirsuant to Section 3, to a Holder who was aifipg@mployee at the time
his/her separation from service prior to the Changeontrol. Notwithstanding anything in this Agreent to the contrary, no Chat
in Control shall be deemed to occur for purposepayfiment of Units unless the change would be degmednstitute a change
ownership or effective control, or a change indlaership of a substantial portion of the assdts, lmusiness under Section 409/
the Code.

Adjustments in Character and Number of Units Upon Grtain Corporate Events. In the event of any stock split, stock divide
spin-off, reclassification, recapitalization, reorgartiaa, merger, consolidation, combination, exchangé¢he like that changes 1
character or amount of the Common Stock of the Gompthe Committee, or the board of directors of sarviving or resultin
corporation, shall make such adjustments in theadt@r and number of Units subject to this Agreenzerd may take such otl
actions as shall, in the reasonable judgment o€Cinmamittee or such board of directors, be equitabld appropriate in order to mi
the Units equivalent, after such change, as neariypay be practicable, to the Units immediatelgrmo such chang:

No Transfer . The Units may not be pledged, assigned or tramesfe

No Shareholder Rights. The Holder shall not have any of the rights shareholder of the Compar




10.

11.

12.

13.

14.

Code Section 409A Complianc. The Company and the Holder intend that any defecompensation amounts payable unde
Agreement comply in full with paragraphs (2), (8)Jdg(4) of Section 409A(a) of the Code, and the siowns of the Agreement sh
be interpreted consistent with such intent, andpotiréies each agree that further modificationdhoAgreement will be made if anc
necessary to comply in form and substance withi@ed09A of the Code

No Right to Employment . This Agreement shall not give the Holder a rightcontinued employment with the Company or
parent or subsidiary of the Company, and the Commarany such parent or subsidiary employing thédelomay terminate tl
Holder s employment and otherwise deal with the Holdehauit regard to this Agreemei

Tax Withholding . As a condition precedent to making a paymentureter, the Company may require the Holder to pagraaun
equal to the amount of any required tax withholdii

Binding Effect . This Agreement shall be binding in all respectste heirs, representatives, successors and agsigime Holder

Choice of Law . This Agreement is entered into under the lawshef State of Minnesota and shall be construed atadprete
thereunder (without regard to its conflict of lavngiples).

above.

IN WITNESS WHEREOF, the Holder and the Company hexecuted this Agreement effective as of the datgrant specifie

HOLDER

«First_ Name_Last_Nan»

TENNANT COMPANY
By

Thomas J. Dybsk

Its Vice Presiden




Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The Board of Directors
Tennant Company:

We consent to the incorporation by refeeein the registration statements No. 33-59058am S-8 relating to the Tennant Company
1992 Stock Incentive Plan, No. 333-84374 on ForBir8lating to the Tennant Company Restricted SRiek for Non-Employee Directors,
No. 3:-62003 on Form S-8 relating to the Tennant Comdd@8b6 Stock Incentive Plan, No. 333-28641 on ForBirBlating to the Tennant
Company Non-Employee Director Stock Option Plan, B28-73706 on Form S-8 relating to the Tennant ganmy 1999 Stock Incentive Plan,
No. 33:-51531 on Form S-8 relating to the Tennant ComméRétirement Savings Plan, No. 333-84372 on Fo8r&ating to the 1998
Management Incentive Plan, No. 333-114884 on Foir&ating to the Tennant Company Profit Sharind Employee Stock Ownership
Plan, and No. 333-142581 on Forn8$elating to the Tennant Company 2007 Stock IrieerRlan of our reports dated February 29, 200&)
respect to the consolidated balance sheets of Tié@wmnpany and subsidiaries as of December 31, 80872006, the related consolidated
statements of earnings, cash flows, and sharel®leguity and comprehensive income for each ofytas in the three-year period ended
December 31, 2007, the related financial staterseimtdule, and the effectiveness of internal comivel financial reporting as of December
31, 2007, which reports appear in or are incorgaraly reference in the December 31, 2007 annuattrep Form 10-K of Tennant Company.

Our report dated February 29, 2008 wéspect to the consolidated balance sheets of TeQuamnpany and subsidiaries as of December
31, 2007 and 2006, and the related consolidatéeinstants of earnings, cash flows, and shareholéegrsty and comprehensive income for e
of the years in the three-year period ended DeceBihe2007, states that the Company adopted thesiwas of Statement of Financial
Accounting Standards No. 123Bhare-Based Paymenas of January 1, 2006, Statement of FinanciabAoting Standards No. 158,
Employer’ Accounting for Defined Benefit Pension and OtRestretirement Plansas of December 31, 2006, and FASB Interpretadtion
48, Accounting for Uncertainty in Income Taxess of January 1, 2007.

/s KPMG LLP

Minneapolis, Minnesot
March 5, 200¢
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Exhibit 31.1
CERTIFICATIONS
[, H. Chris Killingstad, certify that:

1. | have reviewed this annual report on Forn-K of Tennant Company

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessar
make the statements made, in light of the circuntgts.under which such statements were made, nkadisg with respect to the
period covered by this repo

3. Based on my knowledge, the financial statement$,oéimer financial information included in this repdairly present in all materi:
respects the financial condition, results of operat and cash flows of the registrant as of, andtfe periods presented in this rep

4, The registrant’s other certifying officers and ¢ aesponsible for establishing and maintainingld&ae controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag @defined in Exchange Act Rules
13&-15(f) and 15-15(f)) for the registrant and hay

a) designed such disclosure controls and proceduresused such disclosure controls and procedures tlesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhubsidiaries, is made known
us by others within those entities, particularlyidg the period in which this report is being preszh

b) designed such internal control over financial réipgr or caused such internal control over finahaporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atanoce with generally accepted accounting princijj

C) evaluated the effectiveness of the registsadisclosure controls and procedures and presénthi report our conclusions ab
the effectiveness of the disclosure controls andgulures, as of the end of the period coveredibyéport based on such
evaluation; ant

d) disclosed in this report any change in the registsanternal control over financial reporting thatcurred during the registrant’s
most recent fiscal quarter (the registrant’s fodikbal quarter in the case of an annual repost) tfas materially affected, or is
reasonably likely to materially affect, the regast’ s internal control over financial reporting; e

5. The registrant’s other certifying officers and Mhalisclosed, based on our most recent evaluafiorieynal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) all significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which
are reasonably likely to adversely affect the regie's ability to record, process, summarize and reffiehcial information; an

b) any fraud, whether or not material, that involveanegement or other employees who have a significéain the registrant’s
internal control over financial reportin

Date: March 5, 200¢ /sl H. Chris Killingstac

H. Chris Killingstad
President and Chief Executive Offic
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Exhibit 31.2

CERTIFICATIONS

I, Thomas Paulson, certify that:

Date:

| have reviewed this annual report on Forn-K of Tennant Company

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessar
make the statements made, in light of the circuntgts.under which such statements were made, nkadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statement$,oéimer financial information included in this repdairly present in all materi:
respects the financial condition, results of operat and cash flows of the registrant as of, andtfe periods presented in this rep

The registrant’s other certifying officers and ¢ aesponsible for establishing and maintainingld&ae controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag @defined in Exchange Act Rules
13&-15(f) and 15-15(f)) for the registrant and hay

a) designed such disclosure controls and proceduresused such disclosure controls and procedures ttesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) designed such internal control over financial réipgr or caused such internal control over finaha@@orting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataroece with generally accepted accounting princjj

C) evaluated the effectiveness of the regis’s disclosure controls and procedures presentédsimeport our conclusions about 1
effectiveness of the disclosure controls and proces) as of the end of the period covered by #psnt based on such evaluat
and

d) disclosed in this report any change in the regit’s internal control over financial reporting thatowed during the registre’'s
most recent fiscal quarter (the registrant’s fodikbal quarter in the case of an annual repost) tfas materially affected, or is
reasonably likely to materially affect, the redgist’s internal control over financial reporting; &

The registrar's other certifying officers and | have disclosegiséd on our most recent evaluation of internalroboter financia
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

a) all significant deficiencies and material weaknedsethe design or operation of internal contratiofinancial reporting whic
are reasonably likely to adversely affect the regi¥’s ability to record, process, summarize and refpmhcial information; an

b) any fraud, whether or not material, that involveanagement or other employees who have a significéain the registra’s
internal control over financial reportin

March 5, 200¢ /s/ Thomas Paulsc

Thomas Paulso
Chief Financial Office
(Principal Financial and Accounting Office
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Exhibit 32
CERTIFICATION UNDER SECTION 906 OF THE SARBANES-OXL EY ACT OF 2002

Pursuant to Section 906 of the SarbandeyQAct of 2002, each of the undersigned certiffest this periodic report fully complies with
the requirements of Section 13(a) or 15(d) of teeusities Exchange Act of 1934 and that informationtained in this periodic report fairly
presents, in all material respects, the finan@aldition and results of operations of Tennant Camgpa

Date: March 5, 200¢ /sl H. Chris Killingstac

H. Chris Killingstad
President and Chief Executive Offic

Date: March 5, 200¢ /s/ Thomas Paulsc

Thomas Paulso
Chief Financial Office
(Principal Financial and Accounting Office
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