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COMPANY PROFILE (h) GRAHAM

ENGINEERING ANSWERS

Graham Corporation is a global business that designs, manufactures, and sells critical equipment for
the energy, defense and chemical/petrochemical industries. Energy markets include oil refining,
cogeneration, and alternative power. For the defense industry, our equipment is used in nuclear
propulsion power systems for the U.S. Navy. For the chemical and petrochemical industries, our
equipment is used in fertilizer, ethylene, methanol and downstream chemical facilities.

Our global brand is built upon world-renowned engineering expertise in vacuum and heat transfer
technology, responsive and flexible service, and high quality standards. We design and manufacture
custom-engineered ejectors, vacuum pumping systems, surface condensers and vacuum systems.
Our equipment can also be found in other diverse applications, such as hydrogen fueling systems,
compressed natural gas distribution or fueling systems, metal refining, pulp and paper processing,
water heating, refrigeration, desalination, food processing, pharmaceutical, and heating, ventilating and
air conditioning.

Our reach spans the globe and our equipment is installed in facilities from North and South America to
Europe, Asia, Africa and the Middle East.
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FINANCIAL HIGHLIGHTS

(Dollars in thousands, except per share data)

Fiscal years ended March 31,
Operating Performance
Net Sales
Gross profit
Gross margin (%)
Selling, general and administrative
Goodwill and other impairments
Restructuring charge
Operating margin (%)
Net income (loss)
Diluted Net income (loss) per share
Weighted average common shares outstanding - diluted
Year-End Financial Position
Total assets
Finance lease obligations
Cash, cash equivalents and investments
Stockholders' equity
Net book value per share
Dividends declared per share
Other Data
Working capital
Depreciation and amortization
Purchase of property, plant and equipment

Backlog

Number of employees

2021 2020 2019 2018 2017
$ 97489|% 90604 $ 91831 $ 77,534 $ 91769
20,469 18,148 21,909 16,975 22,157
21.0% 20.0% 23.9% 21.9% 24.1%
17,471 16,879 17,878 15,769 14,864
- - 6,449 14,816 -
} - - 316 630
3.1% 0.7% (2.6)% (18.0)% 7.3%
2,374 1,872 (308) (9,844) 5,023
$ 0.24|$ 019 $  (0.03) $  (1.01) $ 0.52
9,959 9,879 9,823 9,764 9,728
$ 144280|$% 148120 $ 156,270 $ 143,333 $ 151,570
34 55 95 55 143
65,032 73,003 77,753 76,479 73,474
97,929 96,724 98,966 103,349 114,110
$ 9.83|$ 979 $§ 1005 $§ 1058 $  11.72
$ 0.44|$ 043 $ 039 § 0.36 0.36
$ 76675|% 77,443 $ 79896 $ 78105 $ 78,688
1,945 1,968 2,205 2,222 2,326
2,158 2,417 2,138 2,051 325
$ 137,567 |$ 112,389 $ 132127 $ 117,946 $ 82,590
331 337 337 304 336




LETTER TO SHAREHOLDERS 6 GRAHAM

Dear Fellow Shareholders,

As | reflect on fiscal 2021, it will clearly stand out as the most challenging of these past 15 years in which |
have had the privilege to be President and CEO of Graham. The global slowdown created by the COVID-19
pandemic was unprecedented. End markets ground to a halt, people around the world were unable to work,
fear and uncertainty were everywhere and businesses’ near-term planning was turned upside down.
Nevertheless, Graham’s values and operating principles served as our compass to navigate these
difficulties. Moreover, we continued to focus on the areas of our business that we could influence with the
belief that by controlling well what we could, Graham would be stronger on the other side of this once in a
lifetime event.

A fundamental guiding value for Graham is maintaining a strong, vibrant and engaged workforce. To protect
our employees, our most valuable asset, we shut down operations for a period of time in the first quarter of
fiscal 2021. Despite this, wages were maintained at 100%. | am extremely proud that we supported all
employees with wage continuity even while operating at just 50% capacity. Shutting down operations also
enabled employees to address the many, varied issues of personal life that were thrust upon us all when
COVID-19 hit. We believe that our decision to protect our human capital and focus on the retention of our
highly trained workforce will benefit customers and shareholders as end markets recover.

We operated at approximately 90% throughput during the third and fourth quarters of fiscal 2021. We
focused on workplace protocols and safety processes intended to create a safe work environment, while at
the same time we ensured the needs of our customers were continuing to be met.

Given the adverse environment, | am proud to report Graham delivered $97.5 million in revenue, up 8% over
the prior fiscal year. Profitability was impacted due to the under-absorption of overhead costs given our
proactive measures to protect the financial well-being of all our employees, but nonetheless improved over
the prior fiscal year. Net income was $2.4 million, up $0.5 million or 27% from fiscal 2020.

Executing on our Defense Strategy

The underpinning strength of our Defense strategy is the industry itself. This market is less cyclical,

uncorrelated to our traditional crude oil and chemical markets and measurably less volatile. The projects for

this industry also provide longer term contract awards that enable greater visibility for revenue and demand
potential. We initiated the
strategy about 10 years ago, and
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the timing of backlog conversion, we expect modest growth in organic defense revenue in fiscal 2022, which
is then expected to reach more than $40 million by fiscal 2025.

Our team that is driving the defense strategy has surpassed my expectations. The success of their efforts to
diversify our markets was clearly demonstrated in the growth of our defense backlog, which exceeded

$100 million at fiscal 2021 year-end and was 76% of total backlog. Graham has a high quality, multi-year
level of defense backlog which we expect will provide excellent loading of our operating assets.

Defense Backlog and Revenue Trend
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Accelerating Diversification Strategy with Acquisition of Barber-Nichols

Following the end of fiscal 2021, we successfully acquired Barber-Nichols (“BNI”) on June 1, 2021. This
was a transformative acquisition for Graham and accelerates our diversification strategy into the less cyclical
defense sector. BNI revenue in calendar year 2020 was $56 million and it is expected to contribute

$45 million to $48 million in revenue for the ten months we will own it in fiscal 2022. Importantly, BNI
provides a new platform for Graham for both organic and follow on acquisitive growth.

The BNI acquisition took nearly three years to bring to fruition. The time during those years was spent well,
as we forged relations and created a shared vision for the value of the combination. Importantly, we
observed BNI's management in action - their planning process, forecasting and projection fidelity,
organizational development practices and their ability to achieve stretch performance objectives. This
provided tremendous insight into the company and its leadership team.
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Their products serve the defense, aerospace/space, advanced power and cryogenic industries. While also
a defense industry supplier, BNI does not overlap with Graham’s traditional products. Therefore, it expands
our addressable market within Defense while also providing access to new and growing markets, such as
aerospace and advanced power.

Truly transformed, Graham is a very different company with the addition of BNI. We believe we now have
greater revenue potential, broader defense industry participation, access to new markets and a platform for
further capital deployment to enhance growth.

| will close by acknowledging all my Graham associates for their admirable diligence, commitment and
passion provided to deliver top line growth under such adverse conditions. | am proud of the management
team for their demonstrated agility and focus during such an extraordinary time. | also want to credit the
business development efforts of Jeff Glajch, our CFO, and Chris Johnston, Director of Business
Development, and to thank our Board of Directors for their engagement, counsel and strategic oversight.
We believe BNl is a great addition to Graham Corporation.

Dan Thoren, former chairman, CEO, President and major shareholder of BNI, joins Graham as our
President and Chief Operating Officer. Dan has a proven track record of strong leadership and ability to
execute growth, develop a strong culture and build a talented organization. We believe he will be a valuable
asset for Graham.

Lastly, | thank you, our shareholders, for your investment in GHM and the trust you have placed in me, the
leadership team and the Board of Directors.

Sincerely,

d&m A

James R. Lines
Chief Executive Officer

June 8, 2021
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PART 1

(Dollar amounts in thousands except per share data)
Item 1. Business

nn nn

Graham Corporation ("we," "us," "our" or the "Company") is a global business that designs, manufactures and sells critical
equipment for the energy, defense and chemical/petrochemical industries. Our energy markets include oil refining, cogeneration, and
alternative power. For the defense industry, our equipment is used in nuclear propulsion power systems for the U.S. Navy. For the
chemical and petrochemical industries, our equipment is used in fertilizer, ethylene, methanol and downstream chemical facilities.
Graham’s global brand is built upon our world-renowned engineering expertise in vacuum and heat transfer technology, responsive
and flexible customer service and high quality standards. We design and manufacture custom-engineered ejectors, vacuum pumping
systems, surface condensers and vacuum systems. Our equipment can also be found in other diverse applications such as metal
refining, pulp and paper processing, water heating, refrigeration, desalination, food processing, pharmaceutical, heating, ventilating
and air conditioning.

Our corporate headquarters are located in Batavia, New York. We have production facilities located with our headquarters in
Batavia. We also have two wholly-owned foreign subsidiaries, Graham Vacuum and Heat Transfer Technology (Suzhou) Co., Ltd.
("GVHTT"), located in Suzhou, China, and Graham India Private Limited ("GIPL"), located in Ahmedabad, India. GVHTT provides
sales and engineering support for us in the People’s Republic of China and management oversight throughout Southeast Asia. GIPL
serves as a sales and market development office focusing on the refining, petrochemical and fertilizer markets. During the fiscal year
ended March 31, 2020, we sold our wholly-owned subsidiary, Energy Steel & Supply Co. ("Energy Steel"), located in Lapeer,
Michigan.

On June 1, 2021, we acquired Barber-Nichols, Inc. ("BNI"), a privately-owned designer and manufacturer of turbomachinery
products for the aerospace, cryogenic, defense and energy markets, located in Arvada, Colorado. BNI has approximately 140
employees. The acquisition includes BNI’s new, 43,000 square foot, state-of-the-art manufacturing plant which is part of their 96,000
square foot facility in Arvada, Colorado. We believe that this acquisition will further our growth strategy through market and product
diversification, broaden our offerings to the defense and energy markets and strengthen our presence in the defense sector.

We were incorporated in Delaware in 1983 and are the successor to Graham Manufacturing Co., Inc., which was
incorporated in New York in 1936. Our stock is traded on the NYSE under the ticker symbol "GHM".

Unless indicated otherwise, dollar figures in this Annual Report on Form 10-K are reported in thousands.

Our Products, Customers and Markets

Our products are used in a wide range of industrial process applications, primarily in energy and defense markets, including:

e Petroleum Refining
— conventional oil refining
— oil sands extraction and upgrading

e Defense - Naval Nuclear Propulsion Program
— aircraft carrier program (CVN)
— Virginia fast-attack submarine program (SSN)
— Columbia ballistic submarine program (SSBN)
— refueling and overhaul replacement equipment

e Chemical and Petrochemical Processing
— ethylene, methanol and nitrogen producing plants
—  fertilizer plants
— plastics, resins and fibers plants
— downstream petrochemical plants
—  coal-to-chemicals plants
—  gas-to-liquids plants

e Power Generation /Alternative Energy
— biomass plants
— cogeneration power plants
—  geothermal power plants
— ecthanol plants
—  fossil fuel plants



— oleo chemical plants

— air conditioning and water heating systems
—  food processing plants

— pharmaceutical plants

— liquefied natural gas production facilities

Our principal customers include end users of our products in their manufacturing, refining and power generation processes,
large engineering companies that build installations for companies in such industries, and the original equipment manufacturers who
combine our products with their equipment prior to its sale to end users.

Our products are sold by a team of sales engineers whom we employ directly as well as by independent sales representatives
located worldwide. There may be short periods of time, a fiscal year for example, where one customer may make up greater than 10%
of our business. However, if this occurs in multiple years, it is usually not the same customer or project over such a multi-year period.
Two customers each accounted for more than 10% of our revenue in the fiscal year ended March 31, 2021, which we refer to as fiscal
2021, while a different customer accounted for more than 10% of our revenue in the fiscal year ended March 31, 2020, which we refer
to as fiscal 2020.

As a result of our diversification efforts to more extensively support the U.S. Navy, we have increased our domestic sales in
2021. Over a business cycle in the energy markets, our domestic sales will generally range between 50% and 70% of total sales. The
mix of domestic and international sales can vary from year to year.

Our backlog at March 31, 2021 was $137,567 compared with $112,389 at March 31, 2020.

Our Strengths

Our core strengths include:

o We have a value-enhancing sales and development platform. We believe our customer-facing platform of sales, project
estimating and application engineering are competitive advantages. We have tools and capabilities that we believe allow
us to move quickly and comprehensively as customers evaluate how best to integrate our equipment into their facilities.
We believe that our early and deep involvement adds significant value to the process and is an important competitive
differentiator in the long sales cycle industries we serve. We believe customers need our engineering and fabrication
expertise early in the project life cycle to understand how best to specify our equipment.

e We are renowned for our strong capabilities to handle complex, custom orders. The orders we receive are extremely
complex and we believe that our order management platforms provide another competitive differentiator for our
company. In our markets, we believe that order administration, risk management, cost containment, quality and
engineering documentation are as important as the equipment itself. We have developed strong order management
capabilities to enable us to deliver high quality, engineered-to-order and build-to-spec process-critical equipment in a
timely manner. For our customers’ complex, custom orders we typically manage very rigorous interaction between our
project management teams and the end user or its engineering firm, as product design and quality requirements are
finalized once an order is received. Customers’ supplier selection process begins by assessing these order management
capabilities.

e We maintain a responsive, flexible production environment. We believe our operations platform is adept at handling low
volume, high mix orders that are highly customized fabrications. We also believe that our production environment is
much different from a highly engineered standard products business. While certain equipment in a product group may
look similar, there are often subtle differences which are required to deliver the desired specification. Also, during
production it is not uncommon for customer-driven engineering changes to occur that alter the configuration of what had
been initially released into production. The markets that we serve demand this flexible operating model.

o We have the capability to manage outsourced production. Effectively accessing the global fabrication supply chain
expands our market reach, increases execution capacity and can improve competitiveness. We use this capability for
three primary reasons: 1. delivering a lower cost manufacturing option; 2. expanding capacity to execute an order to meet
customer timing requirements and 3. addressing localized content requirements. We have proven capability to deliver
our specialized product designs with outsourced fabrication that is on-time, within budget and that meets our high quality
standards.



We provide robust after-the-sale technical support. Our engineering and performance improvement personnel go to
customer sites to audit the performance of our equipment, provide operator training and troubleshoot performance issues.
Technical service after a sale is important to our customers as we believe their focus is always on leveraging our
equipment to maximize their facilities’ productivity.

We have a highly trained workforce. We maintain a long-tenured, highly skilled and extremely flexible workforce.

We have a strong balance sheet. We maintain significant cash and investments on hand, and no bank debt, which we
believe provides us with the financial flexibility to pursue our business strategy, including growth by acquisition. On
June 1, 2021 we utilized $41,150 of cash and investments to acquire BNI.

We have a high-quality credit facility. On March 31, 2021 our credit facilities provided $37,000 of borrowing capacity.
On June 1, 2021 we entered into new credit agreements which provide $57,500 of borrowing capacity, including a
$20,000 term loan to acquire BNI. We also reissued approximately 610 treasury shares with a value of approximately
$8,963.

Our Strategy

We intend to strategically leverage and deploy our assets, including but not limited to, financial, technical, manufacturing and
industry know-how, in order to capture expanded market share within the geographies and industries we serve, expand revenue
opportunities in adjacent and countercyclical markets and continually improve our results of operations in order to:

Generate sustainable earnings growth;
Reduce earnings volatility;
Improve our operating performance;

Generate strong cash flow from operations to reinvest in our business or return to shareholders in the form of ordinary
dividends; and

Provide an acceptable return to our shareholders.

To accomplish our objectives and maintain strategic focus, we believe that we must:

Successfully deploy our corporate assets to expand our market share in the industries we currently serve, access and
develop a stronger presence in industries where historically we have not had a strong presence, and pursue acquisitions,
partnerships and/or other business combinations in order to enter new geographic or industrial markets, new product
lines or expand our coverage in existing markets.

Identify organic growth opportunities and consummate acquisitions where we believe the strength of the Graham brand
will provide us with the ability to expand and complement our core businesses. We intend to extend our existing product
lines, move into complementary product lines and expand our global sales presence in order to further broaden our
existing markets and reach additional markets.

Expand our market presence in the U.S. Navy's Nuclear Propulsion Program. We will continue to demonstrate our
proficiency by successfully executing the complex Nuclear Propulsion Program orders that are currently in our backlog
by controlling both cost and risk, providing high-quality custom fabrication to exacting military quality control
requirements and through disciplined project management. We intend to continue to be a preferred supplier of
equipment to the U.S. Navy’s Nuclear Propulsion Program for both surface and submarine vessels.

Continue to invest in people and capital equipment to meet the long-term demand for our products in the oil refining,
petrochemical processing and defense industries, especially in emerging geographic markets.

Continue to deliver the highest quality products and solutions that enable our customers to achieve their operating
objectives. We believe that our high quality and technical expertise differentiates us from our competitors and allows us
to win new orders based on value.



In order to effectively implement our strategy, we also believe that we must continue to invest in and leverage our unique
value enhancing differentiators, including:

e Invest in engineering resources and technology in order to advance our vacuum and heat transfer technology market
penetration.

e Enhance our engineering capacity and capability, especially in connection with product design, in order to more quickly
respond to existing and future customer demands and opportunities.

e Invest in our manufacturing operations to improve productivity where needed and identify out-sourced capacity to
complement our growth strategies.

e  Accelerate our ability to quickly and efficiently bid on available projects through our ongoing implementation of front-
end bid automation and design processes.

e Invest in resources to further serve the U.S. Navy in our core competency areas of engineering and manufacturing, where
our commercial capabilities meet U.S. Navy requirements.

e Implement and expand upon our operational efficiencies through ongoing refinement of our flexible manufacturing flow
model as well as achievement of other cost efficiencies.

e Focus on improving quality to eliminate errors and rework, thereby reducing lead time and enhancing productivity.
e  Further develop a cross-trained, flexible workforce able to adjust to variable product demands by our customers.

e Consistently manage human resources to appropriately respond to market condition while striving to maintain our
highly-trained workforce even in times of low demand for our products. This may result in income statement pressure,
however, it provides the capacity and capability to grow quickly as markets recover.

COVID-19 Pandemic Impact

The COVID-19 pandemic began affecting our business, our customers’ businesses, and the markets we serve in the fourth
quarter of fiscal 2020 and has continued to rapidly evolve. The COVID-19 pandemic impacted the already volatile oil industry and
markets. The pandemic impacted both our capital equipment sales as well as our short cycle business.

Our proactive measures in response to the COVID-19 pandemic included approximately three weeks of limited production at
our facility in Batavia, New York beginning in late March 2020. We began bringing back our personnel early in the first quarter of
fiscal 2021 and by June 2020, we had nearly all of our pre-COVID-19 pandemic headcount in our factory, subject to numerous new
health and safety protocols as recommended by our federal and local authorities, including requiring appropriate personal protective
equipment to be worn by everyone onsite, social distancing markers, staggered employee breaks and meetings to reduce group
gatherings, expanded hygiene practices, and barriers as appropriate to separate workers based on our plant layout configuration. We
deployed numerous laptop computers to our sales, engineering, quality, supply chain, finance, and administrative personnel to
facilitate remote work. Throughout fiscal 2021, we limited external visitors to our Batavia facility and those few that were allowed
were pre-approved and tested for COVID-19. We continue to utilize certain pandemic response measures. Our workforce safety and
employee well-being continue to be top priorities and we remain committed to the service of our customers and suppliers. For further
information on the risks posed to our business from the COVID-19 pandemic, see Item 1A - Risk Factors below, and our discussion of
the COVID-19 pandemic throughout this report. Our first quarter operated at approximately 50% throughput capacity and during the
third and fourth quarters at roughly 90% throughput capacity due to the measures taken to protect employees from the spread of
COVID-19.



Competition

Our business is highly competitive. The principal bases on which we compete include technology, price, performance,
reputation, delivery, and quality. Our competitors listed in alphabetical order by market include:

NORTH AMERICA
Market Principal Competitors

Refining vacuum distillation Croll Reynolds Company, Inc.; Gardner Denver, Inc.; GEA
Wiegand GmbH

Chemicals/petrochemicals Croll Reynolds Company, Inc.; Gardner Denver, Inc.; Schutte
Koerting

Turbomachinery Original Equipment Manufacturer ("OEM") — Donghwa Entec Co., Ltd.; KEMCO; Oecltechnik GmbH

refining, petrochemical

Turbomachinery OEM — power and power producer Holtec; KEMCOj; Maarky Thermal Systems; Thermal Engineering
International (USA), Inc.

Navy Nuclear Propulsion Program / Defense DC Fabricators; Joseph Oat; PCC; Triumph Aerospace; Xylem

INTERNATIONAL
Market Principal Competitors

Refining vacuum distillation Edwards, Ltd.; Gardner Denver, Inc.; GEA Wiegand GmbH,;
Korting Hannover AG

Chemicals/petrochemicals Croll Reynolds Company, Inc.; Edwards, Ltd.; Gardner Denver,
Inc.; GEA Wiegand GmbH; Korting Hannover AG; Schutte
Koerting

Turbomachinery OEM - refining, petrochemical Chem Process Systems; Donghwa Entec Co., Ltd.; Hangzhou
Turbine Equipment Co., Ltd.; KEMCO; Mazda (India);
Oeltechnik GmbH

Turbomachinery OEM — power and power producer Chem Process Systems; Holtec; KEMCO; Mazda (India);

SPX Heat Transfer; Thermal Engineering International

Intellectual Property

Our success depends in part on our ability to protect our proprietary technologies. We rely on a combination of patent,
copyright, trademark, trade secret laws and contractual confidentiality provisions to establish and protect our proprietary rights. We
also depend heavily on the brand recognition of the Graham name in the marketplace.

Availability of Raw Materials

Historically, we have not been materially adversely impacted by the availability of raw materials.

Working Capital Practices

Our business does not require us to carry significant amounts of inventory or materials beyond what is needed for work in
process. We negotiate progress payments from our customers on our large projects to finance costs incurred. We do not provide
rights to return goods, or payment terms to customers that we consider to be extended in the context of the industries we serve. We do
provide for warranty claims.

Environmental Matters

We believe that we are in material compliance with applicable existing environmental laws and regulations. We do not
anticipate that our compliance with federal, state and local laws regulating the discharge of material in the environment or otherwise
pertaining to the protection of the environment will have a material adverse effect upon our capital expenditures, earnings or
competitive position.



Seasonality

No material part of our business is seasonal in nature. However, our business is highly cyclical in nature as it depends on the
willingness of our customers to invest in major capital projects.

Research and Development Activities

During fiscal 2021, and fiscal 2020, and the fiscal year ended March 31, 2019, we spent $3,367, $3,353 and $3,538,
respectively, on research and development ("R&D") activities. The majority of our R&D is application specific to help solve our
customers’ problems in order to improve efficiencies, address challenging environments or caustic materials, or redesign for form and
function. We may be engineering new products and services for our customers. We also continually look to improve existing
products and services.

Employees
As of March 31, 2021, we had 331 employees. We believe that our relationship with our employees is good.

Available Information

We maintain a website located at www.graham-mfg.com. On our website, we provide a link to the Securities and Exchange
Commission’s (the "SEC") website that contains the reports, proxy statements and other information we file electronically. Printed
copies of all documents we file with the SEC are available free of charge for any stockholder who makes a request. Such requests
should be made to our Corporate Secretary at our corporate headquarters. The other information found on our website is not part of
this or any other report we file with, or furnish to, the SEC.



Item 1A. Risk Factors

Our business and operations are subject to numerous risks, many of which are described below and elsewhere in this Annual
Report on Form 10-K. If any of the events described below or elsewhere in this Annual Report on Form 10-K occur, our business and
results of operations could be harmed. Additional risks and uncertainties that are not presently known to us, or which we currently
deem to be immaterial, could also harm our business and results of operations.

Risks related to the impact of the COVID-19 pandemic

Our business, financial condition and results of operations have been and may continue to be adversely affected by global public
health pandemics, including the recent COVID-19 pandemic.

Our business, financial condition and results of operations have been and may continue to be adversely affected if the
COVID-19 pandemic, or another global health crisis, impacts our employees, suppliers, customers, financing sources or others’ ability
to conduct business or negatively affects consumer and business confidence or the global economy. The COVID-19 health crisis has
affected large segments of the global economy, including the markets we operate in. The COVID-19 pandemic began affecting our
business in the fourth quarter of fiscal 2020.

The pandemic and any additional preventative or protective actions that governments or we may take in response to the
COVID-19 pandemic may have a material adverse effect on our business or our suppliers, distribution channels, and customers,
including business shutdowns or disruptions for an indefinite period of time, reduced operations, restrictions on shipping, fabricating
or installing products, reduced consumer demand or customers’ ability to make payments. We have and may continue to experience
additional operating costs due to increased challenges with our workforce (including as a result of illness, absenteeism or government
orders), implementing further precautionary measures to protect the health of our workforce, increased project cancellations or
projects put on hold, access to supplies, capital, and fundamental support services (such as shipping and transportation). Any resulting
financial impact cannot be fully estimated at this time, but may materially affect our business, financial condition or results of
operations. The extent to which the COVID-19 pandemic affects our results will depend on future developments, which are highly
uncertain and cannot be predicted, including new information which may emerge concerning the severity of COVID-19 and the
actions to contain the pandemic or treat its impact, among others.

Due to a potential COVID-19 reduction in throughput capacity, certain contracts in our backlog may experience delayed
shipment. We accept contracts that contain provisions for a buyer to recover liquidated damages if our delivery is past contractual
delivery dates, and such liquidated damages claimed by a customer could adversely affect financial performance. The impact of the
COVID-19 pandemic may also exacerbate other risks discussed in this Item 1A - Risk Factors, any of which could have a material
adverse effect on us. The situation surrounding the COVID-19 pandemic and its impact continues to change rapidly and additional
impacts may arise that we are presently unaware of.

The COVID-19 pandemic may disrupt and cause delays in our supply chains, and such disruptions could adversely affect our
results of operations and financial performance.

The raw materials that we source come from a wide variety of domestic and international suppliers. Global sourcing of many
of the products we sell is an important factor in our financial results. It is possible that the ongoing COVID-19 pandemic could cause
a disruption in our supply chain. If that supply chain is disrupted for an extended period of time, including due to the COVID-19
pandemic or another global health crisis, our ability to meet customer requirements and achieve our financial performance may be
affected. We cannot at this time predict the impact of the COVID-19 pandemic on our supply chain, but we are maintaining ongoing
communications with our suppliers to monitor their status. Any disruption to our supply chain could negatively impact our operations
and financial performance.

Disruption to the global oil markets, including from the impact of the COVID-19 pandemic, could adversely affect our customers’
and our own results of operations and financial performance.

Our business, consolidated results of operations and financial condition, or that of our customers, may be adversely affected
by significant decreases in demand for oil resulting from global restrictions on travel, work from home practices, and the significant
reduction in industrial and commercial activity, or an increase in operating costs as a result of the global business disruption resulting
from the COVID-19 pandemic or that may result from a future global health crisis. Global oil markets continue to experience
significant volatility and had dramatic declines in prices in fiscal 2021 due to decreased demand during the COVID-19 pandemic
resulting from government-led “stay-at-home” orders and social distancing initiatives and a geopolitical imbalance of supply.
Demand for some of our products is dependent on the level of expenditures by our customers in the oil and gas industry. Accordingly,
continued volatility or downturns in the oil markets, and potential project cancellations, could materially and adversely impact our
financial condition or results of operations.



The COVID-19 pandemic may impact businesses differently across various regions.

We operate and compete globally. The response to the COVID-19 pandemic by domestic and foreign governments has been
and may continue to be varied and those differences may impact our competitiveness. Our operating subsidiaries are located in China
and India, and those countries’ responses to the COVID-19 pandemic have varied from the United States’ response. There are
uncertain political climates in the regions where our subsidiaries operate, and governmental action in those regions may result in the
temporary closure or limited operations of our subsidiaries. Government assistance during a pandemic may also differ between
private and public companies, which may provide an advantage to one compared with another. This may affect our competitive
position and could disrupt the market access and success of our business compared with other current or new competitors. This
impact could have a material adverse impact on our financial condition or results of operation.

COVID-19 disruption could impact our management team due to illness from the pandemic.

Our business has specialized management, technical and sales personnel who may become unavailable for an extended period
or lost due to the effect of COVID-19 or another pandemic. The COVID-19 pandemic may significantly disrupt our workforce if a
significant percentage of our employees are unable to work due to illness or quarantines. In addition, COVID-19-related illness could
impact members of our Board of Directors, resulting in absenteeism from meetings of the directors or committees of directors, making
it more difficult to convene the quorums of the full Board of Directors or its committees needed to conduct meetings for the
management of our affairs. Any of the loss of personnel or disruption in management as described above could have a material
adverse impact on our business and results of operations.

Risks related to our business

The markets we serve include the petroleum refining and petrochemical industries. These industries are both highly cyclical in
nature and dependent on the prices of crude oil and natural gas as well as on the differential between the two prices. As a result,
volatility in the prices of oil and natural gas may negatively impact our operating results.

A substantial portion of our revenue is derived from the sale of our products to companies in the chemical, petrochemical,
and petroleum refining industries, or to firms that design and construct facilities for these industries. These industries are highly
cyclical and have historically experienced severe downturns. The prices of crude oil and natural gas have historically had periods
when they have been very volatile, as evidenced by the extreme volatility in oil prices over the past few years and, in particular,
volatility related to the COVID-19 pandemic. During times of significant volatility in the market for crude oil or natural gas, our
customers often refrain from placing orders until the market stabilizes and future demand projections are clearer. If our customers
refrain from placing orders with us, our revenue would decline and there could be a material adverse effect on our business and results
of operations.

The ongoing slowdown in our energy and petrochemical markets that began during the latter part of fiscal 2020, and was
caused primarily by an excess supply of crude oil, had a negative impact on commodity pricing which resulted in more measured
investment in maintenance and capital projects within these markets. The economic slowdown and corresponding reductions in
demand for transportation fuel and petrochemical products caused by the ongoing COVID-19 pandemic further adversely affected
these markets. As a result of these combined adverse supply-side and demand-side disruptions, our commercial customers in these
markets have significantly reduced their operating budgets for the types of products and services we provide. The timing and catalyst
for a recovery in these markets remains uncertain. Accordingly, we believe that in the near term the quantity of projects available for
us to compete for will be fewer and that the pricing environment will remain challenging.

We believe that over the long-term, demand for our products will expand in the petrochemical, petroleum refining and power
generating industries. A sustained deterioration in any of the industries we serve would materially harm our business and operating
results because our customers would not likely have the resources necessary to purchase our products, nor would they likely have the
need to build additional facilities or improve existing facilities. As we have seen in the recent past, a cyclical downturn can occur
suddenly and result in extremely different financial performance sequentially from quarter to quarter or on an annual comparative
basis due to an inability to rapidly adjust costs.

The relative costs of oil, natural gas, nuclear power, hydropower and numerous forms of alternative energy production may have a
material adverse impact on our business and operating results.

Global and regional energy supply comes from many sources, including oil, natural gas, coal, hydro, nuclear, solar, wind,
geothermal and biomass, among others. A cost or supply shift among these sources could negatively impact our business
opportunities going forward and the profitability of those opportunities. A demand shift, where technological advances favor the
utilization of one or a few sources of energy may also impact the demand for our products. If demand shifts in a manner that increases
energy utilization outside of our traditional customer base or expertise, our business and financial results could be materially adversely
affected. In addition, governmental policy can affect the relative importance of various forms of energy sources. For example, non-
fossil based sources may receive government tax incentives to foster investment. If these incentives become more prominent, our
business and results of operations could suffer.
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A transition toward different types of energy may have a material adverse impact on our business and operating results.

Changes in consumer demand, including some driven by governmental and political preferences, toward electric, compressed
natural gas, hydrogen vehicles and other alternative energy may impact our business. We have products which can support certain
technologies, while other technologies will not require our equipment. A significant change in demand for oil and gas based products
may have a material adverse impact on our business.

Climate change and greenhouse gas regulations may affect our customers’ investment decisions.

Due to concern over the risk of climate change, a number of countries have adopted, or are considering the adoption of,
regulatory frameworks to reduce greenhouse gas emissions. These restrictions may affect our customers' abilities and willingness to
invest in new facilities or to re-invest in current operations. These requirements could impact the cost of our customers’ products,
lengthen project implementation times, and reduce demand for hydrocarbons, as well as shift hydrocarbon demand toward lower-
carbon sources. Any of the foregoing could adversely impact the demand for our products, which in turn could have an adverse effect
on our business and results of operations.

Our business is highly competitive. If we are unable to successfully implement our business strategy and compete against entities
with greater resources than us or against competitors who have a relative cost advantage, we risk losing market share to current
and future competitors.

We encounter intense competition in all of our markets. Some of our present and potential competitors may have
substantially greater financial, marketing, technical or manufacturing resources. Our competitors may also be able to respond more
quickly to new technologies or processes and changes in customer demands and they may be able to devote greater resources towards
the development, promotion and sale of their products. Certain competitors may also have a cost advantage compared to us due to
their geography or changes in relative currency values and may compete against us based on price. This may affect our ability to
secure new business and maintain our level of profitability. As our markets continue to grow, and new market opportunities expand,
we could see a shift in pricing as a result of facing competitors with lower production costs, which may have a material adverse impact
on our results of operations and financial results. In addition, our current and potential competitors may make strategic acquisitions or
establish cooperative relationships among themselves or with third parties that increase their ability to address the needs of our
customers. Moreover, customer buying patterns can change if customers become more price sensitive and accepting of lower cost
suppliers. If we cannot compete successfully against current or future competitors, our business will be materially adversely affected.

A change in our end use customers, our markets, or a change in the engineering procurement and construction companies serving
our markets could harm our business and negatively impact our financial results.

Although we have long-term relationships with many of our end use customers and with many engineering, procurement and
construction companies, the project management requirements, pricing levels and costs to support each customer and customer type
are often different. Our customers have historically focused on the quality of the engineering and product solutions which we have
provided to them. Because our customers are unable to predict the length of the time period for the economic viability of their plants,
there has been more of a focus on relative importance of cost versus quality which looks at short-term costs instead of total long-term
cost of operations.

A change in the structure of our markets; the relationships between engineering and procurement companies, original equipment
suppliers, others in the supply chain and any of their relationships with the end users could harm our business and negatively
impact our financial results.

There are strong and long-standing relationships throughout the supply chain between the many parties involved in serving
the end user of our products. A change in the landscape between engineering and procurement companies, original equipment
suppliers, others in the supply chain, including disruptions in the supply chain due to the COVID-19 pandemic, and/or with the end
users could have a material adverse effect on our business and results of operations. These changes, or others, might occur through
acquisitions or other business partnerships and could have a material impact on our business and negatively impact our financial
results.

The loss of, or significant reduction or delay in, purchases by our largest customers could reduce our revenue and adversely affect
our results of operations.

While we may have only one or two customers represent over 10% of revenue in any one year, a small number of customers
have accounted for a substantial portion of our historical net sales. For example, sales to our top ten customers, who can vary each
year, accounted for 63%, 48% and 41% of consolidated net sales in fiscal 2021, fiscal 2020 and fiscal 2019, respectively. We expect
that a limited number of customers will continue to represent a substantial portion of our sales for the foreseeable future. The loss of
any of our major customers, a decrease or delay in orders or anticipated spending by such customers, or a delay in the production of
existing orders could materially adversely affect our revenues and results of operations.
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Our acquisition strategy may not be successful or may increase business risk.

The success of our acquisition strategy will depend, in part, on our ability to identify suitable companies or businesses to
purchase and then successfully negotiate and close acquisition transactions. In addition, our success depends in part on our ability to
integrate acquisitions and realize the anticipated benefits from combining the acquisition with our historical business, operations and
management. We cannot provide any assurances that we will be able to complete any acquisitions and then successfully integrate the
business and operations of those acquisitions without encountering difficulties, including unanticipated costs, issues or liabilities,
difficulty in retaining customers and supplier or other relationships, failure to retain key employees, diversion of our management’s
attention, failure to integrate information and accounting systems or establish and maintain proper internal control over financial
reporting. Moreover, as part of the integration process, we must incorporate an acquisition’s existing business culture and
compensation structure with our existing business. We also need to utilize key personnel who may be distracted from the core
business. If we are not able to efficiently integrate an acquisition’s business and operations into our organization in a timely and
efficient manner, or at all, the anticipated benefits of the acquisition may not be realized, or it may take longer to realize these benefits
than we currently expect, either of which could have a material adverse effect on our business or results of operations.

If we fail to successfully integrate BNI’s operations, our financial condition and results of operations could be adversely affected.

On June 1, 2021, we entered into a stock purchase agreement to acquire BNI, a privately-owned designer and manufacturer
of turbomachinery products for the aerospace, cryogenic, defense and energy markets, located in Arvada, Colorado, for approximately
$70,000. We may not realize every intended benefit of the acquisition which could adversely impact our results of operations. There
are many challenges associated with integrating an acquisition such as BNI, including those associated with the integration of
operations, retention of key management and other employees with historically different cultures and priorities, the diversion of
management’s attention from ongoing business concerns while addressing integration matters, retaining existing business and
operational relationships including customers, suppliers and others, unanticipated issues in integrating information technology,
communications and other systems, as well as unforeseen expenses associated with the integration. Further, our future results will
suffer if we do not effectively manage the expanded scope of our operations as a result of our acquisition of BNI.

We may experience customer concentration risk related to strategic growth for U.S. Navy projects.

We believe our strategy to increase the penetration of U.S. Navy related opportunities may lead to U.S. Navy related projects
consistently being greater than 10% of our total revenue. While these projects are spread across multiple contractors for the U.S.
Navy, the end customer for these projects is the same. This concentration of business could add additional risk to us should there be a
disruption, short or long term, in the funding for these projects or our participation in the U.S. Navy Nuclear Propulsion program.

The size of our contracts with the U.S. Navy may produce volatility over the short term financial results.

We believe our strategy to increase the penetration of U.S. Navy related opportunities, which are often much larger contracts
than our commercial contracts, may impact our ability to effectively provide accurate investor guidance for our near term financial
results. These contracts can, on occasion, be delayed before or during the revenue recognition cycle. If we are unable to reallocate the
resources to other projects, we may see an increase in volatility in our near term financial results.

A significant percentage of our sales occur outside of the U.S. As a result, we are subject to the economic, political, regulatory and
other risks of international operations.

For fiscal 2021, 46% of our revenue was from customers located outside of the U.S. Moreover, through our subsidiaries, we
maintain a sales office in China and a sales and market development office in India. We believe that revenue from the sale of our
products outside the U.S. will continue to account for a significant portion of our total revenue for the foreseeable future. We intend
to continue to expand our international operations to the extent that suitable opportunities become available. Our foreign operations
and sales could be adversely affected as a result of:

e nationalization of private enterprises and assets;

e political or economic instability in certain countries and regions, such as the ongoing instability throughout the Middle East
and/or portions of the former Soviet Union;

e the global economic impact as a result of the COVID-19 pandemic
e political relationships between the U.S. and certain countries and regions;

e differences in foreign laws, including difficulties in protecting intellectual property and uncertainty in enforcement of
contract rights;

e the possibility that foreign governments may adopt regulations or take other actions that could directly or indirectly harm
our business and growth strategy;
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e credit risks;

e currency fluctuations;

e tariff and tax increases;

e export and import restrictions and restrictive regulations of foreign governments;
e shipping products during times of crisis or war;

e our failure to comply with U.S. laws regarding doing business in foreign jurisdictions, such as the Foreign Corrupt
Practices Act; or

e other factors inherent in maintaining foreign operations.

The impact of potential changes in customs and trade policies and tariffs imposed by the U.S. and those imposed in response by
other countries, including China, as well as rapidly changing trade relations, could materially and adversely affect our business
and results of operations.

The U.S. government has made proposals that are intended to address trade imbalances, which include encouraging increased
production in the United States. These proposals could result in increased customs duties and the renegotiation of some U.S. trade
agreements. Changes in U.S. and foreign governments’ trade policies have resulted and may continue to result in tariffs on imports
into, and exports from, the U.S. Over the past few years, the U.S. imposed tariffs on imports from several countries, including China,
Canada, the European Union and Mexico. In response, China, Canada and the European Union have proposed or implemented their
own tariffs on certain exports from the U.S. into those countries. Tariffs affecting our products and product components, including
raw materials we use, particularly high-end steel and steel related products, may add significant costs to us and make our products
more expensive. Potential future changes in trade policies could result in customers changing their behavior in project procurement,
due to uncertainty related to timely execution and/or import and export restrictions. As a result, our products could become less
attractive to customers outside the U.S. due to U.S. import tariffs on our raw materials and our profit margins would be negatively
impacted. Accordingly, continued tariffs may weaken relationships with certain trading partners and may adversely affect our
financial performance and results of operations. When beneficial to us, we may consider alternate sourcing options, including off
shore subcontracting, in order to minimize the impact of the tariffs. Because we conduct aspects of our business in China through our
subsidiary, potential reductions in trade with China and diminished relationships between China and the U.S., including as a result of
the recent COVID-19 pandemic, as well as the continued escalation of tariffs, could have a material adverse effect on our business and
results of operations.

Global demand growth could be led by emerging markets, which could result in lower profit margins and increased competition.

An increase in global demand could be led by emerging markets. If this is the case, we may face increased competition from
lower cost suppliers, which in turn could lead to lower profit margins on our products. Customers in emerging markets may also place
less emphasis on our high quality and brand name than do customers in the U.S. and certain other industrialized countries where we
compete. If we are forced to compete for business with customers that place less emphasis on quality and brand recognition than our
current customers, our results of operations could be materially adversely affected.

The operations of our Chinese subsidiary may be adversely affected by China’s evolving economic, political and social conditions.

We conduct our business in China primarily through our wholly-owned Chinese subsidiary. The results of operations and
future prospects of our Chinese subsidiary may be adversely affected by, among other things, changes in China's political, economic
and social conditions, including as a result of the COVID-19 pandemic, changes in the relationship between China and its western
trade partners, changes in policies of the Chinese government, changes in laws and regulations or in the interpretation of existing laws
and regulations, changes in foreign exchange regulations, measures that may be introduced to control inflation, such as interest rate
increases and changes in the rates or methods of taxation. In addition, changes in demand could result from increased competition
from local Chinese manufacturers who have cost advantages or who may be preferred suppliers for Chinese end users. Also, Chinese
commercial laws, regulations and interpretations applicable to non-Chinese owned market participants, such as us, are continually
changing. These laws, regulations and interpretations could impose restrictions on our ownership or the operation of our interests in
China and have a material adverse effect on our business and results of operations.

Intellectual property rights are difficult to enforce in China and India, which could harm our business.

Chinese commercial law is relatively undeveloped compared with the commercial law in many of our other major markets
and limited protection of intellectual property is available in China as a practical matter. Similarly, proprietary information may not
be afforded the same protection in India as it is in our other major markets with more comprehensive intellectual property laws.
Although we take precautions in the operations of our subsidiaries to protect our intellectual property, any local design or manufacture
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of products that we undertake could subject us to an increased risk that unauthorized parties will be able to copy or otherwise obtain or
use our intellectual property, which could harm our business. We may also have limited legal recourse in the event we encounter
patent or trademark infringers, which could have a material adverse effect on our business and results of operations.

Uncertainties with respect to the Chinese legal system may adversely affect the operations of our Chinese subsidiary.

Our Chinese subsidiary is subject to laws and regulations applicable to foreign investment in China. There are uncertainties
regarding the interpretation and enforcement of laws, rules and policies in China. The Chinese legal system is based on written
statutes, and prior court decisions have limited precedential value. Because many laws and regulations are relatively new and the
Chinese legal system is still evolving, the interpretations of many laws, regulations and rules are not always uniform. Moreover, the
relative inexperience of China's judiciary in many cases creates additional uncertainty as to the outcome of any litigation, and the
interpretation of statutes and regulations may be subject to government policies reflecting domestic political agendas. Finally,
enforcement of existing laws or contracts based on existing law may be uncertain and sporadic. For the preceding reasons, it may be
difficult for us to obtain timely or equitable enforcement of laws ostensibly designed to protect companies like ours, which could have
a material adverse effect on our business and results of operations.

Regulation of foreign investment in India may adversely affect the operations of our Indian subsidiary.

Our subsidiary in India is subject to laws and regulations applicable to foreign investment in India. India regulates ownership
of Indian companies by foreign entities. These regulations may apply to our funding of our Indian operating subsidiary. For example,
the government of India has set out criteria for foreign investments in India, including requirements with respect to downstream
investments by Indian companies owned or controlled by foreign entities and the transfer of ownership or control of Indian companies
in certain industries. These requirements may adversely affect our ability to operate our Indian subsidiary. There can be no assurance
that we will be able to obtain any required approvals for future acquisitions, investments or operations in India, or that we will be able
to obtain such approvals on satisfactory terms.

Changes in U.S. and foreign energy policy regulations could adversely affect our business.

Energy policy in the U.S. and in the other countries where we sell our products is evolving rapidly and we anticipate that
energy policy will continue to be an important legislative priority in the jurisdictions where we sell our products. It is difficult, if not
impossible, to predict the changes in energy policy that could occur, as they may be related to changes in political administration,
public policy or other factors. The elimination of, or a change in, any of the current rules and regulations in any of our markets could
create a regulatory environment that makes our end users less likely to purchase our products, which could have a material adverse
effect on our business. Government subsidies or taxes, which favor or disfavor certain energy sources compared with others, could
have a material adverse effect on our business and operating results.

Efforts to reduce large U.S. federal budget deficits could result in government cutbacks or shifts in focus in defense spending or in
reduced incentives to pursue alternative energy projects, resulting in reduced demand for our products, which could harm our
business and results of operations.

Our business strategy calls for us to continue to pursue defense-related projects as well as projects for end users in the
alternative energy markets in the U.S. In recent years, the U.S. federal government has incurred large budget deficits. In the event that
U.S. federal government defense spending is reduced or alternative energy related incentives are reduced or eliminated in an effort to
reduce federal budget deficits, projects related to defense or alternative energy may become less plentiful. The impact of such
reductions could have a material adverse effect on our business and results of operations, as well as our growth opportunities.

U.S. Navy orders are subject to annual government funding. A disruption in funding could adversely impact our business.

One of our growth strategies is to increase our penetration of U.S. Navy-related opportunities. Projects for the U.S. Navy and
its contractors generally have a much longer order-to-shipment time period than our commercial orders. The time between the
awarding of an order to the completion of shipment can take three to seven years. Annual government funding is required to continue
the production of this equipment. Disruption of government funding, short or long term, could impact the ability for us to continue
our production activity on these orders. For example, the emergency spending bills related to the COVID-19 pandemic could
compound the uncertainty already present in government funded programs. Since this business is expected to increase as a percentage
of our overall business, such a disruption, should it occur, could adversely impact the sales and profitability of our business.

Changes in the competitive environment for U.S. Navy procurement could adversely impact our ability to grow this portion of our
business.

Over the past few years, we have expanded our business and the opportunities where we bid related to U.S. Navy projects.
This has increased our market share and caused an adverse share position for some of our competitors for these products. Competitor
response to our market penetration is possible. Our customers may also raise concerns about their supplier concentration issues and
the risk exposure related to this concentration. As the U.S. Navy is looking to expand its fleet, there is also a risk that their facilities,
their supply chain or our supply chain for raw materials, may not be able to support this expansion. This could adversely impact our
ability to grow this portion of our business.
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Contract liabilities for large U.S. Navy contracts may be beyond our normal insurance coverage and a claim could have an adverse
impact on our financial results.

We are diligent at managing ongoing risks related to projects and the requirements of our customers. Our history at
managing risk provides significant evidence that our exposure and risk are minimal. In addition, we secure business insurance
coverage to minimize the impact of a major failure or liability related to our customers. Due to certain U.S. government procurement
policies, we may take on the risk of a liability for large U.S. Navy projects in excess of our insurance coverage and at a level which is
higher than our commercial projects. A claim related to one of these projects could have an adverse impact on our financial results.

New technology used by the ships for the U.S. Navy may delay projects and may impact our ability to grow this portion of our
business.

Certain U.S. Navy vessels are implementing new technologies, unrelated to any of the equipment that we provide. If there is
a complication or delay to any ship caused by this new technology, it may delay the procurement and fabrication of future vessels,
which could have a negative impact on our business.

Lapses in U.S. government appropriations have occurred, and any future lapses could disrupt U.S. export processing and related
procedures and, as a result, may materially and adversely affect our revenue, results of operations and business.

The U.S. has previously experienced lapses in federal appropriations, which had, in the past, a short-term effect on our
business. Any such future lapse (each, a "Government Shutdown") could negatively affect our ability to ship finished products to
customers. We rely on federal government personnel, who are not able to perform their duties during a Government Shutdown, to
conduct routine business processes related to the inspection and delivery of our products, process export licenses for us and perform
other services for us that, when disrupted, may prevent us from timely shipping products outside the U.S. If we are unable to timely
ship our products outside the U.S., there could be a material adverse impact on our results of operations and business. Moreover, our
inability to ship products, or the perception by customers that we might not be able to timely ship our products in the future, may
cause such customers to look to foreign competitors to fulfill their demand. If our customers look to foreign competitors to source
equipment of the type we manufacture, there could be a material adverse impact on our results of operations and business.

Near-term income statement impact from competitive contracts could adversely affect our operating results.

During weaker market periods, we may choose to be more aggressive in pricing certain competitive projects to protect or
gain market share or to increase the utilization of our facilities. In these situations, it is possible that an incrementally profitable order,
while increasing contribution, may be unprofitable from an accounting perspective when including fixed manufacturing costs. In
these situations, we are required to recognize the financial loss at the time of order acceptance, or as soon as our cost estimates are
updated, whichever occurs first. It is possible we may accumulate losses either on a large project or more than one project such that,
in a short time period, for example, a reporting quarter, these losses may have a meaningful impact on the earnings of the period.

Our operating results could be adversely affected by customer contract cancellations and delays.

Adverse economic or specific project conditions can lead to a project being placed on hold or cancelled by our customers.
While in fiscal 2021 we had no projects cancelled, in fiscal 2020 we had two projects cancelled. Similarly, while at March 31, 2021
we had no projects on hold, at March 31, 2020 we had two projects on hold. We attempt to mitigate the risk of cancellation by
structuring contracts with our customers to maximize the likelihood that progress payments made to us for individual projects cover
the costs we have incurred. As a result, we do not believe we have a significant cash exposure to projects which may be cancelled.
Open orders are reviewed continuously through communications with customers. If it becomes evident to us that a project is delayed
well beyond its original shipment date, management will move the project into "placed on hold" (i.e., suspended) category.
Furthermore, if a project is cancelled by our customer, it is removed from our backlog.

The value of our backlog as of March 31, 2021 was $137,567. Our backlog can be significantly affected by the timing of
large orders. The amount of our backlog at March 31, 2021 is not necessarily indicative of future backlog levels or the rate at which
our backlog will be recognized as sales. Although historically the amount of modifications and terminations of our orders has not
been material compared with our total contract volume, customers can, and sometimes do, terminate or modify their orders. This
generally occurs more often in times of end market or capital market turmoil. We cannot predict whether cancellations will occur or
accelerate in the future, and the ongoing COVID-19 pandemic may increase the risk of such cancellations. Although certain of our
contracts in backlog may contain provisions allowing for us to assess cancellation charges to our customers to compensate us for costs
incurred on cancelled contracts, cancellations of purchase orders or modifications made to existing contracts could substantially and
materially reduce our backlog and, consequently, our future sales and results of operations. Moreover, delay of contract execution by
our customers can result in volatility in our operating results.

Our current backlog contains a number of large orders from the U.S. Navy. In addition, we are continuing to pursue business
in this end market which offers large multi-year projects which have an added risk profile beyond that of our historic customer base.
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A delay, long-term extension or cancellation of any of these projects could have a material adverse effect on our business and results
of operations.

Further, certain defense contracts we secure may be designated a program of highest national priority requiring production
preference over commercial orders which could impact our commercial backlog and result in production delays. As a result,
commercial customers could seck damages, including liquidated damages, as performance penalties and there may be a negative
impact to the willingness of customers to place future orders with us due to a concern that orders may be subordinated to such
contracts.

An extended downturn could adversely impact the financial stability of our customers and increase the risk of uncollectable
accounts receivables.

Our customers participate in cyclical markets, such as petroleum refining, petrochemicals and alternate energy. The financial
strength of our customers can be impacted by a severe or lengthy downturn in these markets, including any downturn related to the
COVID-19 pandemic. This could lead to additional risk in our ability to collect outstanding accounts receivables. We attempt to
mitigate this risk with the utilization of progress payments for many projects, but certain industries, end markets and geographies are
not as willing to make progress payments. Certain projects require a small portion of the total payments to be held until the customer's
facility is fully operational, which can be in excess of one year beyond our delivery of equipment to them. This additional time may
add risk to our ability to collect on the outstanding accounts receivables.

Our exposure to fixed-price contracts and the timely completion of such contracts could negatively impact our results of
operations.

A substantial portion of our sales is derived from fixed-price contracts, which may involve long-term fixed price
commitments by us to our customers. While we believe our contract management processes are strong, we nevertheless could
experience difficulties in executing large contracts, including but not limited to, estimating errors, cost overruns, supplier failures and
customer disputes. To the extent that any of our fixed-price contracts are delayed, our subcontractors fail to perform, contract
counterparties successfully assert claims against us, the original cost estimates in these or other contracts prove to be inaccurate or the
contracts do not permit us to pass increased costs on to our customers, our profitability may decrease or losses may be incurred which,
in turn, could have a material adverse effect on our business and results of operations. For our U.S. Navy projects, these fixed priced
contracts have order to shipment periods which can exceed five years. This additional time-based risk, which we believe is
manageable, nevertheless increases the likelihood of cost fluctuation, which could have a material adverse effect on our business and
results of operation.

Given our size and specialization of our business, if we lose any member of our management team and we experience difficulty in
finding a qualified replacement, our business could be harmed.

Competition for qualified management and key technical and sales personnel in our industry is intense. Moreover, our
technology is highly specialized, and it may be difficult to replace the loss of any of our key technical and sales personnel. Many of
the companies with which we compete for management and key technical and sales personnel have greater financial and other
resources than we do or are located in geographic areas which may be considered by some to be more desirable places to live. If we
are not able to retain any of our key management, technical or sales personnel, it could have a material adverse effect on our business
and results of operations.

During certain high demand periods, there can be a shortage of skilled production workers, especially those with high-end welding
capabilities. We could experience difficulty hiring or replacing those individuals, which could adversely affect our business.

Our fabrication processes require highly skilled production workers, especially welders. Welding has not been an
educational field that has been popular over the past few decades as manufacturing has moved overseas. While we have an in-house
weld training program, if we are unable to retain, hire or train an adequate number of individuals with high-end welding capability,
this could adversely impact our ability to achieve our financial objectives. In addition, if demand for highly skilled production
workers were to significantly outstrip supply, wages for these skilled workers could dramatically increase in our and related industries
and that could affect our financial performance. Furthermore, should we not be able to expand our production workforce, we would
expect to increase the amount of outsourced fabrication which is likely to result in higher costs and lower margins.

If we become subject to product liability, warranty or other claims, our results of operations and financial condition could be
adversely affected.

The manufacture and sale of our products exposes us to potential product liability claims, including those that may arise from
failure to meet product specifications, misuse or malfunction of our products, design flaws in our products, or use of our products with
systems not manufactured or sold by us. For example, our equipment is installed in facilities that operate dangerous processes and the
misapplication, improper installation or failure of our equipment may result in exposure to potentially hazardous substances, personal
injury or property damage.
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Provisions contained in our contracts with customers that attempt to limit our damages may not be enforceable or may fail to
protect us from liability for damages and we may not negotiate such contractual limitations of liability in certain circumstances. Our
insurance may not cover all liabilities and our historical experience may not reflect liabilities we may face in the future. Our risk of
liability may increase as we manufacture more complex or larger projects. We also may not be able to continue to maintain such
insurance at a reasonable cost or on reasonable terms, or at all. Any material liability not covered by provisions in our contracts or by
insurance could have a material adverse effect on our business and financial condition.

Furthermore, if a customer suffers damage as a result of an event related to one of our products, even if we are not at fault,
they may reduce their business with us. We may also incur significant warranty claims which are not covered by insurance. In the
event a customer ceases doing business with us as a result of a product malfunction or defect, perceived or actual, or if we incur
significant warranty costs in the future, there could be a material adverse effect on our business and results of operations.

If third parties infringe upon our intellectual property or if we were to infringe upon the intellectual property of third parties, we
may expend significant resources enforcing or defending our rights or suffer competitive injury.

Our success depends in part on our proprietary technology. We rely on a combination of patent, copyright, trademark, trade
secret laws and confidentiality provisions to establish and protect our proprietary rights. If we fail to successfully enforce our
intellectual property rights, our competitive position could suffer. We may also be required to spend significant resources to monitor
and police our intellectual property rights. Similarly, if we were found to have infringed upon the intellectual property rights of
others, our competitive position could suffer. Furthermore, other companies may develop technologies that are similar or superior to
our technologies, duplicate or reverse engineer our technologies or design around our proprietary technologies. Any of the foregoing
could have a material adverse effect on our business and results of operations.

In some instances, litigation may be necessary to enforce our intellectual property rights and protect our proprietary
information, or to defend against claims by third parties that our products infringe upon their intellectual property rights. Any
litigation or claims brought by or against us, whether with or without merit, could result in substantial costs to us and divert the
attention of our management, which could materially harm our business and results of operations. In addition, any intellectual
property litigation or claims against us could result in the loss or compromise of our intellectual property and proprietary rights,
subject us to significant liabilities, require us to seek licenses on unfavorable terms, prevent us from manufacturing or selling certain
products or require us to redesign certain products, any of which could have a material adverse effect on our business and results of
operations.

We are subject to foreign currency fluctuations which may adversely affect our operating results.

We are exposed to the risk of currency fluctuations between the U.S. dollar and the currencies of the countries in which we
sell our products to the extent that such sales are not based on U.S. dollars, and volatility in foreign currency exchange rates has
generally increased in connection with the COVID-19 pandemic. Currency movements can affect sales in several ways, the foremost
being our ability to compete for orders against foreign competitors that base their prices on relatively weaker currencies. Strength of
the U.S. dollar compared with the Euro or Asian currencies may put us in a less competitive position. At the outset of the COVID-19
pandemic, the U.S. dollar saw relative strengthening in relation to the Euro and Asian currencies, however, as the pandemic has
continued, the relative strength of the U.S. dollar has increased in volatility. Business lost due to competition for orders against
competitors using a relatively weaker currency cannot be quantified. In addition, cash can be adversely impacted by the conversion of
sales made by us in a foreign currency to U.S. dollars. While we may enter into currency exchange rate hedges from time to time to
mitigate these types of fluctuations, we cannot remove all fluctuations or hedge all exposures and our earnings are impacted by
changes in currency exchange rates. In addition, if the counter-parties to such exchange contracts do not fulfill their obligations to
deliver the contractual foreign currencies, we could be at risk for fluctuations, if any, required to settle the obligation. Any of the
foregoing could adversely affect our business and results of operations. At March 31, 2021, we held no forward foreign currency
exchange contracts.

Security threats and other sophisticated computer intrusions could harm our information systems, which in turn could harm our
business and financial results.

We utilize information systems and computer technology throughout our business. We store sensitive data, proprietary
information and perform engineering designs and calculations on these systems. Threats to these systems, and the laws and
regulations governing security of data, including personal data, on information systems and otherwise held by companies is evolving
and adding layers of complexity in the form of new requirements and increasing costs of attempting to protect information systems
and data and complying with new cybersecurity regulations. Information systems are subject to numerous and evolving cybersecurity
threats and sophisticated computer crimes, which pose a risk to the stability and security of our information systems, computer
technology, and business. Global cybersecurity threats can range from uncoordinated individual attempts to gain unauthorized access
to our information systems and computer technology to sophisticated and targeted measures known as advanced persistent threats.
The techniques used in these attacks change frequently and may be difficult to detect for periods of time and we may face difficulties
in anticipating and implementing adequate preventative measures. A failure or breach in security could expose our company as well
as our customers and suppliers to risks of misuse of information, compromising confidential information and technology, destruction
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of data, production disruptions and other business risks which could damage our reputation, competitive position and financial results
of our operations. Further, our technology resources may be strained due to the increase in the number of remote users in response to
the COVID-19 pandemic. In addition, defending ourselves against these threats may increase costs or slow operational efficiencies of
our business. If any of the foregoing were to occur, it could have a material adverse effect on our business and results of operations.

We face potential liability from asbestos exposure and similar claims that could result in substantial costs to us as well as divert
attention of our management, which could have a material adverse effect on our business and results of operations.

We are a defendant in a number of lawsuits alleging illnesses from exposure to asbestos or asbestos-containing products and
seeking unspecified compensatory and punitive damages. We cannot predict with certainty the outcome of these lawsuits or whether
we could become subject to any similar, related or additional lawsuits in the future. In addition, because some of our products are
used in systems that handle toxic or hazardous substances, any failure or alleged failure of our products in the future could result in
litigation against us. For example, a claim could be made under various regulations for the adverse consequences of environmental
contamination. Any litigation brought against us, whether with or without merit, could result in substantial costs to us as well as
divert the attention of our management, which could have a material adverse effect on our business and results of operations.

Many of our large international customers are nationalized or state-owned businesses. Any failure to comply with the United
States Foreign Corrupt Practices Act could adversely impact our competitive position and subject us to penalties and other adverse
consequences, which could harm our business and results of operations.

We are subject to the United States Foreign Corrupt Practices Act, which generally prohibits U.S. companies from engaging
in bribery or making other prohibited payments to foreign officials for the purpose of obtaining or retaining business. Many foreign
companies, including some of our competitors, are not subject to these prohibitions. Corruption, extortion, bribery, pay-offs, theft and
other fraudulent practices occur from time-to-time in certain of the jurisdictions in which we may operate or sell our products. While
we strictly prohibit our employees and agents from engaging in such conduct and have established procedures, controls and training to
prevent such conduct from occurring, it is possible that our employees or agents will engage in such conduct and that we might be
held responsible. If our employees or other agents are alleged or are found to have engaged in such practices, we could incur
significant costs and suffer severe penalties or other consequences that may have a material adverse effect on our business, financial
condition and results of operations.

Provisions contained in our certificate of incorporation and bylaws could impair or delay stockholders' ability to change our
management and could discourage takeover transactions that some stockholders might consider to be in their best interests.

Provisions of our certificate of incorporation and bylaws could impede attempts by our stockholders to remove or replace our
management and could discourage others from initiating a potential merger, takeover or other change of control transaction, including
a potential transaction at a premium over the market price of our common stock, that our stockholders might consider to be in their
best interests. Such provisions include:

e We could issue shares of preferred stock with terms averse to our common stock. Under our certificate of
incorporation, our Board of Directors is authorized to issue shares of preferred stock and to determine the rights,
preferences and privileges of such shares without obtaining any further approval from the holders of our common stock.
We could issue shares of preferred stock with voting and conversion rights that adversely affect the voting power of the
holders of our common stock, or that have the effect of delaying or preventing a change in control of our company.

o Only a minority of our directors may be elected in a given year. Our bylaws provide for a classified Board of Directors,
with only approximately one-third of our Board elected each year. This provision makes it more difficult to effect a
change of control because at least two annual stockholder meetings are necessary to replace a majority of our directors.

o Our bylaws contain advance notice requirements. Our bylaws also provide that any stockholder who wishes to bring
business before an annual meeting of our stockholders or to nominate candidates for election as directors at an annual
meeting of our stockholders must deliver advance notice of their proposals to us before the meeting. Such advance
notice provisions may have the effect of making it more difficult to introduce business at stockholder meetings or
nominate candidates for election as director.

e  Our certificate of incorporation requires supermajority voting to approve a change of control transaction. Seventy-five
percent of our outstanding shares entitled to vote are required to approve any merger, consolidation, sale of all or
substantially all of our assets and similar transactions if the other party to such transaction owns 5% or more of our
shares entitled to vote. In addition, a majority of the shares entitled to vote not owned by such 5% or greater
stockholder are also required to approve any such transaction.

o Amendments to our certificate of incorporation require supermajority voting. Our certificate of incorporation contains
provisions that make its amendment require the affirmative vote of both 75% of our outstanding shares entitled to vote
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and a majority of the shares entitled to vote not owned by any person who may hold 50% or more of our shares unless
the proposed amendment was previously recommended to our stockholders by an affirmative vote of 75% of our Board.
This provision makes it more difficult to implement a change to our certificate of incorporation that stockholders might
otherwise consider to be in their best interests without approval of our Board.

° Amendments to our bylaws require supermajority voting. Although our Board of Directors is permitted to amend our
bylaws at any time, our stockholders may only amend our bylaws upon the affirmative vote of both 75% of our
outstanding shares entitled to vote and a majority of the shares entitled to vote not owned by any person who owns 50%
or more of our shares. This provision makes it more difficult for our stockholders to implement a change they may
consider to be in their best interests without approval of our Board.

Item 1B. Unresolved Staff Comments

Not applicable.
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Item 2. Properties

Our corporate headquarters, located at 20 Florence Avenue, Batavia, New York, consists of a 45,000 square foot building.
Our manufacturing facilities, also located in Batavia, consist of approximately 42 acres and contain about 260,000 square feet in
several buildings, including 206,000 square feet in manufacturing facilities, 48,000 square feet for warehousing and a 6,000 square-
foot building for product research and development. Additionally, we lease an approximately 1,500 square foot U.S. sales office in
Houston, Texas and GVHTT leases an approximately 4,900 square foot sales and engineering office in Suzhou, China. GIPL, located
in Ahmedabad, India, serves as a sales and market development office focusing on the refining, petrochemical and fertilizer markets.
We lease a sales and marketing office of approximately 777 square feet in Ahmedabad, India.

We believe that our properties are generally in good condition, are well maintained, and are suitable and adequate to carry on
our business.

Item 3.  Legal Proceedings

The information required by this Item 3 is contained in Note 17 to our consolidated financial statements included in Item 8 of
Part IT of this Annual Report on Form 10-K and is incorporated herein by reference.

Item 4.  Mine Safety Disclosures

Not applicable.
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PART II

(Amounts in thousands, except per share data)
Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

Our common stock is traded on the NYSE exchange under the symbol "GHM". As of May 26, 2021, there were 9,950 shares of
our common stock outstanding that were held by approximately 128 stockholders of record.

Subject to the rights of any preferred stock we may then have outstanding, the holders of our common stock are entitled to
receive dividends as may be declared from time to time by our Board of Directors out of funds legally available for the payment of
dividends. Our Board of Directors declared dividends per share of $0.11 for each of the four quarters of fiscal 2021. While we
anticipate that we will continue to pay quarterly cash dividends in the future, there can be no assurance that we will pay such
dividends in any future period or that the level of cash dividends paid by us will remain constant.

Our senior credit facility contains provisions pertaining to the maintenance of a maximum funded debt to earnings before
interest expense, income taxes, depreciation and amortization, or EBITDA, ratio and a minimum earnings before interest expense and
income taxes to interest ratio as well as restrictions on the payment of dividends to stockholders. The facility limits the payment of
dividends to stockholders to 25% of net income if our funded debt to EBITDA ratio is greater than 2.0 to 1. As of March 31, 2021 and
May 31, 2021 we did not have any funded debt outstanding. More information regarding our senior credit facility can be found in
Note 9 to the Consolidated Financial Statements included in Item 8 of Part II of this Annual Report on Form 10-K.

Item 6. Reserved

21



Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations
(Amounts in thousands, except per share data)

Overview

We are a global business that designs, manufactures and sells critical equipment for the energy, defense and
chemical/petrochemical industries. Our energy markets include oil refining, cogeneration, and alternative power. For the defense
industry, our equipment is used in nuclear propulsion power systems for the U.S. Navy. For the chemical and petrochemical
industries, our equipment is used in fertilizer, ethylene, methanol and downstream chemical facilities.

Graham's global brand is built upon our world-renowned engineering expertise in vacuum and heat transfer technology,
responsive and flexible service and high quality standards. We design and manufacture custom-engineered ejectors, vacuum pumping
systems, surface condensers and vacuum systems. Our equipment can also be found in other diverse applications such as metal
refining, pulp and paper processing, water heating, refrigeration, desalination, food processing, pharmaceutical, and heating,
ventilating and air conditioning.

Our corporate headquarters are located in Batavia, New York. We have production facilities co-located with our
headquarters in Batavia. We also have wholly-owned foreign subsidiaries, Graham Vacuum and Heat Transfer Technology (Suzhou)
Co., Ltd. ("GVHTT"), located in Suzhou, China and Graham India Private Limited ("GIPL"), located in Ahmedabad, India. GVHTT
provides sales and engineering support for us in the People's Republic of China and management oversight throughout Southeast Asia.
GIPL serves as a sales and market development office focusing on the refining, petrochemical and fertilizer markets.

On June 1, 2021, we entered into a stock purchase agreement to acquire Barber-Nichols, Inc. ("BNI"), a privately-owned
designer and manufacturer of turbomachinery products for the aerospace, cryogenic, defense and energy markets, located in Arvada,
Colorado. We believe that this acquisition will further our growth strategy through market and product diversification, broaden our
offerings to the defense and energy markets and strengthen our presence in the defense sector.

This management's discussion and analysis of financial condition and results of operations for the fiscal year ended March
31, 2021 omits a comparative discussion regarding the fiscal year ended March 31, 2019. Such information is located in Item 7 —
Management's Discussion and Analysis of Financial Condition and Results of Operations of our Annual Report on Form 10-K for the
fiscal year ended March 31, 2020.

Key Results
Key results for our fiscal year ended March 31, 2021, which we refer to as "fiscal 2021" include:

e Net sales for fiscal 2021 were $97,489, up 8% compared with $90,604 for the fiscal year ended March 31, 2020, which
we refer to as "fiscal 2020."

e Net income and income per diluted share for fiscal 2021, were $2,374 and $0.24, respectively, compared with net
income and income per diluted share of $1,872 and $0.19, respectively, for fiscal 2020.

e  Operating cash flow for fiscal 2021 was ($1,722), down from $1,239 in fiscal 2020.
e  Orders received in fiscal 2021 were $121,619 compared with fiscal 2020, when orders received were $80,034.
e Backlog on March 31, 2021 was $137,567 compared with backlog of $112,389 on March 31, 2020.

e  Gross profit and operating margins for fiscal 2021 were 21.0% and 3.1%, respectively, compared with 20.0% and 0.7%,
respectively, for fiscal 2020.

e In fiscal 2021, $4,391 was returned to shareholders as dividends compared with $4,250 in fiscal 2020.

e Cash and cash equivalents and short-term investments at March 31, 2021 were $65,032 compared with $73,003 as of
March 31, 2020, a decrease of $7,971.

e At March 31, 2021, we had a solid balance sheet that was free of bank debt and which we believe provides us with the
financial flexibility to continue to pursue our business and acquisition strategies.
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e On June 1, 2021 we utilized $41,150 of cash and investments and entered into new credit agreements which provide
$57,500 of borrowing capacity, including a $20,000 term loan, to acquire BNI. We also reissued approximately 610
treasury shares with a value of approximately $8,963.

Forward-Looking Statements

This report and other documents we file with the Securities and Exchange Commission ("SEC") include "forward-looking
statements" within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange
Act of 1934, as amended.

These statements involve known and unknown risks, uncertainties and other factors that may cause actual results to be
materially different from any future results implied by the forward-looking statements. Such factors include, but are not limited to, the
risks and uncertainties identified by us under the heading "Risk Factors" in Item 1A of Part I and elsewhere in this Annual Report on
Form 10-K.

Forward-looking statements may also include, but are not limited to, statements about:

e the continuing impacts of, and risks caused by, the COVID-19 pandemic on our business operations, our customers and
our markets;

e the current and future economic environments, including the volatility associated with the COVID-19 pandemic,
affecting us and the markets we serve;

e our ability to successfully integrate and operate BNI;

e  expectations regarding investments in new projects by our customers;

e sources of revenue and anticipated revenue, including the contribution from anticipated growth;
e cxpectations regarding achievement of revenue and profitability;

e plans for future products and services and for enhancements to existing products and services;
e  our operations in foreign countries;

e political instability in regions in which our customers are located;

e tariffs and trade relations between the United States and its trading partners;

e our ability to affect our growth and acquisition strategy;

e  our ability to maintain or expand work for the U.S. Navy;

e our ability to successfully execute our existing contracts;

e estimates regarding our liquidity and capital requirements;

e timing of conversion of backlog to sales;

e production preferences directed toward DX or DO related orders;

e  our ability to attract or retain customers;

e the outcome of any existing or future litigation; and

e our ability to increase our productivity and capacity.

nn nn

Forward-looking statements are usually accompanied by words such as "anticipate," "believe," "contemplate," "continue,"
"could," "estimate," "may," "might," "intend," "interest," "appear," "expect," "suggest," "plan," "predict," "project,” "encourage,"
"potential,”" "should," "view," "will," and similar expressions. Actual results could differ materially from historical results or those
implied by the forward-looking statements contained in this report.

Undue reliance should not be placed on our forward-looking statements. All forward-looking statements included in this Form
10-K are made only as of the date indicated or as of the date of this Form 10-K. Except as required by law, we undertake no obligation
to update or announce any revisions to forward-looking statements contained in this report, whether as a result of new information,
future events or otherwise. New risks and uncertainties arise from time to time and we cannot predict these events or how they may
affect us and cause actual results to differ materially from those expressed or implied by our forward-looking statements. Therefore,
you should not rely on our forward-looking statements as predictions of future events. When considering these risks, uncertainties and
assumptions, you should keep in mind the cautionary statements contained in this report and any documents incorporated herein by
reference. You should read this document and the documents that we reference in this Form 10-K completely and with the
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understanding that our actual future results may be materially different from what we expect. All forward-looking statements
attributable to us are expressly qualified by these cautionary statements.

Current Market Conditions

The ongoing slowdown in our energy and petrochemical markets (which we refer to as our "commercial markets") began
during the latter part of fiscal 2020 and was caused primarily by an excess supply of crude oil, which had a negative impact on
commodity pricing. This caused more measured investment in maintenance and capital projects within our commercial markets. The
economic slowdown and corresponding reductions in demand for transportation fuel and petrochemical products caused by the
ongoing COVID-19 global pandemic further adversely affected our commercial markets. As a result of these combined adverse
supply-side and demand-side disruptions, our commercial customers have significantly reduced their operating budgets for the types
of products and services we provide. The timing and catalyst for a recovery in our commercial markets remains uncertain.
Accordingly, we believe that in the near term the quantity of projects available for us to compete for will be fewer and that the pricing
environment will remain challenging.

We believe chemical and petrochemical capital investment will continue to decouple from energy investment. Over the long
term, we expect that population growth, an expanding global middle class and an increasing desire for improved quality of life and
access to consumer products will drive increased demand for industrial goods within the plastics and resins value chain along with
fertilizers or related products. Consequently, when global economies return to stable growth, we expect investment in new global
chemical and petrochemical capacity will resume and that such investments will drive growth in demand for our products and
services.

Energy markets, in particular crude oil refining, simultaneous with the above-described slowdown, are undergoing a more
fundamental evolution. We believe that systemic changes in the energy markets are occurring and that such changes are being driven,
in part, by the increasing use by consumers of alternative fuels in lieu of fossil fuels. As a result, we anticipate demand growth for
fossil-based fuels will be less than the global GDP growth rate. Accordingly, we expect that crude oil refiners will focus new
investments toward the installed base, and that inefficient refineries will close and new refining capacity will be co-located where
fuels and petrochemicals are produced. We also anticipate that future investment by refiners in renewable fuels (e.g., renewable
diesel), in existing refineries (e.g., to expand feedstock processing flexibility and to improve conversion of oil to refined products), to
gain greater throughput, or to build new capacity (e.g., integrated refineries with petrochemical products capabilities) will continue to
drive demand for our products and services.

Demand for our products in the defense industry is related to the naval nuclear propulsion market which is tied to aircraft
carrier and submarine vessel construction schedules of the primary shipyards contracted by the U.S. Navy. We expect growth in our
naval nuclear propulsion business will result from our strategic actions to increase our market share, our successful performance, and
expected demand increases. The economic slowdown caused by the COVID-19 pandemic has not adversely affected demand for our
products or services in the defense market.

The chart below shows the impact of our successful diversification strategy into multiple U.S. Navy defense platforms. Our
U.S. Navy defense business began with our entry into the nuclear carrier program. We subsequently expanded into both the Virginia
and Columbia class nuclear submarine programs. The defense market made up 76% of our total backlog at March 31, 2021. Each
vessel platform has made up at least 10% of our total backlog for the past three years. We believe this diversification is especially
beneficial when our commercial markets are weak, as is presently the case.

Backlog Mix INustrating Impact of Defense Diversification
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Results of Operations

For an understanding of the significant factors that influenced our performance, the following discussion should be read in
conjunction with our consolidated financial statements and the notes to our consolidated financial statements included in Item 8 of
Part IT of this Annual Report on Form 10-K.

The following table summarizes our results of operations for the periods indicated:

Year Ended March 31,
2021 2020
INEE SALES ...ttt ettt et $ 97,489 § 90,604
GIOSS PLOTIE 1vvieitieeecee ettt $ 20,469 § 18,148
G1OSS Profit MATZIN....ecviiiieiieeieiieeeie ettt ene 21.0% 20.0%
SG&A eXPENSE (D ..o $ 17,471  § 16,879
SG&A as a percent 0f SAIES .......c.ccveeievvieiiiiieiiieee e 17.9% 18.6%
INEETICOMIE ...t eae s $ 2,374 $ 1,872
Diluted inCOME PET SNATE .......ccvieiiieeiieiieeie ettt $ 024 § 0.19
TOAL ASSEES ...ttt e e e e ee et et e et eae e e e eeae e $ 144280 $ 148,120
Total assets excluding cash, cash equivalents and investments ............... $ 79,248 $ 75,117

() Selling, general and administrative expense is referred to as "SG&A."

Fiscal 2021 Compared with Fiscal 2020

Sales for fiscal 2021 were $97,489, up 8% as compared with sales of $90,604 for fiscal 2021. Domestic sales were $52,724
or 54% of total sales, down from $58,042 or 64% of total sales in fiscal 2020. Domestic sales decreased $5,318, or 9%, compared
with fiscal year 2020. International sales accounted for $44,765, or 46% of total sales, for fiscal 2021, up from $32,562 or 36% of
total sales in fiscal 2020. International sales increased $12,203, or 37% compared with fiscal 2020. By market, sales for fiscal 2021
were 41% to the refining industry (up from 37% in fiscal 2020), 24% to the chemical and petrochemical industries (down from 34% in
fiscal 2020), 25% from the defense industry (U.S. Navy) (up from 16% in fiscal 2020), and 10% to other commercial and industrial
markets (down from 13% in fiscal 2020).

The COVID-19 pandemic impacted our financial results in fiscal 2021. We estimated that revenue was adversely impacted
by COVID-19 by approximately $5,500. This included the benefit of approximately $5,000 which moved into fiscal 2021 from fiscal
2020 related to a project fabricated in China which was delayed in late fiscal 2020. Across fiscal 2021, especially in the first quarter,
we had production capacity impacted at our Batavia, New York facility. In the first quarter of fiscal 2021, we limited production at
our production facility in Batavia, New York and averaged approximately 50% of capacity during that quarter. We had additional
impacts across all quarters, although not to the extent we saw in the first quarter. We are committed to diligently protecting our
workforce while endeavoring to minimize any unfavorable impact to our business and our customers.

Our gross margin for fiscal 2021 was 21.0% compared with 20.0% for fiscal 2020. The increase in gross margin was
primarily due to lower production costs. Gross profit for fiscal 2021 increased $2,321, or 13%, compared with fiscal 2020 on higher
volume and higher gross margin as noted above, compared with fiscal 2020.

SG&A expense for fiscal 2021 was $17,471, up 4%, or $592, compared with $16,879 in fiscal 2020. SG&A as a percentage
of sales in fiscal 2021 was 17.9% of sales compared with 18.6% of sales in fiscal 2020. SG&A increases were primarily due to
increased variable compensation and outside sales agent commissions, partly offset by lower selling overhead expenses and internal
sales agent commission costs.

Interest income for fiscal 2021 was $167, down from $1,324 in fiscal 2020. Interest expense in fiscal 2021 was $11
compared with $12 in fiscal 2020.

Our effective tax rate in fiscal 2021 was 27% compared with 19% in fiscal 2020. The increase in tax rate was primarily due
to the mix of earnings by geography, which were in higher tax cost areas as compared with the prior year.

Net income and income per diluted share for fiscal 2021, were $2,374 and $0.24, respectively, compared with net income and
income per diluted share of $1,872 and $0.19, respectively, for fiscal 2020.
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Liquidity and Capital Resources

The following discussion should be read in conjunction with our consolidated statements of cash flows and consolidated
balance sheets appearing in Item 8 of Part II of this Annual Report on Form 10-K:

March 31,
2021 2020
Cash and INVEStMENTS............ccoveeiiieeeerieeeeee e $ 65,032 $ 73,003
Working capitalD............coooveiiiiiiiiiieicieeeeeee e 76,675 77,443
Working capital ratio® ...........ccocooiiiiiiiieeieeeeeeeeen 2.8 2.6
Working capital excluding cash and investments...................... 11,643 4,440
Working capital excluding cash and investments as a
percent 0f Net SALES......ocvevieeieiieieiicee e 11.9% 4.9%

() Working capital equals current assets minus current liabilities.
@ Working capital ratio equals current assets divided by current liabilities.

We use the above ratios to assess our liquidity and overall financial strength.

Net cash used by operating activities for fiscal 2021 was $1,722, compared with cash generated of $1,239 for fiscal 2020.
The $2,961 decrease in cash generated was due to a large cash usage from customer deposits. These were partly offset by cash
generations for inventory and accrued compensation.

Capital spending in fiscal 2021 was $2,158, compared with $2,417 in fiscal 2020. Capital expenditures in each of fiscal 2021
and fiscal 2020 were approximately 80% for facilities along with machinery and equipment and the remaining 20% for all other items.

Dividend payments were $4,391 in fiscal 2021, compared with $4,250 in fiscal 2020.
Cash and investments were $65,032 at March 31, 2021, compared with $73,003 at March 31, 2020, down $7,971 or 11%.

We invest net cash generated from operations in excess of cash held for near-term needs in short-term, less than 365 days,
certificates of deposit, money market accounts or U.S. government instruments, generally with maturity periods of up to 180 days.
Our certificates of deposit are used to securitize our outstanding letters of credit, which reduces our cost on those letters of credit.
Approximately 90% of our cash and investments are held in the U.S. The remaining 10% is invested in our China operations.

Capital expenditures for the fiscal year ending March 31, 2022, which we refer to as "fiscal 2022," are expected to be
between approximately $2,800 and $3,000. Approximately 90% of our fiscal 2022 capital expenditures are expected to be for
machinery and equipment, with the remaining amounts expected to be used for other items.

Our revolving credit facility with JP Morgan Chase, N.A. ("JP Morgan Chase") provides us with a line of credit of $22,000,
which includes a separate line of $7,000 for letters of credit and bank guarantees. In addition, our JP Morgan Chase agreement allows
us to increase the line of credit, at our discretion, up to another $15,000, for total availability of $37,000. Borrowings under this credit
facility are secured by all of our assets. We also had a $15,000 letter of credit facility with HSBC, N.A. ("HSBC") at March 31, 2021
secured by certain of our deposit accounts with HSBC. Letters of credit outstanding on March 31, 2021 and March 31, 2020 were
$11,567 and $13,328, respectively. The outstanding letters of credit as of March 31, 2021 were issued by JP Morgan Chase and
HSBC. There were no other amounts outstanding on our credit facilities at March 31, 2021 and March 31, 2020. The borrowing rate
under our JP Morgan Chase facility as of March 31, 2021 was the bank’s prime rate, or 3.25%. Availability under the JP Morgan
Chase and HSBC lines of credit was $25,433 and $21,672 at March 31, 2021 and March 31, 2020, respectively.

We did not have any off-balance sheet arrangements as of March 31, 2021 and 2020, other than letters of credit incurred in
the ordinary course of business.

We believe that cash generated from operations, combined with the liquidity provided by our investments and available

financing capacity under our credit facility, will be adequate both to meet our cash needs for the immediate future and to support our
growth strategies.
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Stockholders' Equity

The following discussion should be read in conjunction with our consolidated statements of changes in stockholders' equity
that can be found in Item 8 of Part II of this Annual Report on Form 10-K. The following table shows the balance of stockholders'
equity on the dates indicated:

March 31, 2021 March 31, 2020
$ 97,929 $ 96,724

Fiscal 2021 Compared with Fiscal 2020
Stockholders' equity increased $1,205 or 1%, at March 31, 2021 compared with March 31, 2020.
On March 31, 2021, our net book value per share was $9.83, up from $9.79 at March 31, 2020.
Contractual Obligations

As of March 31, 2021, our contractual and commercial obligations for the next five fiscal years ending March 31 and
thereafter were as follows:

Payments Due by Period
Less Than 1-3 3-5
Total 1 Year Years Years Thereafter
Capital lease obligations(V............cccceevrvrereeeeneeieeeeeeens $ 63 $ 26 $ 37 8 — —
Operating 1€ases™) .........cooiuiiiiiiieeieeeee e 88 49 39 — —
Pension, supplemental executive retirement and

postretirement benefits® .............cccoovreeiiinneeeeee 72 72 — — —
TOtAL . $ 223§ 147§ 76§ — —

@ For additional information, see Note 8 to the consolidated financial statements in Item 8 of Part II of this Annual Report on Form
10-K.

@ Amounts represent anticipated contributions during fiscal 2022 to our postretirement medical benefit plan, which provides
healthcare benefits for eligible retirees and eligible survivors of retirees. On February 4, 2003, we terminated postretirement
healthcare benefits for our U.S. employees. Benefits payable to retirees of record on April 1, 2003 remained unchanged. We
expect to be required to make cash contributions in connection with these plans beyond one year, but such amounts cannot be
estimated. No contributions are expected to be made to our defined benefit pension plans for fiscal 2022.

Orders and Backlog

Management uses orders and backlog as measures of our current and future business and financial performance. Orders in
fiscal 2021 increased 52% to $121,619 from $80,034 in fiscal 2020. Orders represent communications received from customers
requesting us to supply products and services. Revenue is recognized on orders received in accordance with our revenue recognition
policy described in Notes 1 and 2 to the consolidated financial statements contained in Item 8 of Part II of this Annual Report on Form
10-K.

Domestic orders were 73%, or $89,283, and international orders were 27%, or $32,336, of our total orders in fiscal 2021.
This compared with domestic orders of $43,045, or 54% of total orders, and international orders of $36,989, or 46% of our total orders
in fiscal 2020. Domestic orders increased by $46,238, or 107%. This increase was due to a large increase in defense (U.S. Navy)
orders, partly offset by lower domestic commercial orders. Net international orders decreased by $4,653, or 13% in fiscal 2021.

Backlog was $137,567 at March 31, 2021, up 22% compared with $112,389 at March 31, 2020. Backlog is defined by us as
the total dollar value of orders received for which revenue has not yet been recognized. All orders in backlog represent orders from
our traditional markets in established product lines. We had no projects cancelled in fiscal 2021. Approximately 40% to 45% of
orders currently in our backlog are expected to be converted to sales within one year. At March 31, 2021, approximately 16% of our
backlog was attributed to equipment for refinery project work, 6% for chemical and petrochemical projects, 76% for U.S. Navy
projects and 2% for other industrial or commercial applications. At March 31, 2020, approximately 27% of our backlog was
attributed to equipment for refinery project work, 17% for chemical and petrochemical projects, 52% for U.S. Navy projects and 4%
for other commercial nuclear energy, other industrial or commercial applications. At March 31, 2021, we had no projects on hold. At
March 31, 2020, we had two projects totaling $562 on hold.
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Recent Developments

On June 1, 2021, we acquired Barber-Nichols, Inc. ("BNI"), a privately-owned designer and manufacturer of turbomachinery
products for the aerospace, cryogenic, defense and energy markets and is located in Arvada, Colorado. We believe that this
acquisition furthers our growth strategy through market and product diversification, broadens its offerings to the defense and energy
markets and strengthens its presence in the defense sector.

Under the terms of the stock purchase agreement, the purchase price of $70,113 is comprised of 610 shares of our common
stock, representing a value of approximately $8,963, and cash consideration of $61,150, subject to certain potential adjustments,
including a customary working capital adjustment. The stock purchase agreement also includes a contingent earn-out dependent upon
certain financial measures of BNI post-acquisition, in which the sellers are eligible to receive up to $14,000 in additional cash
consideration.

On June 1, 2021, we entered into a $20,000 five-year term loan with Bank of America. The term loan requires monthly
principal payments of $167 through June 1, 2026, with the remaining principal amount due on the maturity date. The interest rate on
the term loan is the applicable Bloomberg Short-Term Bank Yield Index ("BSBY") plus 1.50%, subject to a 0.00% floor. In addition,
on June 1, 2021, we entered into a revolving credit facility with Bank of America that provides a $30,000 line of credit, including
letters of credit and bank guarantees, expandable at our option and the bank’s approval at any time up to $40,000. The agreement has
a five-year term. Amounts outstanding under the facility agreement will bear interest at a rate equal to BSBY plus 1.50%, subject to a
0.00% floor. Outstanding letters of credit under the agreement are subject to a fee of 1.50%. The upfront fee for each of the term loan
and revolving credit facility is .20% of the committed facilities and amounts available for borrowing under the revolving credit facility
are subject to an unused commitment fee of .25% Under the term loan agreement and revolving credit facility, we covenant to
maintain a maximum total leverage ratio, as defined in such agreements, of 3.0 to 1.0, a minimum fixed charge coverage ratio, as
defined in such agreements, of 1.20 to 1.0 and minimum margined assets, as defined in such agreements, of 100% of total amounts
outstanding on the revolving credit facility, including letters of credit.

On June, 1, 2021, we entered into an agreement to amend the letter of credit facility agreement with HSBC Bank USA, N.A. and
decreased our line of credit from $15,000 to $7,500. Under the amended agreement, we incur an annual facility fee of $5 and
outstanding letters of credit are subject to a fee of between .75% and .85%, depending on the term of the letter of credit. Interest is
payable on the principal amounts of unreimbursed letter of credit draws under the facility at a rate of 3% plus the bank’s prime rate.

Outlook

Capital spending in the commercial markets we serve began to decrease during the second half of fiscal 2020 and the pace of
activity further materially contracted as COVID-19 became a global pandemic in the fourth quarter of fiscal 2020. Our weak
commercial markets continued into fiscal 2021 and we are not seeing a recovery as we enter fiscal 2022. This is particularly evident
in North America. As a result, our overall bidding activity has slowed. There has also been a shift toward more opportunities in
emerging markets. Our strong order level from the defense industry (U.S. Navy) increased our backlog for defense projects to
$104,127 on March 31, 2021 from $58,843 on March 31, 2020. At March 31, 2021, 76% of our backlog was for the defense industry,
specifically the U.S. Navy. Defense programs in backlog are planned to deliver $25,000 to $30,000 of revenue in fiscal 2022. The
sales to the defense industry were $23,939 in fiscal 2021. We expect that our successful acquisition of BNI will increase and diversify
our market presence, including enhancing our concentration on the defense markets, and will be accretive to our financial results in
fiscal 2022.

Near term opportunities in the global energy and petrochemical markets have slowed significantly due to the combined
impact of the COVID-19 pandemic and the geopolitical imbalance of supply, as previously discussed. Although we do not know
when the COVID-19 pandemic will end or when the supply imbalance will subside, we continue to believe the energy markets will
improve. In addition, we believe the petrochemical markets provide long-term growth opportunities for our products and services.
Coupled with our diversification strategy into the defense industry, we remain confident in our ability to achieve the long-term goal of
significantly growing our business. We have invested in capacity to serve our customers in our commercial markets as well as to
expand the work we do for the U.S. Navy, including through our acquisition of BNI. We intend to continue to look for organic growth
opportunities as well as acquisitions or other business combinations that we believe will allow us to expand our presence in both our
existing and ancillary markets.

Our expectations for sales and profitability assume that we are able to operate our production facility in Batavia, New York at
or near normal ("pre-COVID-19") capacity throughout fiscal 2022. We project that approximately 40% to 45% of our $137,567
March 31, 2021 backlog will convert to sales in fiscal 2022. We expect the remaining backlog will convert beyond fiscal 2022, which
includes a combination of U.S. Navy orders that have a long conversion cycle (up to five years) as well as certain commercial orders,
the conversion of which has been extended by our customers. We had no projects cancelled in fiscal 2021. At March 31, 2021, we
had no projects put on hold by our customers.
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Revenue in fiscal 2022 is expected to be $130,000 to $140,000, inclusive of BNI’s revenue for the ten-month period which is
expected to be $45,000 to $48,000. Adjusted earnings before net interest income, income taxes, depreciation and amortization for the
combined business is expected to be approximately $7,000 to $9,000.

Contingencies and Commitments

We have been named as a defendant in lawsuits alleging personal injury from exposure to asbestos allegedly contained in, or
accompanying, our products. We are a co-defendant with numerous other defendants in these lawsuits and intend to vigorously
defend ourselves against these claims. The claims are similar to previous asbestos lawsuits that named us as a defendant. Such
previous lawsuits either were dismissed when it was shown that we had not supplied products to the plaintiffs’ places of work or were
settled by us for immaterial amounts. We cannot provide any assurances that any pending or future matters will be resolved in the
same manner as previous lawsuits.

As of March 31, 2021, we are subject to the claims noted above, as well as other legal proceedings and potential claims that
have arisen in the ordinary course of business. Although the outcome of the lawsuits to which we are, or may become, a party to
cannot be determined and an estimate of the reasonably possible loss or range of loss cannot be made for the majority of claims, we do
not believe that the outcomes, either individually or in the aggregate, will have a material adverse effect on our results of operations,
financial position or cash flows.

Critical Accounting Policies

The discussion and analysis of our financial condition and results of operations are based upon the consolidated financial
statements and the notes to consolidated financial statements included in Item 8 of Part II of this Annual Report on Form 10-K, which
have been prepared in accordance with accounting principles generally accepted in the U.S.

Critical accounting policies are defined as those that reflect significant judgments and uncertainties and could potentially
result in materially different results under different assumptions and conditions.

Revenue Recognition. The Company accounts for revenue in accordance with Accounting Standard Codification 606,
"Revenue from Contracts with Customers" ("ASC 606").

We recognize revenue on all contracts when control of the product is transferred to the customer. Control is generally transferred
when products are shipped, title is transferred, significant risks of ownership have transferred, we have rights to payment, and rewards
of ownership pass to the customer. Customer acceptance may also be a factor in determining whether control of the product has
transferred. Although revenue on the majority of our contracts, as measured by number of contracts, is recognized upon shipment to
the customer, revenue on larger contracts, which are fewer in number but generally represent the majority of revenue, is recognized
over time as these contracts meet specific criteria in ASC 606. Revenue from contracts that is recognized upon shipment accounted
for approximately 40% of revenue in fiscal 2021. Revenue from contracts that is recognized over time accounted for approximately
60% of revenue in fiscal 2021. We recognize revenue over time when contract performance results in the creation of a product for
which we do not have an alternative use and the contract includes an enforceable right to payment in an amount that corresponds
directly with the value of the performance completed. To measure progress towards completion on performance obligations for which
revenue is recognized over time we utilize an input method based upon a ratio of direct labor hours incurred to date to management’s
estimate of the total labor hours to be incurred on each contract or an output method based upon completion of operational milestones,
depending upon the nature of the contract.

Pension and Postretirement Benefits. Defined benefit pension and other postretirement benefit costs and obligations are
dependent on actuarial assumptions used in calculating such amounts. These assumptions are reviewed annually and include the
discount rate, long-term expected rate of return on plan assets, salary growth, healthcare cost trend rate and other economic and
demographic factors. We base the discount rate assumption for our plans on the FTSE Pension Liability Above-Median AA-Index.
The long-term expected rate of return on plan assets is based on the plan’s asset allocation, historical returns and expectations as to
future returns that are expected to be realized over the estimated remaining life of the plan liabilities that will be funded with the plan
assets. The salary growth assumptions are determined based on long-term actual experience and future and near-term outlook. The
healthcare cost trend rate assumptions are based on historical cost and payment data, the near-term outlook, and an assessment of
likely long-term trends.
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Critical Accounting Estimates and Judgments

We have evaluated the accounting policies used in the preparation of the consolidated financial statements and the notes to
consolidated financial statements included in Item 8 of Part II of this Annual Report on Form 10-K and believe those policies to be
reasonable and appropriate.

We believe that the most critical accounting estimates used in the preparation of our consolidated financial statements relate
to labor hour estimates and establishment of operational milestones which are used to recognize revenue over time, accounting for
contingencies, under which we accrue a loss when it is probable that a liability has been incurred and the amount can be reasonably
estimated, and accounting for pensions and other postretirement benefits.

As discussed above under the heading "Critical Accounting Policies," we recognize a majority of our revenue using an over-
time recognition method. The key estimate for the over-time recognition model is total labor to be incurred on each contract and to
the extent that this estimate changes, it may significantly impact revenue recognized in each period.

Contingencies, by their nature, relate to uncertainties that require us to exercise judgment both in assessing the likelihood that
a liability has been incurred as well as in estimating the amount of potential loss. For more information on these matters, see the notes
to consolidated financial statements included in Item 8 of Part II of this Annual Report on Form 10-K.

Accounting for pensions and other postretirement benefits involves estimating the cost of benefits to be provided well into
the future and attributing that cost over the time period each employee works. To accomplish this, extensive use is made of
assumptions about inflation, investment returns, mortality, turnover, medical costs and discount rates. These assumptions are
reviewed annually.

The discount rate used in accounting for pensions and other postretirement benefits expense (income) is determined in
conjunction with our actuary by reference to a current yield curve and by considering the timing and amount of projected future
benefit payments. The discount rate assumption for fiscal 2021 was 3.44% for our defined benefit pension plans and 3.01% for our
other postretirement benefit plan. A reduction in the discount rate of 50 basis points, with all other assumptions held constant, would
have increased fiscal 2021 net periodic benefit expense for our defined benefit pension plans and other postretirement benefit plan by
approximately $352 and $0, respectively.

The expected return on plan assets assumption of 6.5% used in accounting for our pension plan is determined by evaluating
the mix of investments that comprise plan assets and external forecasts of future long-term investment returns. A reduction in the rate
of return of 50 basis points, with other assumptions held constant, would have increased fiscal 2021 net periodic pension expense by
approximately $193.

During fiscal 2021 and fiscal 2020, the pension plan released liabilities for vested benefits of certain participants through the
purchase of nonparticipating annuity contracts with a third-party insurance company. As a result of these transactions, in fiscal 2021
and fiscal 2020, the projected benefit obligation and plan assets each decreased $1,477 and $1,420, respectively.

As part of our ongoing financial reporting process, a collaborative effort is undertaken involving our managers with
functional responsibilities for financial, credit, tax, engineering, manufacturing and benefit matters, and outside advisors such as
lawyers, consultants and actuaries. We believe that the results of this effort provide management with the necessary information on
which to base their judgments and to develop the estimates and assumptions used to prepare the financial statements.

We believe that the amounts recorded in the consolidated financial statements included in Item 8 of Part II of this Annual
Report on Form 10-K related to revenue, contingencies, pensions, other postretirement benefits and other matters requiring the use of
estimates and judgments are reasonable, although actual outcomes could differ materially from our estimates.

New Accounting Pronouncements

In the normal course of business, management evaluates all new accounting pronouncements issued by the Financial
Accounting Standards Board, the SEC, the Emerging Issues Task Force, the American Institute of Certified Public Accountants or any
other authoritative accounting body to determine the potential impact they may have on our consolidated financial statements. For
discussion of the newly issued accounting pronouncements see "Accounting and reporting changes" in Note 1 to the Consolidated
Financial Statements included in Item 8 of Part II of this Annual Report on Form 10-K.
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk

The principal market risks (i.e., the risk of loss arising from market changes) to which we are exposed are foreign currency
exchange rates and price risk.

The assumptions applied in preparing the following qualitative and quantitative disclosures regarding foreign currency
exchange rate, price risk and project cancellation risk are based upon volatility ranges experienced by us in relevant historical periods,
our current knowledge of the marketplace, and our judgment of the probability of future volatility based upon the historical trends and
economic conditions of the markets in which we operate.

Foreign Currency

International consolidated sales for fiscal 2021 were 46% of total sales, up from 36% of sales in fiscal 2020. Operating in
markets throughout the world exposes us to movements in currency exchange rates, including the recent increased volatility in foreign
currency exchange rates resulting from the COVID-19 pandemic. Currency movements can affect sales in several ways, the foremost
being our ability to compete for orders against foreign competitors that base their prices on relatively weaker currencies. Business lost
due to competition for orders against competitors using a relatively weaker currency cannot be quantified. In addition, cash can be
adversely impacted by the conversion of sales made by us in a foreign currency to U.S. dollars. In fiscal 2021, substantially all sales
by us and our wholly owned subsidiaries, for which we were paid, were denominated in the local currency of the respective subsidiary
(U.S. dollars or Chinese RMB).

We have limited exposure to foreign currency purchases. In fiscal 2021, our purchases in foreign currencies represented 1%
of the cost of products sold. At certain times, we may enter into forward foreign currency exchange agreements to hedge our exposure
against potential unfavorable changes in foreign currency values on significant sales and purchase contracts negotiated in foreign
currencies. Forward foreign currency exchange contracts were not used in fiscal 2021 and as of March 31, 2021, we held no forward
foreign currency contracts.

Price Risk

Operating in a global marketplace requires us to compete with other global manufacturers which, in some instances, benefit
from lower production costs and more favorable economic conditions. Although we believe that our customers differentiate our
products on the basis of our manufacturing quality and engineering experience and excellence, among other things, such lower
production costs and more favorable economic conditions mean that our competitors are able to offer products similar to ours at lower
prices. In extreme market downturns, such as we recently experienced, we typically see depressed price levels. Moreover, the cost of
metals and other materials used in our products have experienced significant volatility. Such factors, in addition to the global effects
of the recent volatility and disruption of the capital and credit markets, have resulted in downward demand and pricing pressure on our
products.
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CONSOLIDATED STATEMENTS OF OPERATIONS

Year Ended March 31,
2021 2020 2019
(Amounts in thousands, except per share data)

INEE SALES ..ttt ettt ettt ettt n e ene et ene bt beneenean $ 97,489 $ 90,604 $ 91,831
Cost Of Products SO .......c.eeueiiieiieiieieeee e 77,020 72,456 69,922
GTOSS PLOTIE .ttt ettt ettt eae e nseeneenneas 20,469 18,148 21,909

Other expenses and income:

Selling, general and adminiStrative ............cceeeeeerieeieneeieneee e 17,471 16,879 17,878
Goodwill and other IMPAITMENES ........c.cevervieieriieieeieie e — — 6,449
OthET EXPEIISE ..vevvieieiieiieeteeie st ete et te et et e et e teesaesseesaeeseensesseensesnaessesnnenseas — 617 —
OthEr INCOME ...ttt ettt se et e s e saeenaessesnnenseas (113) (348) (823)
INEEIESt INCOMIE ...ttt aeas (167) (1,324) (1,462)
TNEETEST EXPEIISE ..eevvieeiiieiie ittt ettt ettt ettt ettt et ente et esnaeensee s 11 12 12
Total other expenses and INCOME.........c.eevverrierrieierieeienie e eeeseeeaennees 17,202 15,836 22,054

Income (loss) before provision for INCOME taXES.........ccvevvereerrerrrerieeierieeieneans 3,267 2,312 (145)

Provision fOr INCOME AXES. ......coueruerierieieieieieieceie ettt 893 440 163

NEt INCOME (10SS) ..vrvieeerieeeeeeeeeeteeeeeeeetee ettt et e et seens $ 2374  $ 1,872  § (308)

Per share data:

Basic:

NEt INCOME (10SS) .uvevevviniriieieieieieieieieteteet ettt eas $ 024 $ 0.19 § (0.03)
Diluted:

NEt INCOME (10SS) ..vvvrrierieriirietietieteeteet ettt ettt te e eve e et eseseneas $ 024 § 0.19 § (0.03)

Average common shares outstanding:

BaSIC ettt ettt ettt aeen e ens 9,959 9,876 9,823
DHIULEA. .ttt 9,959 9,879 9,823
Dividends declared per Share............coeeeverieieiiiieinininceesenc e $ 044 $ 043 $ 0.39

See Notes to Consolidated Financial Statements.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

Year Ended March 31,
2021 2020 2019
(Amounts in thousands)
NEt INCOME (10SS) .vvivieiiierieiectieete ettt ettt ettt ettt et er e e ere e eve e enas $ 2,374 $ 1,872 $ (308)
Other comprehensive income (loss):
Foreign currency translation adjustment .............cccoecvevenieneiienesieseeeene 385 (198) (235)
Defined benefit pension and other postretirement plans, net of income tax
benefit of $509, $(153), and $(63), for the years ended March 31, 2021,
2020 and 2019, T€SPECLIVELY ...oovveviriieiieieieeieieeee et 1,774 (525) (348)
Total other comprehensive iNCOmMe (10SS) ...cveeivreviieriieiiieeie e 2,159 (723) (583)
Total comprehensive iNCOME (10SS) ....veveveierieieieieieieiee et $ 4,533 $ 1,149 $ (891)

See Notes to Consolidated Financial Statements.
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CONSOLIDATED BALANCE SHEETS

March 31,

2021

2020

(Amounts in thousands, except per share data)

Assets

Current assets:
Cash and cash eqUIVAIENES ..........c.oiviiiiiiiieieeee e $ 59,532 $ 32,955
TNVESTMENLS .....eviiiiiiieee e e e e ettt e e et e e e et e e e 5,500 40,048
Trade accounts receivable, net of allowances ($29 and $33 at March 31, 2021 and

2020, TESPECIVELY) ettt ettt ettt et sae e s reeaesreenneeneens 17,378 15,400
UNDIIEA TEVEINUE ...ttt ettt e et e et e sebeesaeesbeesaeeaseenes 19,994 14,592
TIIVEIEOTIES ..ottt ettt ettt e et e et e e e et e e e tbeebeestbeesaeeetseesbeesaseenseessseanseensneas 17,332 22,291
Prepaid expenses and other CUITENt @SSELS.........ccuecvririririninenenieeiceereree e 512 906
INCOME taXes TECEIVADIEL .....eoviiiieiieeiieie ettt eneens — 485

TOtal CUITENE ASSELS ...eveieeeeiee et eae e e e e e e e e enneeeeneeean 120,248 126,677
Property, plant and equIPMENt, NET ..........ceviiriiriiiieiieieeiei ettt eenns 17,618 17,587
Prepaid PENSION @SSEL ... ..cc.eiuiriirtirierieieiet ettt ettt sttt sttt ettt et ettt eaeeae b 6,216 3,460
OPErating LEASE ASSELS ...evvevieuiietieiietieteeterte et e steeee st eseeteeneaeseeseeneaaseeneaaseenseeseesaeneaseannans 95 243
ONET @SSEES ..vvetieuieeiietietteete et e et et e ett et e e st et e eseeeseeae e seeasaeseensaeseanseeneaseensaaseenseeneensaeneanseannans 103 153

TOTAL @SSEES ...ttt ettt et et e et et e et e eae et eeae et e eae e eaeeeaas $ 144280  § 148,120
Liabilities and stockholders’ equity
Current liabilities:

Current portion of finance lease Obligations ..........ccecveeeiririrererieieieeeeeeeeeee e $ 21§ 40
ACCOUNLS PAYADIE ...t ettt ettt nae s 17,972 14,253
AcCCIUCd COMPENSATION ....eeuiiieiieiieti ettt et etee et e steeeee et e e teeneesteeneeeseenseeseeseeneenneenees 6,106 4,453
Accrued expenses and other current liabilities..........coeoveririeriecirieeeeee e 4,628 3,352
CUSTOMET AEPOSIES ..envevienieeiieieeiieete et et et e st et e e st eeeeeeeeeeseeaseeseeaseeseeaseenseseeneeaseaneeeseanes 14,059 26,983
Operating 1€ase labilities .......c..eoerireriiiiiieieieieeeeese ettt 46 153
INCOME tAXES PAYADIEC .....oeviieiieiicie ettt eneens 741 —

Total current HabIIItIES ........oooiieieeeee e e 43,573 49,234
Finance 1€ase ODlIZAtiONS .........ccueruiriiriiiiiiieiieieit sttt ettt 34 55
Operating 1€aSe HADIIItIES. ... .cveevieiieeieti ettt ettt et e e see et e eseeeeeeeese e eeeeeeans 37 82
Deferred income tax Hability ......c..ooerieriiriiiiiiiieiece et e 635 721
Accrued pension HaDIIILY ........cociiiieriiiieiieeee e enaens 1,557 747
Accrued postretiremMent BENETILS .......c.ovviiiiriiiieiieieeieieeeei ettt eeaens 515 557

TOtAl HADIIIEIES ..ottt e e e et e e e e e e e e eenaeeeeaeeeenns 46,351 51,396
Commitments and contingencies (Notes 8 and 17)
Stockholders’ equity:

Preferred stock, $1.00 par value, 500 shares authorized

Common stock, $.10 par value, 25,500 shares authorized; 10,748 and 10,689 shares

issued and 9,959 and 9,881 shares outstanding at March 31, 2021 and 2020,

TESPECEIVELY Lottt ettt ettt eae st eae e ste b e taenbeeraens 1,075 1,069
Capital in €XCess Of PAL VAIUC .......ccuveiiiieiiciieiieecie ettt 27,272 26,361
REtAINEd CAIMINGS .....ovvieviiiieeieiieeecie ettt ettt ettt ettt sbe e e e ebeesaesaeessesaeessesssessessnens 89,372 91,389
Accumulated other comprehensive 10SS .......ceovviviiiiieiiiiieieeeeceeee e (7,397) (9,556)
Treasury stock (790 and 808 shares at March 31, 2021 and 2020, respectively)........... (12,393) (12,539)

Total StOCKhOIARIS™ @QUILY....ecueitieuiiitieie ettt 97,929 96,724

Total liabilities and stockholders” €qUILY .......ccueeieierieienieeriee e $ 144280 $ 148,120

See Notes to Consolidated Financial Statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Operating activities:

NEt INCOME (10SS) ..vrevvervieieiieieetieiesie et et et e et et et e ettt e ete et esseeteesaesseeseessenseeaeas
Adjustments to reconcile net income (loss) to net cash (used) provided by
operating activities:
DEPIECIALION ...ttt ettt ettt e e sseeneeneeseeneas
AMOTHIZATION ...ttt
Amortization of unrecognized prior service cost and actuarial losses..........
Goodwill and other IMPAITMENLES ........ceeverierieieriereeeeeee et
Equity-based compensation EXPense ..........ceeceeverueruereenienieneenienenieeeeneennens
(Gain) loss on disposal or sale of property, plant and equipment.................
Loss on sale of Energy Steel & Supply Co..cc.eeveiiviiiieniiiiiieeccieeee
Deferred INCOME tAXES ...e.eeuveriiriiiieiieiieii ettt
(Increase) decrease in operating assets:
Accounts TeCEIVADIE .....c..ceviriiiiiiiiitccc e
UNDIlEd TEVENUE ...ttt
INVENEOTIES ...ttt ettt
Income taxes receiVable .......cc.couiiiiiiriiiieiee e
Prepaid expenses and other current and non-current assets....................
OPErating [€aSE ASSELS ...cvevueeuieeiriierieiteeteetiete et eeesee et esee e seeeneeneeseeenis
Prepaid pension @SSEL ..........eccveririeieriirieeieieese s
Increase (decrease) in operating liabilities:
ACCOUNES PAYADIC ...
Accrued compensation, accrued expenses and other current and
non-current Habilities ......c.evveieeririnieiiiieceeee e
CUSLOMET AEPOSIES ..evvveirieniieiieciieeiie et eie et e eete e e e esbeeseeessaeenneenseenes
Operating lease labilitieS.........ccvcveieriiieierieeeei e
Long-term portion of accrued compensation, accrued pension
liability and accrued postretirement benefits ..............cccoeeeevveineenne.
Net cash (used) provided by operating activities..........ceeeeeeruereeriereseeierieeneas

Investing activities:

Purchase of property, plant and eqUipment ............c.ccoeveeruerenienieeneneeeeeen
Proceeds from disposal of property, plant and equipment ...........ccccceeveveerienne
Proceeds from the sale of Energy Steel & Supply Co. ..ccoovveviiiveiiieniiieiee
Purchase of INVESTMENTS .........cooiiiiiieiieieiiiei ettt ees
Redemption of investments at maturity
Net cash provided (used) by investing activities .........ccceeceervereneeriereneeieiennns

Financing activities:
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Principal repayments on finance lease obligations............ccevuerveierienieierienenne
Principal repayments on long-term debt...........cccoeivviiririiiinininieesceeeee
Proceeds from the issuance of long-term debt..........ccoceeieiieiiiiieiiiiieieieiee
Issuance of COMMON STOCK.........ccueiriiririiiiiiiciccrecc e
Dividends Paid.......cceeverieiinieeieieie e
Purchase of treasury StOCK .........ccuovieiiiieiieeieieieet e
Net cash used by financing aCtiVities ..........cceeveeruerierierieseeiere e
Effect of exchange rate changes on cash..........c.ccocoeoiiiiiiiciiiiiiiieeceee,
Net increase (decrease) in cash and cash equivalents, including cash

classified within current assets held for sale...........cccoocveviriniiiineniieee
Net decrease (increase) in cash classified within current assets

held FOr SALE ..uviiiiiiceeiec e
Net increase (decrease) in cash and cash equivalents...........ccccooeevevenenienennen.
Cash and cash equivalents at beginning of year...........cccccevevereninenenerecnenes
Cash and cash equivalents at end of Year ...........coeceevererieiieniiieeee e

Year Ended March 31,
2021 2020 2019
(Dollar amounts in thousands)
2374 $ 1872 $ (308)
1,945 1,957 1,968
— 11 237
1,066 997 875
184 — 6,449
864 975 1,069
2 (1) 30
— 181 —
(561) (287) (159)
(1,791) 2,044 (1,227)
(5,298) (7,070) (2,519)
5,185 2,279 (2,068)
1,215 588 396
416 358 (576)
155 214 —
(841) (871) (1,181)
3,556 1,826 (2,572)
3,101 (52) 1,118
(13,206) (3,683) 6,328
(158) (140) —
70 41 57
(1,722) 1,239 7,917
(2,158) (2,417) (2,138)
7 12 —
— 602 —
(42,603) (181,462) (115,342)
77,151 204,146 88,633
32,397 20,881 (28,847)
(40) (51) o7)
(4,599) — —
4,599 — —
— 24 307
(4,391) (4,250) (3,834)
(23) (230) (146)
(4,454) (4,507) (3,770)
356 (231) (183)
26,577 17,382 (24,883)
— 552 (552)
26,577 17,934 (25,435)
32,955 15,021 40,456
59,532 $ 32955 § 15,021

See Notes to Consolidated Financial Statements.



CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
Years Ended March 31, 2021, 2020 and 2019

(Dollar and share amounts in thousands)

Accumulated
Common Stock Capital in Other Total
Par Excess of  Retained Comprehensive Treasury Stockholders'
Shares Value Par Value  Earnings Loss Stock Equity

Balance at April 1, 2018 .....cccoieiiiiiiiieieieeeeeeee 10,579 $ 1,058 $ 23,826 §$ 99,011 § (8,250) $(12,296) $ 103,349
Cumulative effect of change in accounting principle...... (1,022) (1,022)
Comprehensive LOSS......ccueeeerieieriieierieeee e (308) (583) (891)
Issuance of Shares ..........ccoceverererienenieiccceeeeeceee 72 7 300 307
Forfeiture of shares...........cccovveieriiecienieiecieeecee e (1) — — —
DiIvIdends.......cccoerereriniiinereeeee s (3,834) (3,834)
Recognition of equity-based compensation expense....... 1,069 1,069
Purchase of treasury stocK........ccocvevverievienienienieieeeenen. (146) (146)
Issuance of treasury StocK.........ccocvvevverievienierienieieeeenns, 82 52 134
Balance at March 31, 2019 ...c.coooiiiiiiiieeeeee, 10,650 1,065 25,277 93,847 (8,833) (12,390) 98,966
Cumulative effect of change in accounting principle...... (80) (80)
Comprehensive INCOME .......ccveeeeerreererreeeenreereereereseeennes 1,872 (723) 1,149
Issuance of Shares ..........ccccevererenieneneeeeeeeeee 84 8 16 24
Forfeiture of shares...........cccoovevevviecienieiiceeieeeee e (45) 4) 4 —
DiIvIdends.......cooeeuiriiiiieiese e (4,250) (4,250)
Recognition of equity-based compensation expense....... 975 975
Purchase of treasury stock .........ccoceeveveeienienenienencnee, (230) (230)
Issuance of treasury Stock..........cooeevierieninieienieenenee, 89 81 170
Balance at March 31, 2020 .........ccccoviiieieieieieieeeeee, 10,689 1,069 26,361 91,389 (9,556) (12,539) 96,724
Comprehensive iMNCOME .......ccceeeveerieeiierieeieesieeieenieeens 2,374 2,159 4,533
Issuance of Shares.........ccoecveeeiiiciiesiecieeeee e 113 11 (11) —
Forfeiture of shares...........ccoeviveieeiiiciieciceecceeee, (54) 5) 5 —
DiIvIdends........c.oevuieiiiiiieeie et (4,391) (4,391)
Recognition of equity-based compensation expense....... 864 864
Purchase of treasury stock..........coceveveieiciccieiinicncnenne, (23) (23)
Issuance of treasury StocK.........ccoovevverieienienienieeeenee. 53 169 222
Balance at March 31, 2021 ...c.ooeviiniiniiiiiiicicicccceee, 10,748 § 1,075 $27,272 $89,372 $ (7,397) $(12,393)§ 97,929

See Notes to Consolidated Financial Statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Years Ended March 31, 2021, 2020 and 2019
(Amounts in thousands, except per share data)

Note 1 - The Company and Its Accounting Policies:

Graham Corporation, and its operating subsidiaries, (together, the "Company"), is a global designer, manufacturer and supplier
of vacuum and heat transfer equipment used in the energy, defense, chemical and petrochemical industries. During the fiscal year
ended March 31, 2020 the Company sold its wholly-owned subsidiary, Energy Steel & Supply Co. ("Energy Steel"), located in
Lapeer, Michigan. The accompanying Consolidated Financial Statements include the results of operations of Energy Steel for the
period April 1, 2018 through June 23, 2019. During the fiscal year ended March 31, 2019, the Company established Graham India
Private Limited ("GIPL") as a wholly-owned subsidiary. GIPL, located in Ahmedabad, India, serves as a sales and market
development office focusing on the refining, petrochemical and fertilizer markets. The Company's significant accounting policies are
set forth below.

The Company's fiscal years ended March 31, 2021, 2020 and 2019 are referred to as "fiscal 2021," "fiscal 2020" and "fiscal
2019," respectively.

Principles of consolidation and use of estimates in the preparation of consolidated financial statements

The consolidated financial statements include the accounts of the Company and its wholly-owned subsidiaries, Energy Steel,
located in Lapeer, Michigan, Graham Vacuum and Heat Transfer Technology (Suzhou) Co., Ltd., located in China, and GIPL, located
in India. All intercompany balances, transactions and profits are eliminated in consolidation.

The preparation of consolidated financial statements in conformity with accounting principles generally accepted in the U.S.
("GAAP") requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements, as well as the related revenues and expenses
during the reporting period. Actual amounts could differ from those estimated.

Translation of foreign currencies

Assets and liabilities of the Company's foreign subsidiary are translated into U.S. dollars at currency exchange rates in effect at
year end and revenues and expenses are translated at average exchange rates in effect for the year. Gains and losses resulting from
foreign currency transactions are included in results of operations. The Company's sales and purchases in foreign currencies are
minimal. Therefore, foreign currency transaction gains and losses are not significant. Gains and losses resulting from translation of
foreign subsidiary balance sheets are included in a separate component of stockholders' equity. Translation adjustments are not
adjusted for income taxes since they relate to an investment, which is permanent in nature.

Revenue recognition

The Company accounts for revenue in accordance with Accounting Standard Codification 606, "Revenue from Contracts with
Customers" ("ASC 606").

The Company recognizes revenue on all contracts when control of the product is transferred to the customer. Control is
generally transferred when products are shipped, title is transferred, significant risks of ownership have transferred, the Company has
rights to payment, and rewards of ownership pass to the customer. Customer acceptance may also be a factor in determining whether
control of the product has transferred. Although revenue on the majority of the Company’s contracts, as measured by number of
contracts, is recognized upon shipment to the customer, revenue on larger contracts, which are fewer in number but generally
represent the majority of revenue, is recognized over time as these contracts meet specific criteria in ASC 606.

Cash and cash equivalents

Cash and cash equivalents consist of cash and highly liquid, short-term investments with maturities at the time of purchase of
three months or less.

Shipping and handling fees and costs

Shipping and handling fees billed to the customer are recorded in net sales and the related costs incurred for shipping and
handling are included in cost of products sold.
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Investments

Investments consist of certificates of deposits with financial institutions. All investments have original maturities of greater than
three months and less than one year and are classified as held-to-maturity, as the Company believes it has the intent and ability to hold
the securities to maturity. The investments are stated at amortized cost which approximates fair value. All investments held by the
Company at March 31, 2021 are scheduled to mature on or before June 24, 2021.

Inventories

Inventories are stated at the lower of cost or net realizable value, using the average cost method. Unbilled revenue (contract
assets) in the Consolidated Balance Sheets represents revenue recognized that has not been billed to customers on contracts in which
revenue is recognized over time. All progress payments exceeding unbilled revenue are presented as customer deposits (contract
liabilities) in the Consolidated Balance Sheets.

Property, plant, equipment, depreciation and amortization

Property, plant and equipment are stated at cost net of accumulated depreciation and amortization. Major additions and
improvements are capitalized, while maintenance and repairs are charged to expense as incurred. Depreciation and amortization are
provided based upon the estimated useful lives, or lease term if shorter, under the straight-line method. Estimated useful lives range
from approximately three to eight years for office equipment, eight to 25 years for manufacturing equipment and 40 years for
buildings and improvements. Upon sale or retirement of assets, the cost and related accumulated depreciation are removed from the
accounts and any resulting gain or loss is included in the results of operations.

Business combinations

The Company records its business combinations under the acquisition method of accounting. Under the acquisition method of
accounting, the Company allocates the purchase price of each acquisition to the tangible and identifiable intangible assets acquired
and liabilities assumed based on their respective fair values at the date of acquisition. The fair value of identifiable intangible assets is
based upon detailed valuations that use various assumptions made by management. Any excess of the purchase price over the fair
value of the net tangible and intangible assets acquired is allocated to goodwill. Direct acquisition-related costs are expensed as
incurred.

Impairment of long-lived assets

The Company assesses the impairment of definite-lived long-lived assets or asset groups when events or changes in
circumstances indicate that the carrying value may not be recoverable. Factors that are considered in deciding when to perform an
impairment review include: a significant decrease in the market price of the asset or asset group; a significant adverse change in the
extent or manner in which a long-lived asset or asset group is being used or in its physical condition; an accumulation of costs
significantly in excess of the amount originally expected for the acquisition or construction; a current-period operating or cash flow
loss combined with a history of operating or cash flow losses or a projection or forecast that demonstrates continuing losses associated
with the use of a long-lived asset or asset group; or a current expectation that, more likely than not, a long-lived asset or asset group
will be sold or otherwise disposed of significantly before the end of its previously estimated useful life. The term more likely than not
refers to a level of likelihood that is more than 50%.

Recoverability potential is measured by comparing the carrying amount of the asset or asset group to its related total future
undiscounted cash flows. If the carrying value is not recoverable through related cash flows, the asset or asset group is considered to
be impaired. Impairment is measured by comparing the asset or asset group's carrying amount to its fair value. When it is determined
that useful lives of assets are shorter than originally estimated, and no impairment is present, the rate of depreciation is accelerated in
order to fully depreciate the assets over their new shorter useful lives.

Goodwill and intangible assets with indefinite lives are tested annually for impairment. The Company assesses goodwill for
impairment by comparing the fair value of its reporting units to their carrying amounts. If the fair value of a reporting unit is less than
its carrying value, an impairment loss is recorded to the extent that the implied fair value of the goodwill within the reporting unit is
less than its carrying value. Fair values for reporting units are determined based on a weighted combination of the market approach
and the income approach using discounted cash flows. Indefinite lived intangible assets are assessed for impairment by comparing the
fair value of the asset to its carrying value.
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Product warranties

The Company estimates the costs that may be incurred under its product warranties and records a liability in the amount of such
costs at the time revenue is recognized. The reserve for product warranties is based upon past claims experience and ongoing
evaluations of any specific probable claims from customers. A reconciliation of the changes in the product warranty liability is
presented in Note 7.

Research and development

Research and development costs are expensed as incurred. The Company incurred research and development costs of $3,367,
$3,353 and $3,538 in fiscal 2021, fiscal 2020 and fiscal 2019, respectively. Research and development costs are included in the line
item “Cost of products sold” in the Consolidated Statements of Operations.

Income taxes

The Company recognizes deferred income tax assets and liabilities for the expected future tax consequences of events that have
been recognized in the Company's financial statements or tax returns. Deferred income tax assets and liabilities are determined based
on the difference between the financial statement and tax bases of assets and liabilities using currently enacted tax rates. The
Company evaluates the available evidence about future taxable income and other possible sources of realization of deferred income
tax assets and records a valuation allowance to reduce deferred income tax assets to an amount that represents the Company's best
estimate of the amount of such deferred income tax assets that more likely than not will be realized.

The Company accounts for uncertain tax positions using a "more likely than not" recognition threshold. The evaluation of
uncertain tax positions is based on factors including, but not limited to, changes in tax law, the measurement of tax positions taken or
expected to be taken in tax returns, the effective resolution of matters subject to audit, new audit activity and changes in facts or
circumstances related to a tax position. These tax positions are evaluated on a quarterly basis. It is the Company's policy to recognize
any interest related to uncertain tax positions in interest expense and any penalties related to uncertain tax positions in selling, general
and administrative expense.

The Company files federal and state income tax returns in several U.S. and non-U.S. domestic and foreign jurisdictions. In most
tax jurisdictions, returns are subject to examination by the relevant tax authorities for a number of years after the returns have been
filed.

Equity-based compensation

The Company records compensation costs related to equity-based awards based on the estimated fair value of the award on the
grant date. Compensation cost is recognized in the Company's Consolidated Statements of Operations over the applicable vesting
period. The Company uses the Black-Scholes valuation model as the method for determining the fair value of its stock option awards.
For service and performance based restricted stock awards, the fair market value of the award is determined based upon the closing
value of the Company's stock price on the grant date. The fair market value of market-based performance restricted stock awards is
determined using the Monte Carlo valuation model. The amount of equity-based compensation expense recognized during a period is
based on the portion of the awards that are ultimately expected to vest. The Company estimates the forfeiture rate at the grant date by
analyzing historical data and revises the estimates in subsequent periods if the actual forfeiture rate differs from the estimates.
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Income (loss) per share data

Basic income (loss) per share is computed by dividing net income (loss) by the weighted average number of common shares
outstanding for the period. Diluted income (loss) per share is calculated by dividing net income (loss) by the weighted average
number of common shares outstanding and, when applicable, potential common shares outstanding during the period.

A reconciliation of the numerators and denominators of basic and diluted (loss) income per share is presented below:

Year ended March 31,

2021 2020 2019
Basic income (loss) per share:
Numerator:
Net income (10SS) .ouvivvevieieriieriieiiiereeieeeeieee et $ 2,374 3 1,872 3 (308)
Denominator:
Weighted average common shares outstanding............. 9,959 9,876 9,823
Basic income (1088) per share............ccceeeirieieeinieieeeieenne $ 024 $ 0.19 3 (0.03)
Diluted income (loss) per share:
Numerator:
Net income (10SS) .vivvrieeeriiereeeeeeeeeeeeeeeeeeeee e $ 2,374 3 1,872 3 (308)
Denominator:
Weighted average common shares outstanding............. 9,959 9,876 9,823
Stock options outstanding .........c.cccecevvereneneninenenienee — 3 —
Weighted average common and potential common
shares outstanding ..........ccoceveeeerieeienieieee e 9,959 9,879 9,823
Diluted income (10SS) per Share ..........ccccevveevveerieiereiereeerenans $ 024 § 0.19 § (0.03)

None of the options to purchase shares of common stock which totaled 37 and 39 in fiscal 2021 and fiscal 2019, respectively,
were included in the computation of diluted loss per share as the affect would be anti-dilutive given their exercise price as they would
not be dilutive upon issuance or due to the net losses in the fiscal year.

Cash flow statement

The Company considers all highly liquid investments with an original maturity of three months or less at the time of purchase to
be cash equivalents.

Interest paid was $11 in fiscal 2021 and $12 in each of fiscal 2020 and fiscal 2019. In addition, income taxes paid (refunded)
were $200 in fiscal 2021, $139 in fiscal 2020 and $(73) in fiscal 2019.

In fiscal 2021, fiscal 2020 and fiscal 2019, non-cash activities included pension and other postretirement benefit income (loss)
adjustments, net of income tax, of $1,774, $(525) and $(348), respectively. Also, in fiscal 2021, fiscal 2020 and fiscal 2019, non-cash
activities included the issuance of treasury stock valued at $222, $170 and $134, respectively, to the Company's Employee Stock
Purchase Plan (See Note 13).

At March 31, 2021, 2020 and 2019, there were $173, $162 and $85, respectively, of capital purchases that were recorded in
accounts payable and are not included in the caption "Purchase of property, plant and equipment” in the Consolidated Statements of
Cash Flows. In fiscal 2021, fiscal 2020 and fiscal 2019, capital expenditures totaling $0, $0 and $100, respectively, were financed
through the issuance of capital leases.

Accumulated other comprehensive loss

Comprehensive income (loss) is comprised of net income and other comprehensive income or loss items, which are accumulated
as a separate component of stockholders' equity. For the Company, other comprehensive income or loss items include a foreign
currency translation adjustment and pension and other postretirement benefit adjustments.
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Fair value measurements

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability (i.e. the "exit price") in an
orderly transaction between market participants at the measurement date. The accounting standard for fair value establishes a
hierarchy for inputs used in measuring fair value that maximizes the use of observable inputs and minimizes the use of unobservable
inputs by requiring that the most observable inputs be used when available. Observable inputs are inputs that market participants
would use in pricing the asset or liability developed based on market data obtained from sources independent of the Company.
Unobservable inputs are inputs that reflect the Company's assumptions about the assumptions market participants would use in pricing
the asset or liability developed based on the best information available in the circumstances. The hierarchy is broken down into three
levels based on the reliability of inputs as follows:

Level 1 — Valuations based on quoted prices in active markets for identical assets or liabilities that the Company has the ability
to access. Since valuations are based on quoted prices that are readily and regularly available in an active market, valuation of these
products does not entail a significant degree of judgment.

Level 2 — Valuations determined from quoted prices for similar assets or liabilities in active markets, quoted prices for identical
instruments in markets that are not active or by model-based techniques in which all significant inputs are observable in the market.

Level 3 — Valuations based on inputs that are unobservable and significant to the overall fair value measurement. The degree of
judgment exercised in determining fair value is greatest for instruments categorized in Level 3.

The availability of observable inputs can vary and is affected by a wide variety of factors, including, the type of asset/liability,
whether the asset/liability is established in the marketplace, and other characteristics particular to the transaction. To the extent that
valuation is based on models or inputs that are less observable or unobservable in the market, the determination of fair value requires
more judgment. In certain cases, the inputs used to measure fair value may fall into different levels of the fair value hierarchy. In
such cases, for disclosure purposes the level in the fair value hierarchy within which the fair value measurement in its entirety falls is
determined based on the lowest level input that is significant to the fair value measurement in its entirety.

Fair value is a market-based measure considered from the perspective of a market participant rather than an entity-specific
measure. Therefore, even when market assumptions are not readily available, assumptions are required to reflect those that market
participants would use in pricing the asset or liability at the measurement date.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and reported amounts of sales and expenses during the reporting period. Actual results could differ materially from those
estimates.

Accounting and reporting changes

In the normal course of business, management evaluates all new accounting pronouncements issued by the Financial
Accounting Standards Board ("FASB"), the Securities and Exchange Commission ("SEC"), the Emerging Issues Task Force, the
American Institute of Certified Public Accountants or any other authoritative accounting body to determine the potential impact they
may have on the Company's consolidated financial statements.

In August 2018, the FASB issued ASU No. 2018-14, "Disclosure Framework-Changes to the Disclosure Requirements for
Defined Benefit Plans," which removes disclosures that no longer are considered cost beneficial, clarifies specific disclosure
requirements and adds disclosure requirements identified as relevant for defined benefit pension and other postretirement benefit
plans. This amendment is effective for fiscal years ending after December 15, 2020. The amendment requires application on a
retrospective basis to all periods presented. The Company adopted the new guidance in fiscal 2021. The adoption of this ASU did not
have a material impact on the Company's Consolidated Financial Statements.

In December 2019, the FASB issue ASU No. 2019-12, "Simplifying the Accounting for Income Taxes." The amended guidance
simplifies the accounting for income taxes, eliminating certain exceptions to the general income tax principles, in an effort to reduce
the cost and complexity of application. The amended guidance is effective for fiscal years beginning after December 15, 2020,
including interim periods within those fiscal years. Earlier application is permitted. The guidance requires application on either a
prospective, retrospective or modified retrospective basis, contingent on the income tax exception being applied. The Company
believes the adoption of this ASU will not have a material impact on its Consolidated Financial Statements.

Management does not expect any other recently issued accounting pronouncements, which have not already been adopted, to
have a material impact on the Company's consolidated financial statements.
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Note 2 — Revenue Recognition:

The Company recognizes revenue on all contracts when control of the product is transferred to the customer. Control is
generally transferred when products are shipped, title is transferred, significant risks of ownership have transferred, the Company has
rights to payment, and rewards of ownership pass to the customer.

The following tables present the Company's net sales disaggregated by product line and geographic area:

Year ended March 31,

Product Line 2021 2020 2019

Heat transfer eqUipment...........coeveevvererierinieieieeeeeeeeeeveeenenns $ 41,133 § 31,986 $ 24,785
Vacuum qQUIPMENL........ecieierreeieerieieerieteeeeereeeeeeeeeeeeesseennes 36,792 33,354 34,461
AL OtNET .. 19,564 25,264 32,585
INEE SALES ...ttt $ 97,489 $ 90,604 $ 91,831

Year ended March 31,

Geographic Area 2021 2020 2019

ASIA oo $ 25,614 § 5,517 $ 10,292
CaNAA....cceiiiiiie e 6,538 8,907 16,602
Middle EASt ...cooouiiiiiiieieeeeeeee e 4,843 13,112 2,610
SOUth AMETICA......vvviiiiiiiiiiie et e eaaaes 6,202 3,783 324
U S e 52,724 58,042 59,441
ATLONET oo 1,568 1,243 2,562
INEE SALES .ottt e e e e eeanens $ 97,489 § 90,604 $ 91,831

The final destination of products shipped is the basis used to determine net sales by geographic area. No sales were made to the
terrorist sponsoring nations of Sudan, Iran, or Syria.

A performance obligation represents a promise in a contract to provide a distinct good or service to a customer and is the unit of
accounting pursuant to ASC 606. The Company accounts for a contract when it has approval and commitment from both parties, the
rights of the parties are identified, payment terms are identified, the contract has commercial substance and collectability of
consideration is probable. Transaction price reflects the amount of consideration to which the Company expects to be entitled in
exchange for transferred products. A contract’s transaction price is allocated to each distinct performance obligation and revenue is
recognized as the performance obligation is satisfied. In certain cases, the Company may separate a contract into more than one
performance obligation, while in other cases, several products may be part of a fully integrated solution and are bundled into a single
performance obligation. If a contract is separated into more than one performance obligation, the Company allocates the total
transaction price to each performance obligation in an amount based on the estimated relative standalone selling prices of the
promised goods underlying each performance obligation. The Company has made an accounting policy election to exclude from the
measurement of the contract price all taxes assessed by government authorities that are collected by the Company from its customers.
The Company does not adjust the contract price for the effects of a financing component if the Company expects, at contract
inception, that the period between when a product is transferred to a customer and when the customer pays for the product will be one
year or less. Shipping and handling fees billed to the customer are recorded in revenue and the related costs incurred for shipping and
handling are included in cost of products sold.

Revenue on the majority of the Company’s contracts, as measured by number of contracts, is recognized upon shipment to the
customer, however, revenue on larger contracts, which are fewer in number but generally represent the majority of revenue, is
recognized over time as these contracts meet specific criteria established in ASC 606. Revenue from contracts that is recognized
upon shipment accounted for approximately 40%, 30% and 40% of revenue in fiscal 2021, fiscal 2020 and fiscal 2019, respectively.
Revenue from contracts that is recognized over time accounted for approximately 60%, 70% and 60% of revenue in fiscal 2021, fiscal
2020 and fiscal 2019, respectively. In fiscal 2021, revenue recognized over time as a percentage of total revenue was lower as
compared with the prior year due to limited production on large contracts during the first quarter of fiscal 2021 as a result of the
COVID-19 pandemic, as well as the completion of two large projects in China which did not meet the criteria for recognizing revenue
over time. The Company recognizes revenue over time when contract performance results in the creation of a product for which the
Company does not have an alternative use and the contract includes an enforceable right to payment in an amount that corresponds
directly with the value of the performance completed. To measure progress towards completion on performance obligations for which
revenue is recognized over time the Company utilizes an input method based upon a ratio of direct labor hours incurred to date to
management’s estimate of the total labor hours to be incurred on each contract or an output method based upon completion of
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operational milestones, depending upon the nature of the contract. The Company has established the systems and procedures essential
to developing the estimates required to account for performance obligations over time. These procedures include monthly review by
management of costs incurred, progress towards completion, identified risks and opportunities, sourcing determinations, changes in
estimates of costs yet to be incurred, availability of materials, and execution by subcontractors. Sales and earnings are adjusted on a
cumulative catch-up basis in current accounting periods based upon revisions in the contract value due to pricing changes and
estimated costs at completion. Losses on contracts are recognized immediately when evident to management.

The timing of revenue recognition, invoicing and cash collections affect trade accounts receivable, unbilled revenue (contract
assets) and customer deposits (contract liabilities) on the Consolidated Balance Sheets. Unbilled revenue represents revenue on
contracts that is recognized over time and exceeds the amount that has been billed to the customer. Unbilled revenue is separately
presented in the Consolidated Balance Sheets. The Company may receive a customer deposit or have an unconditional right to receive
a customer deposit prior to revenue being recognized. Because the performance obligations related to such customer deposits may not
have been satisfied, a contract liability is recorded and an offsetting asset of equal amount is recorded as a trade accounts receivable
until the deposit is collected. Customer deposits are separately presented in the Consolidated Balance Sheets. Customer deposits are
not considered a significant financing component as they are generally received less than one year before the product is completed or
used to procure specific material on a contract, as well as related overhead costs incurred during design and construction.

Net contract assets (liabilities) consisted of the following:

March 31, March 31,
2021 2020 Change
Unbilled reVENUE .......ocvvieiiiciiieieeceeeeecte e $ 19,994 § 14592 § 5,402
CUStOMET dEPOSILS ...evvieieiieiierieeee ettt (14,059) (26,983) 12,924
Net (over) under billings .........cccveevieirieirieerieieieeeeeeeeeveeens $ 5935 §  (12,391) § 18,326

Contract liabilities at March 31, 2021 and 2020 include $1,603 and $3,660, respectively, of customer deposits for which the
Company has an unconditional right to collect payment. Trade accounts receivable, as presented on the Consolidated Balance Sheets,
includes corresponding balances at March 31, 2021 and 2020, respectively. Revenue recognized in fiscal 2021 that was included in
the contract liability balance at March 31, 2020 was $20,833. Changes in the net contract liability balance during fiscal 2021 were
impacted by a $5,402 increase in contract assets, of which $29,836 was due to contract progress offset by invoicing to customers of
$24,434. In addition, contract liabilities decreased $12,924 driven by new customer deposits of $7,909 offset by revenue recognized
in fiscal 2021 that was included in the contract liability balance at March 31, 2020.

Receivables billed but not paid under retainage provisions in the Company’s customer contracts were $3,747 and $2,016 at
March 31, 2021 and 2020, respectively.

Incremental costs to obtain a contract consist of sales employee and agent commissions. Commissions paid to employees and
sales agents are capitalized when paid and amortized to selling, general and administrative expense when the related revenue is
recognized. Capitalized costs, net of amortization, to obtain a contract were $39 and $45 at March 31, 2021 and 2020, respectively,
and are included in the line item "Prepaid expenses and other current assets" in the Consolidated Balance Sheets. The related
amortization expense was $600, $169 and $168 in fiscal 2021, fiscal 2020 and fiscal 2019, respectively.

The Company's remaining unsatisfied performance obligations represent a measure of the total dollar value of work to be
performed on contracts awarded and in progress. The Company also refers to this measure as backlog. As of March 31, 2021, the
Company had remaining unsatisfied performance obligations of $137,567. The Company expects to recognize revenue on
approximately 40% to 45% of the remaining performance obligations within one year, 20% to 30% in one to two years and the
remaining beyond two years.

Note 3 — Asset Dispositions:

In March 2019, the Company's Board of Directors approved a plan to sell Energy Steel. Energy Steel met all of the criteria to
classify its assets and liabilities as held for sale at March 31, 2019. As part of the required assessment under the held for sale
guidance, the Company determined that the approximate fair value less costs to sell the operations was less than its carrying value and,
as a result, an impairment loss totaling $6,449 was recorded in fiscal 2019. (See Note 6 to the Consolidated Financial Statements for
further discussion.)

In fiscal 2020 the Company completed the sale of Energy Steel. Under the terms of the stock purchase agreement, the Company
received proceeds of $602, subject to certain adjustments, including a customary working capital adjustment. The Company
recognized a loss on the disposal of $181. In addition, in fiscal 2020 the Company incurred a bad debt charge of $98 and an inventory
write down of $338 related to the bankruptcy of Westinghouse Electric Company. All of these items are included in the line item
"Other expense" in the Consolidated Statement of Operations for fiscal 2020.
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Note 4 — Inventories:

Major classifications of inventories are as follows:

March 31,
2021 2020
Raw materials and SUPPLIes ........ccoocveviirieriiiieniiieseeeeee s $ 3,490 $ 3,061
WOTK 10 PLOCESS ..ottt eeees 12,196 18,018
Finished products..........ccocvecierieiinieieciee e 1,646 1,212
$ 17332 $ 22,291
Note 5 — Property, Plant and Equipment:
Major classifications of property, plant and equipment are as follows:
March 31,
2021 2020
Land ..ooeeiieeece e $ 365 $ 171
Buildings and leasehold improvements...........c.ccocceveeiereeiennens 21,095 19,393
Machinery and equipment ...........coeeerereerenieneiieneeee e 31,619 30,474
CONSIIUCTION 1N PLOZIESS «..veevvenrienietieneerieeiesieenteeneeneeeneenieeneeneeens 8 1,360
53,087 51,398
Less — accumulated depreciation and amortization.................... 35,469 33,811
$ 17,618 $ 17,587

Depreciation expense in fiscal 2021, fiscal 2020 and fiscal 2019 was $1,945, $1,957, and $1,968, respectively.

Note 6— Goodwill and Other Impairments:

Finite-lived intangible assets are amortized on a straight-line basis over their estimated useful lives. Intangible amortization

expense was $0, $0 and $180 in fiscal 2021, fiscal 2020 and fiscal 2019, respectively.

As disclosed in Note 3, in fiscal 2019, the Company's Board of Directors approved a plan to sell Energy Steel. As a result, an
impairment loss totaling $6,449 was recorded related to the disposition of Energy Steel which included impairment losses of $1,700,
$2,000, $1,208, $1,222 and $319 for permits, tradename, customer relationships, goodwill and other long-lived assets, respectively. In

fiscal 2020, the Company completed the sale of Energy Steel.

Note 7 — Product Warranty Liability:

The reconciliation of the changes in the product warranty liability is as follows:

Balance at beginning of Year ..........ccecceveeriiieniiieieeeeeeee $

Expense for product Warranties .............cceeeeeereeeeneeieneeiennenns
Product warranty claims paid ..........cocceeeeriiiieniiieieee e

Balance at end of year.........ccccocvirinineneniicceee $

Year ended March 31,
2021 2020
359 % 366
344 62
(77) (69)
626 $ 359

The product warranty liability is included in the line item "Accrued expenses and other current liabilities" in the Consolidated

Balance Sheets.
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Note 8 - Leases:

The Company leases certain manufacturing facilities, office space, machinery and office equipment. An arrangement is
considered to contain a lease if it conveys the right to use and control an identified asset for a period of time in exchange for
consideration. If it is determined that an arrangement contains a lease, then a classification of a lease as operating or finance is
determined by evaluating the five criteria outlined in the lease accounting guidance at inception. Leases generally have remaining
terms of one year to five years, whereas leases with an initial term of twelve months or less are not recorded on the Consolidated
Balance Sheets. The depreciable life of leased assets related to finance leases is limited by the expected term of the lease, unless there
is a transfer of title or purchase option that the Company believes is reasonably certain of exercise. Certain leases include options to
renew or terminate. Renewal options are exercisable per the discretion of the Company and vary based on the nature of each lease.
The term of the lease includes renewal periods only if the Company is reasonably certain that it will exercise the renewal option.
When determining if a renewal option is reasonably certain of being exercised, the Company considers several factors, including but
not limited to, the cost of moving to another location, the cost of disrupting operations, whether the purpose or location of the leased
asset is unique and the contractual terms associated with extending the lease. The Company’s lease agreements do not contain any
residual value guarantees or any material restrictive covenants and the Company does not sublease to any third parties. As of March
31, 2021, the Company did not have any material leases that have been signed but not commenced.

Right-of-use ("ROU") lease assets and lease liabilities are recognized based on the present value of the future minimum lease
payments over the lease term at commencement date. ROU assets represent the Company’s right to use an underlying asset for the
lease term and lease liabilities represent the Company’s obligation to make payments in exchange for that right of use. Finance lease
ROU assets and operating lease ROU assets are included in the line items "Property, plant and equipment, net" and "Operating lease
assets", respectively, in the Condensed Consolidated Balance Sheets. The current portion and non-current portion of finance and
operating lease liabilities are all presented separately in the Consolidated Balance Sheets.

The discount rate implicit within the Company's leases is generally not readily determinable, and therefore, the Company
uses an incremental borrowing rate in determining the present value of lease payments based on rates available at commencement.

The weighted average remaining lease term and discount rate for finance and operating leases are as follows:

March 31,

2021 2020
Finance Leases
Weighted-average remaining lease term in years ...................... 2.41 2.81
Weighted-average diSCount rate ...........ccvevvevververeeriesverieeeennens 10.71% 9.71%
Operating Leases
Weighted-average remaining lease term in years 1.84 1.98
Weighted-average diScount rate ............cevveveerveieerieeverreeeennenns 5.49% 5.49%

The components of lease expense are as follows:

Year Ended March 31, 2020

2021 2020
Finance lease cost:
Amortization of right-0f-use asSets...........coovvvvveveerieierereireiereeeenn $ 22§ 48
Interest on lease HabilitiesS . ........ccoeeeiuiiieiiieecee e, 8 12
Operating [8aS€ COSE .....ovveiiriiiieie ettt 165 229
Short-term 1€aSE COSt......oovuiiiieiieieieeeeiee e 11 38
TOtal 1€ASE COST...oiiuriieiieie e $ 206 $ 327

Operating lease costs during fiscal 2021 and fiscal 2020 were included within cost of sales and selling, general and
administrative expenses.
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As of March 31, 2021, future minimum payments required under non-cancelable leases are:

Operating Finance

Leases Leases
2022 ettt ettt ettt et ebeerens $ 49 S 26
2023 ettt 31 26
2024 <ttt 8 11
2025 ettt — —
20206 ettt — —
Total 1€aSe PAYMENLS.......cceeverrieiierieieeeeie et sae e sie e eeens 88 63
Less — amount representing interest .........ovveverveevereeieseevenneans 5 8
Present value of net minimum lease payments..............cccccvenneen. $ 83 $ 55

ROU assets obtained in exchange for new operating lease liabilities were $0 and $223 in fiscal 2021 and fiscal 2020,
respectively.

Note 9 - Debt:
Short-Term Debt
The Company and its subsidiaries had no short-term borrowings outstanding at March 31, 2021 and 2020.

On December 2, 2020, the Company entered into a revolving credit facility agreement with JPMorgan Chase Bank, N.A. that
provides a $22,000 line of credit, expandable at the Company's option and upon the bank's approval at any time up to $37,000,
including a $7,000 commitment for letters of credit and bank guarantees. The agreement has a one-year term.

At the Company's option, amounts outstanding under the agreement will bear interest at either: (i) a rate equal to the bank's
prime rate; or (ii) a rate equal to LIBOR plus 1.75%. Amounts available for borrowing under the agreement are subject to an unused
commitment fee of 0.375%. The bank’s prime rate was 3.25% at March 31, 2021 and 2020.

Outstanding letters of credit under the agreement are subject to a fee of 0.75%. The agreement requires the Company to secure
outstanding letters of credit with cash and cash equivalents and investments. At March 31, 2021, all outstanding letters of credit were
secured by a certificate of deposit. At March 31, 2021, there were $5,416 letters of credit outstanding on the JPMorgan Chase Bank,
N.A. revolving credit facility. Availability under the line of credit was $16,584 at March 31, 2021.

Under the revolving credit facility, the Company covenants to maintain a maximum funded debt to earnings before interest
expense, income taxes, depreciation and amortization ("EBITDA") ratio, as defined in such credit facility, of 3.5 to 1.0 and a
minimum earnings before interest expense and income taxes ("EBIT") to interest ratio, as defined in such credit facility, of 4.0 to 1.0.
The agreement also provides that the Company is permitted to pay dividends without limitation if it maintains a maximum funded debt
to EBITDA ratio equal to or less than 2.0 to 1.0 and permits the Company to pay dividends in an amount equal to 25% of net income
if it maintains a funded debt to EBITDA ratio of greater than 2.0 to 1.0. The Company was in compliance with all such provisions as
of and for the years ended March 31, 2021 and 2020. Assets with a book value of $117,360 have been pledged to secure borrowings
under the credit facility.

At March 31, 2020, the Company had an additional letter of credit facility agreement with HSBC Bank USA, N.A. to further
support its international operations. The agreement provided a $10,000 line of credit to be used for the issuance of letters of credit.
On May 1, 2020 and October 8, 2020, the Company entered into agreements to amend the letter of credit facility agreement and
increase the letter of credit facility to $14,000 and $15,000, respectively. Under the current agreement, the Company incurs an annual
facility fee of $5 and outstanding letters of credit are subject to a fee of between 0.75% and 0.85%, depending on the term of the letter
of credit. Interest is payable on the principal amounts of unreimbursed letter of credit draws under the facility at a rate of 3% plus the
bank’s prime rate. The bank’s prime rate was 3.25% at March 31, 2021. The Company's obligations under the agreement are secured
by cash or certificates of deposit held with the bank. At March 31, 2021 there were $6,151 letters of credit outstanding, and
availability under the letter of credit facility was $8,849.
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Long-Term Debt

The Company and its subsidiaries had long-term capital lease obligations outstanding as follows:

March 31,
2021 2020
Finance lease obligations (NOte 8) .......cccevverveerieienieieneeieieens $ 55 % 95
Less: current amounts ............ceevveeeeiieeeiie e e e 21 40
172 OO $ 34 % 55

With the exception of capital leases, the Company has no long-term debt payment requirements over the next five years as of
March 31, 2021.

Note 10 - Financial Instruments and Derivative Financial Instruments:

Concentrations of Credit Risk

Financial instruments that potentially subject the Company to concentrations of credit risk consist principally of cash, cash
equivalents, investments, and trade accounts receivable. The Company places its cash, cash equivalents, and investments with high
credit quality financial institutions, and evaluates the credit worthiness of these financial institutions on a regular basis. Concentrations
of credit risk with respect to trade accounts receivable are limited due to the large number of customers comprising the Company's
customer base and their geographic dispersion. At March 31, 2021 and 2020, the Company had no significant concentrations of credit
risk.

Letters of Credit

The Company has entered into standby letter of credit agreements with financial institutions relating to the guarantee of future
performance on certain contracts. At March 31, 2021 and 2020, the Company was contingently liable on outstanding standby letters
of credit aggregating $11,567 and $13,328, respectively.

Fair Value of Financial Instruments
The estimates of the fair value of financial instruments are summarized as follows:

Cash and cash equivalents: The carrying amount of cash and cash equivalents approximates fair value due to the short-term
maturity of these instruments and are considered Level 1 assets in the fair value hierarchy.

Investments: The fair value of investments at March 31, 2021 and 2020 approximated the carrying value and are considered
Level 2 assets in the fair value hierarchy.

Note 11 — Income Taxes:

An analysis of the components of income (loss) before provision for income taxes is presented below:

Year ended March 31,
2021 2020 2019
UNIted STALES .....voveeeeececeeeeeeeeceeeeeeeeeee e $ (602) $ 2,405 $ (256)
ASSTR oot 3,869 93) 111
$ 3267 $ 2312 § (145)
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The provision for income taxes consists of:

Year ended March 31,
2021 2020 2019
Current:
FEederal ......cooiiiieiiiiieicieieee s $ 924 § 547 °$ 181
STALE .ottt 62 176 141
FOT@IGN...uviiiiiiiciiiiicieetee et 468 4 —
1,454 727 322
Deferred:
Federal ......ooooiiiiiie e (960) (694) (3,993)
STALE ..ottt e et (116) 8 (84)
FOT@IGN ..ottt 508 (12) 41
Changes in valuation allowance ............cccceecveveniereneenennne. 7 411 3,877
(561) (287) (159)
Total provision for iNCOME taXes ..........cceeveereereevreereereeereeneane. $ 893 $ 440 $ 163

The reconciliation of the provision (benefit) calculated using the U.S. federal tax rate with the provision for income taxes
presented in the consolidated financial statements is as follows:

Year ended March 31,

2021 2020 2019
Provision (benefit) for income taxes at federal rate.................. $ 686 $ 486 $ (30)
STALE TAXES ..ottt (35) 120 45
Charges not deductible for income tax purposes ...................... 158 55 89
Research and development tax credits..........ccoeeveveeeieneereennnne. (172) (211) (177)
Valuation alloWaNCE...........cccveeeveuieeeeieeeeeee e 7 411 3,877
Difference in federal rate ..........cocoooiiieiiiiieiieee e 156 (1) 3
Impairment of goodwill and intangible assets .......................... — — 257
Foreign tax Credit .......covvvieriieierieeiesieeieeieee e (84) — —
Foreign-derived intangible income deduction .......................... (81) (95) (69)
Global intangible low-taxed iNCOME .........cceeverereiereveienirennenne. 405 (1) 11
Net operating 10ss carryback...........ccooveviiieciinieniinieieeeee, (146) — —
Capital loss from sale of Energy Steel........ccccoevveviinieiineennnne. — (325) (3,848)
OthET .t (1) 1 5
Provision for iNCOME taXES........cveveveiriereriiieiereeeieeereeeeesesesenns $ 893 S 440 $ 163
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The net deferred income tax liability recorded in the Consolidated Balance Sheets results from differences between financial
statement and tax reporting of income and deductions. A summary of the composition of the Company's net deferred income tax
liability follows:

March 31,
2021 2020

DEPIrECiation......c.oveviveeieeeierieieteetctee ettt $ (1,772) $ (1,707)
Accrued COMPENSALION........ccvuerireieriieieetieteeeeereeeeseeeeeseeeaeeeees 147 206

Prepaid pension asset.........cceeeeiieeerienienieeeesie e (1,386) (783)
Accrued pension Hability.........ccoceeieriieieniieieeieieeeeee e 347 169
Accrued postretirement benefits ..........ooceevevveeriiiieiieieneeieeens 131 143
Compensated aDSENCES ........c.evvieiirierieiieieeeerre et sieeneeeens 435 402

INVENTOTICS 1.vvivieiiieiieieeiiecte ettt ettt sbeessesaeens 462 (13)
Warranty Hability.........cccovveeiiiieiiiieiicece e 140 81
ACCTUC CXPEINSES ..vvovviviiirieiiirieeieete ettt ereeete e saeeeeesaeessesreens 585 366
Equity-based compensation .............ccceeeevveeeerneeeesieeiesieeeeenens 337 385

Operating 1€aSe @SSELS .....cc.eeveriieiiiieierieie e (22) (58)
Operating lease 1iabilities .........cccerieririeniiieniiecceeeeee 23 60
New York State investment tax credit.........coocvveeeevivveeeeieiennen... 1,115 1,108
Net operating loss carryforwards..........cccoevererienenieneiceees — 75
Capital loss related to sale of Energy Steel ..........coccoeoeieeiencns 4,211 4,211
ONET 1.t (62) 1
4,691 4,646

Less: Valuation allowance..........c..cccueevievienieeniieiie e (5,326) (5,319)

TOAL 1.ttt ettt $ (635) $ (673)

The foreign deferred income tax asset of $0 and $48 at March 31, 2021 and 2020, respectively, is included in the caption "Other
assets" in the Consolidated Balance Sheets. Deferred income taxes include the impact of state investment tax credits of $321, which
expire from 2022 to 2035 and state investment tax credits of $794, which have an unlimited carryforward period.

In assessing the realizability of deferred tax assets, management considers, within each taxing jurisdiction, whether it is more
likely than not that some portion or all of the deferred tax assets will not be realized. Management considers the scheduled reversal of
deferred tax liabilities, projected future taxable income and tax planning strategies in making this assessment. Based on the
consideration of the weight of both positive and negative evidence, management determined that a portion of the deferred tax assets as
of March 31, 2021 and 2020 related to certain state investment tax credits and the capital loss related to Energy Steel would not be
realized, and recorded a valuation allowance of $5,326 and $5,319, respectively.

The Company files federal and state income tax returns in several domestic and international jurisdictions. In most tax
jurisdictions, returns are subject to examination by the relevant tax authorities for a number of years after the returns have been filed.
The Company is subject to U.S. federal examination for tax years 2017 through 2020 and examination in state tax jurisdictions for tax
years 2016 through 2020. The Company is subject to examination in the People's Republic of China for tax years 2017 through 2020
and in India for tax years 2018 through 2020. The liability for unrecognized tax benefits was $0 at each of March 31, 2021 and 2020.

On March 27, 2020, President Trump signed the Coronavirus Aid, Relief, and Economic Security ("CARES") Act into law. The
CARES Act included several significant business tax provisions that, among other things, would eliminate the taxable income limit for
certain net operating losses and allow businesses to carry back net operating losses arising in 2018, 2019 and 2020 to the five prior tax
years, accelerate refunds of previously generated corporate alternative minimum tax credits, change the business interest limitation
under IRC section 163(j) from 30% to 50%, and fix qualified improvement property from the Tax Cuts and Jobs Act (the "Tax Act").
These provisions did not have a material impact on the Company’s consolidated financial statements.
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Note 12 — Employee Benefit Plans:

Retirement Plans

The Company has a qualified defined benefit plan covering U.S. employees hired prior to January 1, 2003, which is non-
contributory. Benefits are based on the employee's years of service and average earnings for the five highest consecutive calendar
years of compensation in the ten-year period preceding retirement. The Company's funding policy for the plan is to contribute the
amount required by the Employee Retirement Income Security Act of 1974, as amended.

The components of pension cost (benefit) are:

Year ended March 31,
2021 2020 2019

Service cost during the period...........cocveveveievvveveiieicieeee $ 461 $ 496 $ 571
Interest cost on projected benefit obligation ............cccccevueeneee. 1,211 1,290 1,339
Expected return on assets.........ceceeeereeieniieieneieeeeeeee e (2,513) (2,657) (3,062)
Amortization of:

Actuarial 10SS ......ooovvieiiei e 1,039 969 847
Net pension cost (Denefit) .......coovevivieirieirieeirieieieieeeeeeeveeens $ 198 3 98 $ (305)

The components of net pension cost (benefit) other than the service cost component are included in “Other income” in the
Consolidated Statements of Operations.

The weighted average actuarial assumptions used to determine net pension cost are:

Year ended March 31,
2021 2020 2019
DISCOUNE TALE ...ttt 3.44% 3.83% 3.95%
Rate of increase in compensation levels........c..cocceevenveiennnne 3.00% 3.00% 3.00%
Long-term rate of return on plan assets ...........ccoecveveeevereereenee. 6.50% 7.00% 8.00%

The expected long-term rate of return is based on the mix of investments that comprise plan assets and external forecasts of
future long-term investment returns, historical returns, correlations and market volatilities.

The Company does not expect to make any contributions to the plan during fiscal 2022.
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Changes in the Company's benefit obligation, plan assets and funded status for the pension plan are presented below:

Year ended March 31,
2021 2020

Change in the benefit obligation

Projected benefit obligation at beginning of year...........cccccoevveveneenn.. $ 35,783  $ 34,149

SEIVICE COSE ..ttt ettt ettt ettt sttt eneeees 461 496

INEEIEST COST .uvvviiiiiiiiiiiee et e e e e e eeaaeeeeeeeaes 1,211 1,290

ACUATTAL 10SS...uviiiiiieiiiie e 1,284 2,368

Benefit PAYMENTS. .....coveiiiiieieiieie et (942) (1,100)

Liability released through annuity purchase ..........ccccccceveevenienencenne. (1,477) (1,420)

Projected benefit obligation at end of year ............ccoceeeveieiieiieiecnnee $ 36,320 $ 35,783
Change in fair value of plan assets

Fair value of plan assets at beginning of year.............ccoecvevververrennennnn. $ 39,243 $ 38,416

Actual return on plan aSSELS ........cevvververieeriieienieeiee e 5,712 3,347

Benefit and administrative eXpense payments............c.eecveveereevenneennes (942) (1,100)

Annuities purchased...........ocvvveviiiieriiieieeeeee e (1,477) (1,420)

Fair value of plan assets at end of year.........cccccoeevevveciinieciieieieeennn. $ 42,536 % 39,243
Funded status

Funded status at end of Year...........cocvviriiiiiriinieceeeeeeee e $ 6,216 § 3,460

Amount recognized in the Consolidated Balance Sheets..................... $ 6,216 $ 3,460

The weighted average actuarial assumptions used to determine the benefit obligation are:

March 31,
2021 2020
DISCOUNE TALE ...ttt ettt 321% 3.44%
Rate of increase in compensation levels ............cocecveiienenennnne 3.00% 3.00%

During fiscal 2021 and fiscal 2020, the pension plan released liabilities for vested benefits of certain participants through the
purchase of nonparticipating annuity contracts with a third-party insurance company. As a result of these transactions, in fiscal 2021
and fiscal 2020, the projected benefit obligation and plan assets decreased $1,477 and $1,420, respectively. The projected benefit
obligation is the actuarial present value of benefits attributable to employee service rendered to date, including the effects of estimated
future pay increases. The accumulated benefit obligation reflects the actuarial present value of benefits attributable to employee
service rendered to date, but does not include the effects of estimated future pay increases. The accumulated benefit obligation as of
March 31, 2021 and 2020 was $32,861 and $31,715, respectively. At March 31, 2021 and 2020, the pension plan was fully funded on
an accumulated benefit obligation basis.

Amounts recognized in accumulated other comprehensive loss, net of income tax, consist of:

March 31,
2021 2020
Net ACTUATIAL LOSS. ... vveeeeeeeeeee et $ 6,990 $ 9,285
The increase in accumulated other comprehensive loss, net of income tax, consists of:
March 31,
2021 2020
Net actuarial (gain) loss arising during the year..............c......... $ (1,488) $ 1,298
Amortization of actuarial 10SS.........ccccveevieriiieiieniieieeieeeeee (807) (750)
$ (2,295) § 548
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The following benefit payments, which reflect future service, are expected to be paid during the fiscal years ending March 31:

2022 ettt $ 1,174
2023 ettt 1,191
2024 oot 1,262
2025 ettt 1,269
2026 ..ot 1,379
2027-2031 oo 8,524

TOTAL ..o $ 14,799

The weighted average asset allocation of the plan assets by asset category is as follows:

March 31,
Target
Asset Category Allocation 2021 2020
EqUity SECUTTLICS ....vevieeiieeieiieieie e 30% 33% 30%
Dbt SECUTTEICS ...veeueieieiieiieie ettt 70% 67% 70%
100% 100%

The investment strategy of the plan is to generate a consistent total investment return sufficient to pay present and future plan
benefits to retirees, while minimizing the long-term cost to the Company. Target allocations for asset categories are used to earn a
reasonable rate of return, provide required liquidity and minimize the risk of large losses. Targets are adjusted when considered
necessary to reflect trends and developments within the overall investment environment.

The fair values of the Company's pension plan assets at March 31, 2021 and 2020, by asset category, are as follows:

Fair Value Measurements Using
Quoted prices in

active markets for Significant other Significant
At identical assets  observable inputs unobservable inputs
Asset Category March 31, 2021 (Level 1) (Level 2) (Level 3)
CaSN.eeeeeeeeeeeee e $ 79 $ 79 $ — 39 —
Equity securities:
U.S. COMPANIES.....oevreeieiieiieiienieetieeeeeeeieeeeesaesaenseenaenaeas 11,202 11,202 — —
International cCOMPANIES .........ccevvvevrereerieiieieeieie e 2,700 2,700 — —
Fixed income:
Corporate bond funds
LONG-term .....oooveeiiiiiieiieciiece e 28,555 28,555 — —
$ 42,536 $ 42,536 $ — S —
Fair Value Measurements Using
Quoted prices in
active markets for Significant other Significant
At identical assets  observable inputs unobservable inputs
Asset Category March 31, 2020 (Level 1) (Level 2) (Level 3)
SN $ 82'$ 82'$ —5S —
Equity securities:
U.S. COMPANIES .....eeuviiieiieiieiieiieeieeeeeieeee e ree e 9,409 9,409 — —
International companies ...........cccceevereerenienienieneeieeene 2,327 2,327 — —
Fixed income:
Corporate bond funds
Long-term .....cccccoeviiiiiiiiiiiiiieee e 27,425 27,425 — —
$ 39,243 $ 39,243 $ — 3 —
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The fair value of Level 1 pension assets is obtained by reference to the last quoted price of the respective security on the market
which it trades. See Note 1 to the Consolidated Financial Statements.

On February 4, 2003, the Company closed the defined benefit plan to all employees hired on or after January 1, 2003. In place
of the defined benefit plan, these employees participate in the Company's domestic defined contribution plan. The Company
contributes a fixed percentage of employee compensation to this plan on an annual basis for these employees. The Company
contribution to the defined contribution plan for these employees in fiscal 2021, fiscal 2020 and fiscal 2019 was $430, $406 and $325,
respectively.

The Company has an unfunded Supplemental Executive Retirement Plan ("SERP") which provides retirement benefits
associated with wages in excess of the legislated qualified plan maximums. Pension expense recorded in fiscal 2021, fiscal 2020, and
fiscal 2019 related to this plan was $105, $85 and $97, respectively. The weighted average discount rate used to determine pension
expense for this plan was 3.44%, 3.83% and 3.95% for fiscal 2021, fiscal 2020 and fiscal 2019, respectively. The weighted average
rate of increase in compensation levels used to develop pension expense for this plan was 3% in each of fiscal 2021, fiscal 2020 and
fiscal 2019. At March 31, 2021 and 2020, the projected benefit obligation was $1,557 and $747, respectively, and is separately
presented in the caption "Accrued Pension Liability" in the Consolidated Balance Sheets. The amounts recognized in accumulated
other comprehensive loss, net of income tax, consist of a net actuarial loss of $544 and $0 at March 31, 2021 and 2020, respectively.

The Company has a domestic defined contribution plan (401k) covering substantially all employees. The Company provides
matching contributions equal to 100% of the first 3% of an employee's salary deferral and 50% of the next 2% percent of an
employee’s salary deferral. Company contributions are immediately vested. Contributions were $863 in fiscal 2021, $1,000 in fiscal
2020 and $1,135 in fiscal 2019.

Other Postretirement Benefits

In addition to providing pension benefits, the Company has a plan in the U.S. that provides health care benefits for eligible
retirees and eligible survivors of retirees. The Company's share of the medical premium cost has been capped at $4 for family
coverage and $2 for single coverage for early retirees, and $1 for both family and single coverage for regular retirees.

On February 4, 2003, the Company terminated postretirement health care benefits for its U.S. employees. Benefits payable to
retirees of record on April 1, 2003 remained unchanged.

The components of postretirement benefit expense are:

Year ended March 31,

2021 2020 2019
Interest cost on accumulated benefit obligation........................ $ 18 3 22 3 25
Amortization of actuarial 10SS .........ccccceevvevierierieriirieieeeee 27 28 28
Net postretirement benefit €Xpense.........ocvecvvveeeveieveeevereenennan. $ 45 3 50 § 53

Net postretirement benefit expense is included in “Other income” in the Consolidated Statements of Operations.

The weighted average discount rates used to develop the net postretirement benefit cost were 3.01%, 3.37% and 3.63% in fiscal
2021, fiscal 2020 and fiscal 2019, respectively.

Changes in the Company's benefit obligation, plan assets and funded status for the plan are as follows:

Year ended March 31,

2021 2020
Change in the benefit obligation............ccevvveveerieeiereeieieeieene
Projected benefit obligation at beginning of year ................. $ 634 $ 682
INEEIESt COSE ..niiiiiiiiiiieiiece e 18 22
Actuarial 10SS (aIN) ...ccveeveeeieiieiiiieieee e (3) (3)
Benefit payments.........c.ccveeieriiiieniieieneeiese e (62) (67)
Projected benefit obligation at end of year............c.cceevenenns $ 587 $ 634
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Change in fair value of plan assets

Fair value of plan assets at beginning of year....................... $ — 3 —

Employer contribution .............cccovvieeerieieseeiesecieceeveenens 62 67

Benefit payments.........ccceevvieiieiiienieeiece e (62) (67)

Fair value of plan assets at end of year ...........ccccceeevveenncns $ — 3 —
Funded status

Funded status at end of year.........c.ccocoeveveeveicreriieiieeee $ (587) $ (634)
Amount recognized in the Consolidated Balance Sheets ........... $ (587) $ (634)

The weighted average actuarial assumptions used to develop the accrued postretirement benefit obligation were:

March 31,
2021 2020
DISCOUNE TALE ..ot 2.34% 3.01%
Medical care cost trend rate .............ccoeoveeeeiieeiiiieeeie e 7.00% 7.00%

The medical care cost trend rate used in the actuarial computation ultimately reduces to 4.5% in 2026 and subsequent years.
This was accomplished using 0.5% decrements for the years ended March 31, 2022 through 2026.

The current portion of the accrued postretirement benefit obligation of $72 and $77, at March 31, 2021 and 2020, respectively,
is included in the caption "Accrued Compensation" and the long-term portion is separately presented in the Consolidated Balance

Sheets.

Amounts recognized in accumulated other comprehensive loss, net of income tax, consist of:

March 31,
2021 2020
Net actuarial 10SS.......c.oovevieiioieieeeeeeeeeeeeeeeeeeee e $ 164 § 187
The decrease in accumulated other comprehensive loss, net of income tax, consists of:
March 31,
2021 2020
Net actuarial gain arising during the year.............ccocvevvervenennen. $ 2)$ 2)
Amortization of actuarial 10SS.........ccceveeiiiiiiiiiiinreeen (21) (21)
$ (23) $ (23)

The following benefit payments are expected to be paid during the fiscal years ending March 31:

2022 et $ 72
2023 et 67
2024 oo 62
2025 et 57
2023 e 52
2027-2031 oo s 192

011 SRR $ 502

Self-Insured Medical Plan

Effective January 1, 2014, the Company commenced self-funding the medical insurance coverage provided to its U.S. based
employees. The Company has obtained a stop loss insurance policy in an effort to limit its exposure to claims. The Company has
specific stop loss coverage per employee for claims incurred during the year exceeding $100 per employee with annual maximum
aggregate stop loss coverage of $1,000. The Company also has total plan annual maximum aggregate stop loss coverage of $2,744.
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The liability of $184 and $124 on March 31, 2021 and 2020, respectively, related to the self-insured medical plan is primarily based
upon claim history and is included in the caption "Accrued Compensation" in the Consolidated Balance Sheets.

Note 13 - Equity Compensation Plans:

The 2020 Graham Corporation Equity Incentive Plan (the "2020 Plan") was approved by the Company’s stockholders at the
Annual Meeting on August 11, 2020 and provides for the issuance of 422 shares of common stock in connection with grants of
incentive stock options, non-qualified stock options, restricted stock units and stock awards to officers, key employees and outside
directors. The shares available for issuance include 112 remaining available shares under the Company’s prior plan, the Amended and
Restated 2000 Graham Corporation Incentive Plan to Increase Shareholder Value (the "2000 Plan"). As of August 11, 2020, the
effective date of the 2020 Plan, no further awards will be granted under the 2000 Plan. However, any previously outstanding award
granted under the 2000 Plan remains subject to the terms of such plan until the time it is no longer outstanding.

In fiscal 2021, fiscal 2020 and fiscal 2019, 113, 83 and 53 shares, respectively, of restricted stock were awarded. Restricted
shares of 54, 40 and 27 granted to officers in fiscal 2021, fiscal 2020 and fiscal 2019, respectively, vest 100% on the third anniversary
of the grant date subject to the satisfaction of the performance metrics for the applicable three-year period. Restricted shares of 38, 28,
and 20 granted to officers and key employees in fiscal 2021, fiscal 2020, and fiscal 2019 respectively, vest 33'4% per year over a
three-year term. The restricted shares granted to directors of 21, 15 and 6 in fiscal 2021, fiscal 2020 and fiscal 2019, respectively, vest
100% on the first anniversary of the grant date. The Company recognizes compensation cost over the period the shares vest. Stock
options may be granted at prices not less than the fair market value at the date of grant and expire no later than ten years after the date
of grant. No stock option awards were granted in fiscal 2021, fiscal 2020 and fiscal 2019.

During fiscal 2021, fiscal 2020, and fiscal 2019, the Company recognized $817, $945, and $1,069, respectively, of stock-based
compensation cost related to stock option and restricted stock awards, and $193, $208 and $237, respectively, of related tax benefits.

The Company received cash proceeds from the exercise of stock options of $0, $24 and $307 in fiscal 2021, fiscal 2020 and
fiscal 2019, respectively.

The following table summarizes information about the Company's stock option awards during fiscal 2021, fiscal 2020 and fiscal
2019:

Weighted
Shares Average Weighted Aggregate
Under Exercise Average Remaining Intrinsic
Option Price Contractual Term Value
Outstanding at April 1, 2018 ......cceevieviiiieiiiieieeieeeieie s 69 20.26
EXEICISCA...oviiiiiiieiicieie e (19) 15.89
Cancelled........c.ooveiiiiiiiciccceeee s (11) 33.02
Outstanding at March 31, 2019 ......ccocoiiiiiiieeeeeeee, 39 18.76
EXCICISCA...oviiiiiiiiieciieie et 2) 15.25
Outstanding at March 31, 2020 ........ccccovoeeniieniiereceeeeee 37 18.92
EX@ICISEA...cueieiiiiieie et —
Outstanding at March 31, 2021 ......ccoooiiiiiiiiiiieceeeee 37 18.92 1.07 years § —
Vested or expected to vest at March 31, 2021.........ccoeveneeeee. 37 18.92 1.07 years —
Exercisable at March 31, 2021 ....ccooieiinieiieieeeeceeeee, 37 18.92 1.07 years —

The following table summarizes information about stock options outstanding at March 31, 2021:

Weighted Average
Remaining
Options Outstanding Weighted Average  Contractual Life
Exercise Price at March 31, 2021 Exercise Price (in years)
$18.65 33 § 18.65 1.17
$21.19 4 21.19 0.17
$18.65-21.19 37 18.92 1.07
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The total intrinsic value of the stock options exercised during fiscal 2021, fiscal 2020 and fiscal 2019 was $0, $10 and $161,
respectively. As of March 31, 2021, there was $1,877 of total unrecognized stock-based compensation expense related to non-vested
restricted stock. The Company expects to recognize this expense over a weighted average period of 1.67 years.

The outstanding options expire between May 2021 and May 2022. Options, stock awards and performance awards available for
future grants were 453 at March 31, 2021.

The following table summarizes information about the Company's restricted stock awards during fiscal 2021, fiscal 2020 and
fiscal 2019:

Weighted Average Aggregate
Restricted Stock Grant Date Fair Value Intrinsic Value

Non-vested at April 1, 2018 ......coieiiiiiieeee 126 22.02
Granted........ccoooiiuiiiiii e 53 30.08
VESTEQ ..t (28) 20.38
FOrfeited....cc.viiiieeii et 2) 22.83
Non-vested at March 31, 2019.......oovviiiioiiiiieeieee e 149 25.19
Granted........cc.oooeouiieieeeeee e 83 22.95
VESEEA .o e (38) 23.17
FOIfEIted ... (45) 22.52
Non-vested at March 31, 2020 .........cooovvvviiiiiiiiiiieeeeeecieeeee 149 25.26
Granted........co.ooiiouiieiee e 113 16.39
VESTEQ ..ot (43) 22.70
FOIfEIted ... (54) 23.09
Non-vested at March 31, 2021 ....cccouviiioiiiiiieeeeeeeeeeee e 165 20.56 $ 8

The Company has an Employee Stock Purchase Plan (the "ESPP"), which allows eligible employees to purchase shares of the
Company's common stock at a discount of up to 15% of its fair market value on the (1) last, (2) first or (3) lower of the last or first day
of the six-month offering period. A total of 200 shares of common stock may be purchased under the ESPP. In fiscal 2021, fiscal
2020 and fiscal 2019, 21, 9 and 6 shares, respectively, were issued from treasury stock to the ESPP for the offering periods in each of
the fiscal years. During fiscal 2021, fiscal 2020 and fiscal 2019, the Company recognized stock-based compensation cost of $47, $30
and $0, respectively, related to the ESPP and $11, $7 and $0, respectively, of related tax benefits.

Note 14 — Changes in Accumulated Other Comprehensive Loss:

The changes in accumulated other comprehensive loss by component for fiscal 2021 and fiscal 2020 are:

Pension and Other Foreign
Postretirement Currency
Benefit Items Items Total
Balance at April 1, 2019 ....oooooviviiieceeceeeeeeee e $ (8,947) $ 114 $ (8,833)
Other comprehensive loss before reclassifications.................. (1,296) (198) (1,494)
Amounts reclassified from accumulated other
COMPTENENSIVE 10SS ...eovvieiiieiieciieeiee e 771 — 771
Net current-period other comprehensive 108S ........cccccceeeeneene (525) (198) (723)
Balance at March 31, 2020 .......cccveveiieiieeieeieeieeee e (9,472) (84) (9,556)
Other comprehensive income before reclassifications ............ 946 385 1,331
Amounts reclassified from accumulated other
COMPTENENSIVE 10SS ...evvieiiieiieeiieeiieciie e 828 — 828
Net current-period other comprehensive income..................... 1,774 385 2,159
Balance at March 31, 2021 ......cocvoveuieieiiieeieeieeeeeeeeeee $ (7,698) $ 301 S (7,397)
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The reclassifications out of accumulated other comprehensive loss by component are as follows:

Year ended March 31, 2021

Amounts Reclassified from Affected Line Item in the
Details about Accumulated Other Accumulated Other Consolidated Statements of
Comprehensive Loss Components Comprehensive Loss Operations
Pension and other postretirement benefit items:
Amortization of unrecognized prior service
DENETTt.c.viviriieicctcec e $ —
Amortization of actuarial 10SS ...........c.cccevevreveneanne. (1,066)M

(1,066) Income before provision for income taxes
(238)  Provision for income taxes
$ (828)  Net income

Year ended March 31, 2020

Amounts Reclassified from Affected Line Item in the
Details about Accumulated Other Accumulated Other Consolidated Statements of
Comprehensive Loss Components Comprehensive Loss Operations

Pension and other postretirement benefit items:
Amortization of unrecognized prior service
BENETIt . oo $ —
Amortization of actuarial loss (997)M
(997)  Income before provision for income taxes
(226)  Provision for income taxes
$ (771)  Net income

(1)  These accumulated other comprehensive loss components are included within the computation of net periodic pension and other
postretirement benefit costs. See Note 12.

Note 15 - Segment Information:

The Company has one reporting segment as its operating segments meet the requirement for aggregation. The Company and its
operating subsidiaries design and manufacture heat transfer and vacuum equipment for the energy, defense, chemical and
petrochemical markets. Heat transfer equipment includes surface condensers, Heliflows, water heaters and various types of heat
exchangers. Vacuum equipment includes steam jet ejector vacuum systems and liquid ring vacuum pumps. These products are sold
individually or combined into package systems. The Company also services and sells spare parts for its equipment.

See Note 2 to the consolidated financial statements for net sales by product line and geographic area.

In fiscal 2021, the Company had two customers whose sales amounted to 12% and 11% of total consolidated net sales. In fiscal
2020 and fiscal 2019, total sales to one customer amounted to 13% and 12%, respectively, of total consolidated net sales. The
customers representing such sales were different customers in each of fiscal 2021, fiscal 2020 and fiscal 2019.

Note 16 — Purchase of Treasury Stock:

On January 29, 2015, the Company’s Board of Directors authorized a stock repurchase program. Under the stock repurchase
program the Company is permitted to repurchase up to $18,000 of its common stock either in the open market or through privately
negotiated transactions. Cash on hand has been used to fund all stock repurchases under the program. No shares were purchased
under this program in fiscal 2021, fiscal 2020 or fiscal 2019.

Note 17- Commitments and Contingencies:

The Company has been named as a defendant in lawsuits alleging personal injury from exposure to asbestos allegedly contained
in, or accompanying, products made by the Company. The Company is a co-defendant with numerous other defendants in these
lawsuits and intends to vigorously defend itself against these claims. The claims in the Company's current lawsuits are similar to those
made in previous asbestos-related suits that named the Company as a defendant, which either were dismissed when it was shown that
the Company had not supplied products to the plaintiffs' places of work or were settled for immaterial amounts. The Company cannot
provide any assurances that any pending or future matters will be resolved in the same manner as previous lawsuits.
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As of March 31, 2021, the Company was subject to the claims noted above, as well as other legal proceedings and potential
claims that have arisen in the ordinary course of business.

Although the outcome of the lawsuits, legal proceedings or potential claims to which the Company is, or may become, a party to
cannot be determined and an estimate of the reasonably possible loss or range of loss cannot be made for the majority of the claims,
management does not believe that the outcomes, either individually or in the aggregate, will have a material adverse effect on the
Company's results of operations, financial position or cash flows.

Note 18 - Quarterly Financial Data (Unaudited):
A capsule summary of the Company's unaudited quarterly results for fiscal 2021 and fiscal 2020 is presented below:

First Second Third Fourth Total

Year ended March 31, 2021 Quarter Quarter Quarter Quarter Year
NEE SALES.c.eeeee e $ 16,710 % 27,954 % 27,154 % 25671  $ 97,489
GrOSS PrOfit.ceceeeeieeciieeieeieeeie e 1,568 7,693 6,227 4981 20,469
Net income (10SS).....eevveererevieerieeiiieeieereene (1,818) 2,744 1,060 388 2,374
Per share:

Net income (loss):

BaSiC...uvoeioieeeeeeeeeeee e $ (0.18) $ 27 % 11 $ 04 3 0.24

Diluted......cvoeeiiiieeeeeeeee $ 0.18) $ 27 % 11 $ 04 3 0.24
Market price range of common stock.......... $10.36-15.86 $11.88-14.94 $12.56-16.97 $13.92-17.44 $10.36-17.44

First Second Third Fourth Total

Year ended March 31, 2020 Quarter Quarter Quarter Quarter Year
Netsales.....ooiioieeeeeeeeeeeeeeeeeeeeeee $ 20,593 % 21,643 $ 25286 $ 23,082 $ 90,604
GrOSS PIOfit..ceeeceieieeiieiieeieieeeeee e 4,714 4,948 4,044 4,442 18,148
Net INCOME......ooeiieiiieieeeeieeeeee e, 82 1,205 9 576 1,872
Per share:

Net income:

BaSiC. oo $ 01 S A28 — S 06 S 0.19

Diluted......c.ooovieiieiiiiieeeeee e $ .01 $ 128 —  $ 06§ 0.19
Market price range of common stock........... $18.96-22.84 $17.70-23.25 $19.03-23.77 $11.07-21.90 $11.07-23.77

Note 19 — Subsequent Events:

On June 1, 2021, the Company acquired Barber-Nichols, Inc. ("BNI"), a privately-owned designer and manufacturer of
turbomachinery products for the aerospace, cryogenic, defense and energy markets, located in Arvada, Colorado. The Company
believes that this acquisition furthers its growth strategy through market and product diversification, broadens its offerings to the
defense and energy markets and strengthens its presence in the defense sector.

Under the terms of the stock purchase agreement, the purchase price of $70,113 is comprised of 610 shares of the Company
common stock, representing a value of approximately $8,963, and cash consideration of $61,150, subject to certain potential
adjustments, including a customary working capital adjustment. The stock purchase agreement also includes a contingent earn-out
dependent upon certain financial measures of BNI post-acquisition, in which the sellers are eligible to receive up to $14,000 in
additional cash consideration.

On June 1, 2021, the Company entered into a $20,000 five-year term loan with Bank of America. The term loan requires
monthly principal payments of $167 through June 1, 2026, with the remaining principal amount due on the maturity date. The interest
rate on the term loan is the applicable Bloomberg Short-Term Bank Yield Index ("BSBY"), plus 1.50%, subject to a 0.00% floor. In
addition, on June 1, 2021, the Company entered into a revolving credit facility with Bank of America that provides a $30,000 line of
credit, including letters of credit and bank guarantees, expandable at the Company’s option and the bank’s approval at any time up to
$40,000. The agreement has a five-year term. Amounts outstanding under the facility agreement will bear interest at a rate equal to
BSBY plus 1.50%, subject to a 0.00% floor. Outstanding letters of credit under the agreement are subject to a fee of 1.50%. The
upfront fee for both the term loan and revolving credit facility is .20% of the committed facilities and amounts available for borrowing
under the revolving credit facility are subject to an unused commitment fee of .25%. Under the term loan agreement and revolving
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credit facility, the Company covenants to maintain a maximum total leverage ratio, as defined in such agreements, of 3.0 to 1.0, a
minimum fixed charge coverage ratio, as defined in such agreements, of 1.20 to 1.0 and minimum margined assets, as defined in such
agreements, of 100% of total amounts outstanding on the revolving credit facility, including letters of credit.

On June, 1, 2021, the Company entered into an agreement to amend the letter of credit facility agreement with HSBC Bank
USA, N.A. and decreased the Company’s line of credit from $15,000 to $7,500. Under the amended agreement, the Company incurs
an annual facility fee $5 and outstanding letters of credit are subject to a fee of between .75% and .85%, depending on the term of the
letter of credit. Interest is payable on the principal amounts of unreimbursed letter of credit draws under the facility at a rate of 3%
plus the bank’s prime rate.

In addition, on June 1, 2021, the Company entered into an employment agreement with a key employee of BNI, which is
consistent with agreements with other named executive officers.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the shareholders and the Board of Directors of Graham Corporation
Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of Graham Corporation and subsidiaries (the "Company") as of March
31,2021 and 2020, the related consolidated statements of operations, comprehensive income (loss), changes in stockholders' equity,
and cash flows, for each of the three years in the period ended March 31, 2021, and the related notes and the schedule listed in the
Index at Item 15 (collectively referred to as the "financial statements"). In our opinion, the financial statements present fairly, in all
material respects, the financial position of the Company as of March 31, 2021 and 2020, and the results of its operations and its cash
flows for each of the three years in the period ended March 31, 2021, in conformity with accounting principles generally accepted in
the United States of America.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on the
Company's financial statements based on our audits. We are a public accounting firm registered with the Public Company Accounting
Oversight Board (United States) (PCAOB) and are required to be independent with respect to the Company in accordance with the
U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material misstatement, whether due to error or fraud.
The Company is not required to have, nor were we engaged to perform, an audit of its internal control over financial reporting. As part
of our audits, we are required to obtain an understanding of internal control over financial reporting but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no
such opinion.

Our audits included performing procedures to assess the risks of material misstatement of the financial statements, whether due to
error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence
regarding the amounts and disclosures in the financial statements. Our audits also included evaluating the accounting principles used
and significant estimates made by management, as well as evaluating the overall presentation of the financial statements. We believe
that our audits provide a reasonable basis for our opinion.

Critical Audit Matter

The critical audit matter communicated below is a matter arising from the current-period audit of the financial statements that was
communicated or required to be communicated to the audit committee and that (1) relates to accounts or disclosures that are material
to the financial statements and (2) involved our especially challenging, subjective, or complex judgments. The communication of
critical audit matters does not alter in any way our opinion on the financial statements, taken as a whole, and we are not, by
communicating the critical audit matter below, providing a separate opinion on the critical audit matter or on the accounts or
disclosures to which it relates.

Revenue Recognition — Over time — Input Method — Refer to Notes 1 and 2 to the financial statements
Critical Audit Matter Description

The Company recognizes a majority of its revenue over time when contract performance results in the creation of a product for which
the Company does not have an alternative use and the contract includes an enforceable right to payment in an amount that corresponds
directly with the value of the performance completed. To measure progress towards completion on performance obligations for which
revenue is recognized over time the Company primarily utilizes an input method based upon a ratio of direct labor hours incurred to
date to management’s estimate of the total direct labor hours to be incurred at completion on each contract. Revenue from contracts
that is recognized over time accounted for approximately 60% of revenue in fiscal 2021.

We identified revenue associated with in-process contracts recognized over time utilizing an input method as a critical audit matter
because of the judgments necessary for management to estimate total direct labor hours at completion. An extensive audit effort and a
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high degree of auditor judgment was required when performing audit procedures to audit management’s estimates of total direct labor
hours at completion used to recognize revenue over time and evaluating the results of those procedures.

How the Critical Audit Matter Was Addressed in the Audit

Our audit procedures related to management’s estimate of total direct labor hours at completion included the following, among others:
e  We tested the mathematical accuracy of management’s calculation of revenue recognized over time.
e For a selection of in-process contracts with customers that were recognized over time utilizing an input method, we
performed the following, among others:

— Evaluated whether the contracts were properly included in management’s calculation of revenue recognized over
time based on the terms and conditions of each contract.

— Evaluated the reasonableness and consistency of the methodology used by management to estimate total direct labor
hours at completion for each contract and tested the mathematical accuracy of such estimate.

— Evaluated the direct labor hours estimate by obtaining original estimates and any change orders, testing direct labor
hours completed to date, observing the work sites and inspecting the progress to completion as of fiscal year end,
and performing corroborating inquiries with the Company’s project managers and engineers regarding the estimates
of total direct labor hours at completion.

e  We evaluated management’s ability to estimate total direct labor hours at completion accurately by comparing actual direct

labor hours incurred to management’s historical estimates for a selection of similar contracts that were completed in fiscal
year 2021.

ottt 7 Joete iLF

Deloitte & Touche LLP
Rochester, New York
June 2, 2021

We have served as the Company’s auditor since 1993.
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

Not applicable.

Item 9A. Controls and Procedures
Conclusion Regarding Disclosure Controls and Procedures

Management, including our President and Chief Executive Officer (principal executive officer) and Vice President-Finance &
Administration and Chief Financial Officer (principal financial officer), has evaluated the effectiveness of the design and operation of
our disclosure controls and procedures as of the end of the period covered by this Annual Report on Form 10-K. Based upon, and as
of the date of that evaluation, our President and Chief Executive Officer and Vice President-Finance & Administration and Chief
Financial Officer concluded that the disclosure controls and procedures were effective, in all material respects, to ensure that
information required to be disclosed in the reports we file and submit under the Securities Exchange Act of 1934, as amended (the
"Exchange Act"), is (i) recorded, processed, summarized and reported as and when required and (ii) is accumulated and communicated
to our management, including our President and Chief Executive Officer and Vice President-Finance & Administration and Chief
Financial Officer, as appropriate, to allow timely decisions regarding required disclosure.

Changes in Internal Control Over Financial Reporting

There has been no change to our internal control over financial reporting during the fourth quarter of the fiscal year covered by
this Annual Report on Form 10-K that has materially affected, or that is reasonably likely to materially affect our internal control over
financial reporting. We have not experienced any material impact to our internal controls over financial reporting despite the fact that
most of our administrative, non-production line employees were working remotely during the first quarter of fiscal 2021 due to the
COVID-19 pandemic. We are continually monitoring and assessing the COVID-19 pandemic situation on our internal controls to
minimize the impact on their design and operating effectiveness.

Management's Annual Report on Internal Control over Financial Reporting

Management is responsible for establishing and maintaining adequate internal control over financial reporting, as such term is
defined in Exchange Act Rule 13a-15(f). A control system, no matter how well conceived and operated, can provide only reasonable,
not absolute, assurance that the objectives of the control system are met. Because of the inherent limitations in all control systems, no
evaluation of controls can provide absolute assurance that all control issues and instances of fraud, if any, within our organization have
been detected. These inherent limitations include the realities that judgments in decision-making can be faulty, and that breakdowns
can occur because of simple error or mistake. Additionally, controls can be circumvented by the individual acts of some persons, by
collusion of two or more people, or by management override. The design of any system of controls is also based in part upon certain
assumptions about the likelihood of future events, and there can be no assurance that any design will succeed in achieving our stated
goals under all potential future conditions. Moreover, over time controls may become inadequate because of changes in conditions, or
the degree of compliance with the policies or procedures may deteriorate. Because of the inherent limitations in the design of an
internal control system, misstatements due to error or fraud may occur and not be detected. However, these inherent limitations are
known features of the financial reporting process. Therefore, it is possible to design into the process safeguards to reduce, though not
eliminate, this risk.

Under the supervision and with the participation of management, including our President and Chief Executive Officer (principal
executive officer) and Vice President-Finance & Administration and Chief Financial Officer (principal financial officer), we
conducted an assessment of the effectiveness of our internal control over financial reporting based on the framework established in
Internal Control-Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission.
Based on the assessment under this framework, management concluded that our internal control over financial reporting was effective
as of March 31, 2021.

Item 9B. Other Information

Not applicable.
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PART III

Item 10. Directors, Executive Officers and Corporate Governance

Except as otherwise stated specifically in this response to Item 10, the information required by this Item 10 is incorporated
herein by reference from the statements under the headings "Election of Directors," "Executive Officers," and "Corporate
Governance" contained in our proxy statement for our 2021 Annual Meeting of Stockholders, to be filed within 120 days after the year
ended March 31, 2021.

Code of Ethics. We have adopted a Code of Business Conduct and Ethics applicable to our principal executive officer, principal
financial officer, and principal accounting officer. Our Code of Business Conduct and Ethics also applies to all of our other employees
and to our directors. Our Code of Business Conduct and Ethics is available on our website located at www.graham-mfg.com by
clicking on the "Corporate Governance" heading in the "Investor Relations" tab. We intend to satisfy any disclosure requirements
pursuant to Item 5.05 of Form 8-K regarding any amendment to, or a waiver from, certain provisions of our Code of Business Conduct
and Ethics by posting such information on our website.

Item 11. Executive Compensation

The information required by this Item 11 is incorporated herein by reference from the statements under the headings "Executive
Compensation" and "Director Compensation" contained in our proxy statement for our 2021 Annual Meeting of Stockholders, to be
filed within 120 days after the year ended March 31, 2021.

Item 12.  Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

Except as set forth below, the information required by this Item 12 is incorporated herein by reference from the statements under
the headings "Security Ownership of Certain Beneficial Owners" and "Security Ownership of Management" contained in our proxy
statement for our 2021 Annual Meeting of Stockholders, to be filed within 120 days after the year ended March 31, 2021.

Securities Authorized for Issuance under Equity Compensation Plans

as of March 31, 2021
Equity Compensation Plan Information
Number of securities to Number of securities remaining
be issued upon exercise Weighted average exercise available for future issuance under
of outstanding options, price of outstanding options,  equity compensation plans (excluding
Plan Category warrants and rights warrants and rights securities reflected in column (a))
(a) (b) (©)

Equity compensation plans approved by security

ROLAETS ..o 37 $ 18.92 453
Equity compensation plans not approved by

security holders .........ccoeveviviieiinieieeece e — — —
TOtal .o 37 $ 18.92 453

Item 13.  Certain Relationships and Related Transactions, and Director Independence

The information required by this Item 13 is incorporated herein by reference from the statements under the headings "Certain
Relationships and Related Transactions" and "Corporate Governance" contained in our proxy statement for our 2021 Annual Meeting
of Stockholders, to be filed within 120 days after the year ended March 31, 2021.

Item 14. Principal Accounting Fees and Services

The information required by this Item 14 is incorporated herein by reference from the statements under the heading "Ratification
of the Appointment of our Independent Registered Public Accounting Firm" contained in our proxy statement for our 2021 Annual
Meeting of Stockholders, to be filed within 120 days after the year ended March 31, 2021.
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Item 15.

Part IV

Exhibits, Financial Statement Schedules

We have filed our Consolidated Financial Statements in Part II, [tem 8 of this Annual Report on Form 10-K and have listed such
financial statements in the Index to Financial Statements included in Item 8. In addition, the financial statement schedule entitled
"Schedule II - Valuation and Qualifying Accounts" is filed as part of this Annual Report on Form 10-K under this Item 15.

All other schedules have been omitted since the required information is not present or is not present in amounts sufficient to
require submission of the schedule, or because the information required is included in the Consolidated Financial Statements and notes

thereto.

INDEX TO EXHIBITS

(3) Articles of Incorporation and By-Laws

3.1

32

Certificate of Incorporation of Graham Corporation, as amended, is incorporated herein by reference from Exhibit 3.1 to
the Company's Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2008.

Amended and Restated By-laws of Graham Corporation is incorporated herein by reference from Exhibit 3.2 to the
Company's Annual Report on Form 10-K for the year ended March 31, 2015.

(4) Instrument Defining the Rights of Security Holders, including Indentures

4.1

Description of Securities is incorporated herein by reference from Exhibit 4.1 to the Company’s Annual Report on Form
10-K for the year ended March 31, 2019.

(10) Material Contracts

#10.1

#10.2

#10.3

#10.4

#10.5

#10.6

#10.7

#10.8

#10.9

#10.10

Graham Corporation Policy Statement for U.S. Foreign Service Employees is incorporated herein by reference from
Exhibit 99.1 to the Company's Current Report on Form 8-K dated March 27, 2006.

Employment Agreement between Graham Corporation and James R. Lines executed July 27, 2006 with an effective
date of August 1, 2006, is incorporated herein by reference from Exhibit 99.1 to the Company's Current Report on Form
8-K dated July 27, 2006.

2020 Graham Corporation Equity Incentive Plan is incorporated herein by reference from Exhibit 10.4 to the
Company’s Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2020.

Employment Agreement between Graham Corporation and Alan E. Smith executed August 1, 2007 with an effective
date of July 30, 2007, is incorporated herein by reference from Exhibit 10.19 to the Company's Annual Report on Form
10-K for the year ended March 31, 2008.

Form of Director Non-Qualified Stock Option Agreement is incorporated herein by reference from Exhibit 10.1 to the
Company's Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2008.

Amendment to Employment Agreement dated as of December 31, 2008 by and between Graham Corporation and James
R. Lines is incorporated herein by reference from Exhibit 99.1 to the Company's Current Report on Form 8-K dated
December 31, 2008.

Amendment to Employment Agreement dated as of December 31, 2008 by and between Graham Corporation and Alan
E. Smith is incorporated herein by reference from Exhibit 99.2 to the Company's Current Report on Form 8-K dated
December 31, 2008.

Graham Corporation Annual Stock-Based Long-Term Incentive Award Plan for Senior Executives in effect for the
fiscal year ending March 31, 2021 is incorporated herein by reference from Exhibit 99.1 to the Company's Current
Report on Form 8-K dated June 9, 2020.

Graham Corporation Annual Executive Cash Bonus Program in effect for the fiscal year ending March 31, 2021 is
incorporated herein by reference from Exhibit 99.1 to the Company's Current Report on Form 8-K dated August 11,
2020.

Form of Director Restricted Stock Agreement is incorporated herein by reference from Exhibit 10.1 to the Company's
Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2009.

65



#10.11

#10.12

#10.13

#10.14

#10.15

10.16

#10.17

#10.18

#10.19

#10.20

10.21

10.22

#10.23

10.24

10.25

10.26

10.27
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Form of Employee Non-Qualified Stock Option Agreement is incorporated herein by reference from Exhibit 10.2 to the
Company's Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2009.

Form of Employee Time-Vested Restricted Stock Agreement is incorporated herein by reference from Exhibit 10.3 to
the Company's Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2013.

Form of Indemnification Agreement between Graham Corporation and each of its Directors and Officers is incorporated
herein by reference from Exhibit 99.2 to the Company's Current Report on Form 8-K dated January 29, 2010.

Form of Employee Performance-Vested Restricted Stock Agreement is incorporated herein by reference from Exhibit
10.2 to the Company's Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2013.

Amended and Restated Employment Agreement between Graham Corporation and Jeffrey F. Glajch executed and
effective on July 29, 2010 is incorporated herein by reference from Exhibit 10.2 to the Company's Quarterly Report on
Form 10-Q for the quarterly period ended June 30, 2010.

Amended and Restated Policy on Stockholder Rights Plans is incorporated herein by reference from Exhibit 99.1 to the
Company’s Current Report on Form 8-K dated April 30, 2020.

Compensation information, including information regarding restricted stock grants made to the Company's named
executive officers under the Amended and Restated 2000 Graham Corporation Incentive Plan to Increase Shareholder
Value and named executive officer cash bonus information, previously filed on the Company's Current Report on Form
8-K dated June 9, 2020, is incorporated herein by reference.

First Amendment to Amended and Restated Employment Agreement between the Graham Corporation and Jeffrey F.
Glajch executed and effective September 12, 2019 is incorporated herein by reference from Exhibit 10.1 to the
Company’s Current Report on Form 8-K dated September 12, 2019.

Graham Corporation Supplemental Executive Retirement Plan is incorporated herein by reference from Exhibit 10.1 to
the Company's Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2012.

Employment Agreement between Graham Corporation and Jennifer R. Condame executed and effective on July 25,
2013 is incorporated herein by reference from Exhibit 10.4 to the Company's Quarterly Report on Form 10-Q for the
quarterly period ended June 30, 2013.

Continuing Letter of Credit Facility dated March 24, 2014 between Graham Corporation and HSBC Bank, USA,
National Association is incorporated herein by reference from Exhibit 99.2 to the Company's Current Report on Form 8-
K dated March 20, 2014.

Letter Agreement dated May 1, 2020, with respect to the Continuing Letter of Credit Facility dated March 24, 2014,
between the Company and HSBC Bank, USA, National Association is incorporated herein by reference from Exhibit
10.1 to the Company's Current Report on Form 8-K dated April 30, 2020.

Amendment to the Graham Corporation Supplemental Executive Retirement Plan is incorporated herein by reference
from Exhibit 99.3 to the Company's Current Report on Form 8-K dated May 24, 2016.

Pledge Agreement between the Company and HSBC Bank, USA, National Association dated May 1, 2020 is
incorporated herein by reference from Exhibit 10.2 to the Company’s Current Report on Form 8-K dated April 30, 2020.

First Amendment to the Letter Agreement dated May 1, 2020 with respect to the continuing Letter of Credit Facility
dated March 24, 2014, between the Company and HSBC Bank USA, National Association, effective as of August 23,
2020 is incorporated herein by reference from Exhibit 10.1 to the Company’s Quarterly Report on Form 10-Q for the
quarterly period ended September 30, 2020.

Pledge Agreement between the Company and HSBC Bank USA, National Association, dated August 13, 2020 is
incorporated herein by reference from Exhibit 10.2 to the Company’s Quarterly Report on Form 10-Q for the quarterly
period ended September 30, 2020.

Letter Agreement dated October 28, 2020 between the Company and HSBC Bank USA, National Association is
incorporated herein by reference from Exhibit 10.1 to the Company’s Current Report on Form 8-K dated October 28,
2020.



10.28 Credit Agreement between the Company and JPMorgan Chase Bank, National Association, dated December 2, 2020 is
incorporated herein by reference from Exhibit 10.1 to the Company’s Quarterly Report on Form 10-Q for the quarterly
period ended December 31, 2020.

10.29 Second Amendment to the Amended and Restated Employment Agreement of Jeffrey F. Glajch, as amended, dated
March 16, 2021 is incorporated herein by reference from Exhibit 10.1 to the Company’s Current Report on Form §-K
dated March 16, 2021.

(14) Code of Ethics

14.1  Graham Corporation Code of Business Conduct and Ethics, as amended and restated, is incorporated herein by reference
from Exhibit 14.1 to the Company's Annual Report on Form 10-K for the year ended March 31, 2014.

(21) Subsidiaries of the registrant
*21.1  Subsidiaries of the registrant
(23) Consents of Experts and Counsel
*23.1  Consent of Deloitte & Touche LLP
(31) Rule 13a-14(a)/15d-14(a) Certifications
*31.1  Certification of Principal Executive Officer
*31.2  Certification of Principal Financial Officer
(32) Section 1350 Certifications
*32.1  Section 1350 Certifications
(101) Interactive Data File

*101.INS Inline XBRL Instance Document — the instance document does not appear in the Interactive Data File because its
XBRL tags are embedded within the Inline XBRL document.

*101.SCH Inline XBRL Taxonomy Extension Schema Document

*101.CAL Inline XBRL Taxonomy Extension Calculation Linkbase Document

*101.DEF Inline XBRL Taxonomy Definitions Linkbase Document

*101.LAB Inline XBRL Taxonomy Extension Label Linkbase Document

*101.PRE Inline XBRL Taxonomy Extension Presentation Linkbase Document
(104) Cover Page Interactive Data File embedded within the Inline XBRL document

* Exhibits filed with this report.
# Management contract or compensatory plan.
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GRAHAM CORPORATION AND SUBSIDIARIES
SCHEDULE II - VALUATION AND QUALIFYING ACCOUNTS

(In Thousands)
Balance at Charged to Charged to Balance at
Beginning Costs and Other End of
Description of Period Expenses Accounts Deductions Period
Year ended March 31, 2021
Reserves deducted from the asset to which they apply:
Reserve for doubtful accounts receivable.................... $ 33 % “4) $ — 8 — 8 29
Reserves included in the balance sheet caption "accrued
expenses"
Product warranty ability ............cccooveveveirirvereiiiienes $ 359§ 344§ — S 77) $ 626
Year ended March 31, 2020
Reserves deducted from the asset to which they apply:
Reserve for doubtful accounts receivable.................... $ 33 § — % — % — 3 33
Reserves included in the balance sheet caption "accrued
expenses"
Product warranty liability ..........cccoocevievienieiieieiene, $ 366 $ 62 3 — 3 69) $ 359
Year ended March 31, 2019
Reserves deducted from the asset to which they apply:
Reserve for doubtful accounts receivable.................... $ 339§ (167) $ (13) $ (126) $ 33
Reserves included in the balance sheet caption "accrued
expenses"
Product warranty liability ..........cccccooveeinireeiienes $ 493 § 234§ 85) $ (276) $ 366
Reserves included in the balance sheet caption "accrued
compensation"
ReStructuring reSeIve ........coevvervenvenveieiereiereeeeerennes $ 18 $ — % — 3 (18) $ —
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SIGNATURES

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

GRAHAM CORPORATION

June 2, 2021 By: /s/ JEFFREY F. GLAJCH
Jeffrey F. Glajch
Vice President-Finance & Administration,
Chief Financial Officer and Corporate Secretary

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

Signature
/s/ JAMES R. LINES President and Chief Executive Officer and June 2, 2021
James R. Lines Director (Principal Executive Officer)
/s/ JEFFREY F. GLAJCH Vice President-Finance & Administration, Chief June 2, 2021
Jeffrey F. Glajch Financial Officer and Corporate Secretary

(Principal Financial Officer)
/s/ JENNIFER R. CONDAME Chief Accounting Officer June 2, 2021
Jennifer R. Condame (Principal Accounting Officer)
/s/ JAMES J. BARBER Director June 2, 2021

James J. Barber

/s/ ALAN FORTIER Director June 2, 2021
Alan Fortier

/s/ JAMES J. MALVASO Director and Chairman of the Board June 2, 2021
James J. Malvaso

/s/ GERARD T. MAZURKIEWICZ Director June 2, 2021
Gerard T. Mazurkiewicz

/s/ JONATHAN W. PAINTER Director June 2, 2021
Jonathan W. Painter

/s/ LISA M. SCHNORR Director June 2, 2021
Lisa M. Schnorr
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COMPARISON OF FIVE-YEAR CUMULATIVE TOTAL RETURN

The line graph below assumes an investment of $100 on March 31, 2016 in: (i) our common stock; (ii) the
stocks comprising the NYSE Composite Index; and (iii) the stocks comprising the Dow Jones U.S. QOil
Equipment & Services Index. Total returns assume the reinvestment of all dividends. Our stock performance
may not continue into the future with the trends similar to those depicted in the accompanying graph. We
neither make nor endorse any predictions as to our future stock performance.

Comparison of 5 Year Cumulative Total Return
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Safe Harbor Regarding Forward Looking Statements
This annual report contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and
Section 21E of the Securities Exchange Act of 1934, as amended.

”u

Forward-looking statements are subject to risks, uncertainties and assumptions and are identified by words such as “expects,” “estimates,”
“confidence,” “projects,” “typically,” “outlook,” “anticipates,” “believes,” “appears,” “could,” “will,” “opportunities,” “seeking,” “plans,”
“aim,” “pursuit,” “look towards” and other similar words. All statements addressing operating performance, events, or developments that
Graham Corporation expects or anticipates will occur in the future, including but not limited to, its ability to successfully integrate and
operate Barber-Nichols Inc., effects of the COVID-19 pandemic on its business operations, its customers, and its markets, expected
expansion and growth opportunities within its domestic and international markets, anticipated revenue, the timing of conversion of backlog
to sales, market presence, profit margins, tax rates, foreign sales operations, its ability to improve cost competitiveness and productivity,
customer preferences, changes in market conditions in the industries in which it operates, the effect on its business of volatility in
commodities prices, particularly in the oil and energy markets, changes in general economic conditions and customer behavior, forecasts
regarding the timing and scope of the economic recovery in its markets, its acquisition and growth strategy, and its operations in China,
India and other international locations, are forward-looking statements. Because they are forward-looking, they should be evaluated in
light of important risk factors and uncertainties. These risk factors and uncertainties are more fully described in Graham Corporation’s most
recent Annual Report filed with the Securities and Exchange Commission, included under the heading entitled “Risk Factors.”

| ”ou ”ou
’

Should one or more of these risks or uncertainties materialize or should any of Graham Corporation’s underlying assumptions prove
incorrect, actual results may vary materially from those currently anticipated. In addition, undue reliance should not be placed on Graham
Corporation’s forward-looking statements. Except as required by law, Graham Corporation disclaims any obligation to update or publicly
announce any revisions to any of the forward-looking statements contained in this annual report.



STOCKHOLDER INFORMATION

Stock Exchange Listing
NYSE: GHM

2021 Annual Meeting of Stockholders

July 28, 2021 at 11:00 am ET
to be held virtually via www.proxydocs.com/GHM

In order to attend the 2021 Annual Meeting,
you must register in advance at
www.proxydocs.com/GHM

Transfer Agent and Registrar

Computershare
P.O. Box 505000
Louisville, KY 40233

Overnight Delivery
Computershare

462 South 4th Street, Suite 1600
Louisville, KY 40202

U.S. Stockholders: (800) 288-9541
International Stockholders: (201) 680-6578
TDD U.S. Hearing Impaired: (800) 231-5469
TDD International Stockholders: (201) 680-6610
www.computershare.com/investor

Investor Relations

Investors, stockbrokers, security analysts and others
seeking information about Graham Corporation should
contact:

Jeffrey F. Glajch

Vice President-Finance & Administration,

Chief Financial Officer and Corporate Secretary
Phone: (585) 343-2216

Email: jglajch@graham-mfg.com

Deborah K. Pawlowski

Kei Advisors LLC

Phone: (716) 843-3908
Email: dpawlowski@keiadvisors.com

Independent Auditors

Deloitte & Touche LLP
910 Bausch & Lomb Place
Rochester, New York 14604

Corporate Counsel

Harter Secrest & Emery LLP
1600 Bausch & Lomb Place
Rochester, New York 14604

Senior Executive Team

James R. Lines
Chief Executive Officer

Daniel J. Thoren
President and Chief Operating Officer

Jeffrey F. Glajch
Vice President-Finance & Administration,
Chief Financial Officer and Corporate Secretary

Matthew J. Malone
Vice President and General Manager of Barber-Nichols

Alan E. Smith
Vice President and General Manager- Batavia

Jennifer R. Condame
Corporate Controller and Chief Accounting Officer

Board of Directors

James J. Malvaso "% 3

Chairman of the Board

Director Since 2003

President and Chief Executive Officer (Retired),
Toyota Material Handling Group

James J. Barber, Ph.D. "3
Director Since 2011
Principal, Barber Advisors, LLC

Alan Fortier 2%
Director Since 2008
President, Fortier & Associates, Inc.

James R. Lines
Director Since 2006
Chief Executive Officer, Graham Corporation

Gerard T. Mazurkiewicz '3
Director Since 2007
Partner, Dopkins & Company LLP

Jonathan W. Painter ' 2
Director Since 2014

Executive Chairman and Director,
Kadant Inc.

Lisa M. Schnorr "%
Director Since 2014
Senior Vice President, Constellation Brands, Inc.

" Audit Committee

2 Compensation Committee

3 Nominating and Corporate Governance Committee
*Committee Chair
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