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The information contained in this prospectus is not complete and may be changed. Neither we nor the selling stockholders may sell these
securities until the registration statement filed with the Securities and Exchange Commission is effective. This prospectus is not an offer
to sell these securities and it is not soliciting an offer to buy these securities in any state where the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED APRIL 26, 2007

Prospectus

3,348,166 Shares

CECO ENVIRONMENTAL CORP.

Common Stock

We are offering 1,000,000 shares of our common stock, and the selling stockholders identified in this prospectus are offering an additional
2,348,166 shares of our common stock, of which 1,749,500 shares are issuable upon exercise of warrants. Our common stock is traded on The
Nasdaq Global Market under the symbol CECE. The closing price of our common stock on April 25, 2007 on The Nasdaq Global Market was
$14.23 per share.

Investing in our common stock involves a high degree of risk. You should carefully consider the risks described under _Risk Factors
beginning on page 10 of this prospectus before buying shares of our common stock.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

Per Share Total
Public offering price $ $
Underwriting discounts and commissions $ $
Proceeds, before expenses, to us $ $
Proceeds, before expenses, to the selling stockholders $ $

We have granted the underwriters a 30-day option to purchase up to an additional 502,225 shares of common stock from us at the public offering
price, less the underwriting discounts and commissions, to cover over-allotments, if any.

Although we will not receive any of the proceeds from the sale of the shares of common stock by the selling stockholders, we will receive
$4,687,281 in proceeds from the exercise of the warrants for 1,749,500 shares of our common stock held by the selling stockholders and
included in this offering.

The underwriters expect to deliver the shares against payment in New York, New York on or about , 2007.
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The date of this prospectus is ,2007.
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You may rely only on the information contained or incorporated by reference in this prospectus. We and the selling stockholders have
not, and the underwriters have not, authorized anyone to provide you with additional information or information different from that
contained or incorporated by reference in this prospectus. If anyone provides you with different or inconsistent information, you should
not rely on it. We and the selling stockholders are not making an offer to sell these securities in any jurisdiction where an offer to sell is
not permitted. The information appearing in this prospectus is accurate in all material respects as of the date on the front cover of this
prospectus, but our business, financial condition, results of operations and prospects may have changed since that date.
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PROSPECTUS SUMMARY

The following summary highlights information contained elsewhere in this prospectus or in our documents filed with the Securities and
Exchange Commission, which we refer to as the SEC. It does not contain all the information you should consider. Before you decide to invest in
our common stock, you should read the entire prospectus carefully, including the Risk Factors included in this prospectus. Unless otherwise
provided, references to CECO, we, us and our referto CECO Environmental Corp. and its subsidiaries and joint ventures, and
references to you refer to prospective investors in our common stock. Unless otherwise indicated, this prospectus assumes that the
underwriters over-allotment will not be exercised.

Our Business

We are a leading provider of air pollution control products and services to the multi-billion dollar air pollution control and industrial ventilation
industry. We focus on offering our customers, through our family of companies, a complete end-to-end turnkey solution from engineering and
project management services to procurement and fabrication to construction and installation to aftermarket support and sale of consumables. We
believe we are one of the largest providers of complete turnkey solutions to the air pollution control and industrial ventilation industry in North
America. We have continuously serviced the environmental needs of the industrial workplace for nearly 100 years, and we believe our extensive
experience and expertise in providing a turnkey solution enhances our overall customer relationships and provides us with a competitive
advantage relative to other companies in a fragmented industry.

We have created a family of companies, each playing a specialized role in the creation of clean air solutions. By combining the efforts of some
or all of these companies, we are able to offer complete turnkey solutions to our customers and leverage the synergy of our family of companies.
In December of 1999, we acquired Kirk & Blum Manufacturing Company, which we refer to as Kirk & Blum, one of the largest sheet metal
fabricators in the U.S. This acquisition significantly changed our focus and capabilities and transformed us from a manufacturing operation to a
full-service product, engineering and design service provider of air pollution control solutions. We have continued to build upon this end-to-end
platform strategy by broadening our offerings through both acquisition and the creation of new service offerings. Recent developments include:

Entered into a transition agreement in February 2006 with H.M. White, LLC and H.M. White Holdings of Detroit, Michigan, which
we collectively refer to as H.M. White, to jointly participate in the acquisition of new business in the areas of industrial ventilation
systems and sheet metal and paint finishing construction, primarily for the automotive market.

Organized our marketing group CECO Energy Management Team, which we refer to as CEMT, in 2006 to assist customers in
developing plant wide energy reduction strategies in addition to eliminating waste and raising the efficiency of ventilation systems.

Acquired the assets of Effox, Inc., which we refer to as Effox, a leading producer of damper and expansion joints, on February 28,
2007, continuing the execution of our horizontal integration strategy and broadening our exposure to the multi-billion dollar energy,
power and utility market.
Our business is characterized by the breadth and diversity of our product and service offerings, customer base and end market applications. We
operate through four principal product groups:

Contracting Group produces air pollution control and industrial ventilation systems. Products and services are provided under the
Kirk & Blum and H.M. White brands;

Equipment Group produces various types of air pollution control equipment through the CECO Abatement, Effox, = CECO Filters,
Bush International and CECOaire brands;
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Components/Parts Group manufactures products used by our family of companies as well as third-party air pollution control

companies and contractors. Our products and services are marketed under the Kirk & Blum, K&B Duct and K&B Parts brands; and

Engineering Group provides industrial ventilation engineering and source emission testing services under the kbd/Technic and CECO
Energy Management Team brands.
Our principal end markets and typical applications include:

»  Collection (Dust, Oil Mist, Fume Exhaust)

»  Exhaust/Make-up Air

Aerospace

»  Painting/Finishing Booths

»  Pneumatic Conveying

»  Collection (Dust, Oil Mist, Fume Exhaust)

»  Exhaust/Make-up Air

Automotive »  Painting/Finishing Booths

»  Pneumatic Conveying

»  Process Ventilation

Energy »  High Efficiency Destruction (Volatile Organic Compounds, Fumes, Industrial Odors)
»  Collection (Dust, Oil Mist, Fume Exhaust)

»  Exhaust/Make-up Air

»  Painting/Finishing Booths

»  Pneumatic Conveying

»  Emission Testing and Compliance

»  Systems Analysis

»  Industrial Ventilation (Engineering and Design)

»  Capture in Moderately Abrasive Environments (Dust Particles, Fumes, Oil Mist)
Metals »  Acid/Caustic Mist

»  Storage Tank Emissions

»  Lubricant Emissions

»  Nitric Acid
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Wet Bench Acid Mist

Rolling Mill Oil Mist Collection

Heavy Gauge Strip and Coil (Coolers and Dryers)

Collection (Dust, Dry Particulate Matter, Kiln Exhaust, Raw Mill Exhaust, Electric Furnace)
Rolling Mill Oil Mist Collection

Heavy Gauge Strip and Coil (Coolers and Dryers)
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Industry Overview

We serve a large industry that has grown steadily over the last several years. The market for air pollution control and industrial ventilation
products is a multi-billion dollar market that is highly fragmented. Today, more so than ever, people demand to live in a world of clean air and
an environment that is free of industrial pollutants.

We believe growth for air pollution control and industrial ventilation products in the U.S. and abroad continue to be driven by several key
factors:

Favorable Regulatory Environment. The adoption of increasingly stringent environmental regulations in the U.S. and abroad forces
businesses to pay strict attention to environmental protection. Strict air quality standards and the need for improved industrial
workplace environments are chief among the factors that drive our business.

Worldwide Industrialization. Global trade has increased significantly over the last couple of years driven by growth in
emerging markets, including China and India, as well as other developing nations in Asia and Latin America.
Furthermore, as a result of globalization, manufacturing that was historically performed domestically continues to
migrate to lower cost countries. This movement of the manufacture of goods throughout the world increases demand for
industrial ventilation products as new construction continues and we expect more rigorous environmental regulations
will be introduced to create a cleaner and safer working environment and reduce environmental emissions as these
economies evolve.

Strong Global Economic Growth and Rebound in Basic Industries. The global economy continues to grow at a brisk pace. We
believe this strong global growth has absorbed spare manufacturing capacity and contributed, in part, to the rebound in basic
industries by creating greater demand for certain commodities that drove up prices and enabled plant expansion, improved
production efficiencies and enhanced energy reduction efforts.

Our Competitive Strengths

Leading Market Position as a Complete Solution Provider. We believe we are the leading provider of complete turnkey solutions to the air
pollution control and industrial ventilation industry and one of the largest and most diversified turnkey solutions providers in North America.
The multibillion-dollar global air pollution control market is highly fragmented with numerous small and regional contracting firms separately
supplying engineering services, fabrication, installation, testing and monitoring, products and spare parts. Through the vertical integration of our
family of companies, we offer our customers a complete end-to-end solution from engineering and project management services to procurement
and fabrication to construction and installation to aftermarket support and sale of consumables, which allows them to avoid dealing with
multiple vendors when managing projects. We have continuously serviced the environmental needs of the industrial workplace for nearly 100
years and we believe our extensive experience and expertise in providing a turnkey solution for the air pollution control and industrial
ventilation industry further enhances our overall customer relationships and provides us a competitive advantage in our markets relative to other
companies in the industry. We believe this is evidenced by our long standing, strong customer relationships with blue chip customers. We
believe that no single competitor has the resources to offer a similar portfolio of product and service capabilities. Our family of companies offers
the depth of a large organization while our lean organizational structure keeps us close to our customers and markets, allowing us to offer fast
responses to each unique situation.

Diversified End Markets and Customer Base. The diversity of our end markets and customer base provides us with multiple growth
opportunities. As of December 31, 2006, we had a customer base of more than 2,300 active customers across a range of industries. Our
customers represent some of the largest aerospace, automotive,
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foundry, ethanol, power and metals companies in the U.S., including General Electric Company, General Motors Corporation, The Procter &
Gamble Company, Nissan Motor Co., Ltd., American Honda Motor Co., Inc., The Boeing Company, Corning Incorporated, Toyota Motor North
America, Inc., The Babcock & Wilcox Company and Alcoa Inc. In addition, we believe that the diversity of our customers and end markets
mitigates our risk of potential fluctuation or downturn in demand from any individual industry or particular client. We believe we have the
resources and capabilities to meet the operating needs of our customers as they upgrade and expand domestically as well as into new
international markets. Once systems have been installed and a relationship has been established with the customer, we often win repeat service
and maintenance business as the customers process changes and modifications or additions to systems become necessary.

Experienced Management and Engineering Team. Our senior management team has an average of approximately 20 years of experience in the
air pollution control and industrial ventilation industry. The business experience of our management team creates a strong skill set for the
successful execution of our strategy. Our senior management team is supported by a strong operating management team, which possess
extensive operational and managerial experience, averaging over 20 years of industry experience, most of which has been with CECO and our
family of companies. Our workforce includes approximately 62 engineers, designers, and project managers whose significant specialized
industry experience and technical expertise enables them to have an understanding of the solutions that will best suit the needs of our customers.
The experience and stability of our management, operating and engineering team has been crucial to our growth, developing and maintaining
customer relationships and increasing our market share.

Disciplined Acquisition Program with Successful Integration. We believe that we have demonstrated an ability to successfully acquire and
integrate air pollution control and industrial ventilation companies with complimentary product or service offerings into our family of
companies. In February 2006, we integrated H.M. White, which provided us valuable access to the automotive market with a complete turnkey
engineering, design, manufacturing and installation of air pollution control systems. More recently in February 2007, we acquired the assets of
Effox, which we believe will grant us access to the multi-billion dollar energy, power and utility markets. We believe that the breadth and
diversity of our products and services and our ability to deliver a turnkey solution to various end markets provides us with multiple sources of
stable growth and a competitive advantage relative to other players in the industry. Our annual revenue has grown in each of the last four years
and increased from $68.1 million in 2003 to $164.3 million in 2006, pro forma for the acquisition of the Effox assets, a compound annual growth
rate of 34.1%. Over this same time frame our operating income has increased from $1.3 million to $8.6 million, pro forma for the acquisition of
the Effox assets, a compound annual growth rate of 87.7%, which we believe evidences the success of our horizontal and vertical integration
Sstrategy.

Our Strategy

Our strategy utilizes all of our resource capabilities to help customers improve efficiencies and meet specific regulatory requirements within
their business processes through optimal design and integration of turnkey pollution control systems. Our unique engineering and design
expertise in air quality management combined with our comprehensive suite of product and service offerings allows us to provide customers
with a one-stop cost-effective solution to meet their integrated abatement needs. We intend to continue to grow our company, increase
stockholder value and become a worldwide leader in the design, development, installation and supply of complete turnkey solution to the
industrial ventilation and pollution control marketplace. Key elements of our strategy include:

Expand Customer Base and Penetrate End Markets. We constantly look for opportunities to win new customers and penetrate new geographic
locations and end markets with existing products and services or acquired new product or service opportunities. For example, we have
successfully expanded our sales to new
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customers and entered new end markets through the organization of CEMT, the strategic integration of H.M. White and the strategic acquisition
of the assets of Effox. CEMT ties together all of the pollution control specialties of the CECO family of companies and offers customers a
complete plant-wide energy reduction strategy, which allows us to cross-sell our complete solution of products and services to both existing and
new customers and create synergies between our many specialties. Our strategic integration of H.M. White provided us valuable access to the
automotive market with a complete turnkey engineering, design, manufacturing and installation of air pollution control systems. Meanwhile, we
believe that our strategic acquisition of the assets of Effox will allow us to access the multibillion-dollar energy, power and utilities markets. We
intend to continue to expand our sales force, customer base and end markets and have identified a number of attractive growth opportunities both
domestically and abroad, including international projects in China, Mexico and India.

Develop Innovative Solutions. We intend to continue to leverage our engineering and manufacturing expertise and strong customer relationships
to develop new and customize products that address the identified needs of our customers or a particular end market. We thoroughly analyze
new product opportunities by taking into account projected demand for the product or service, price point and expected operating costs, and only
pursue those opportunities that we believe will contribute to earnings growth in the near-term. A recent example of our new product
development includes our development of the CECO Abatement Regenerative Thermal Oxidizer, which is used for ethanol emission
applications. According to Ethanol Producer Magazine, there are currently 119 ethanol plants operating and 63 under construction in the U.S. Of
the plants under construction, CECO is providing pollution control equipment, stainless ducting, and dryers to 25 plants or approximately 40%
of new-build activity. Growth in ethanol is expected to continue to increase along with other alternative energy solutions as a result of
substantial government focus and legislative support, among other reasons. The National Corn Growers Association estimates that U.S.
corn-based ethanol production could expand to between 12.8 and 17.8 billion gallons per year by 2015, from the Renewable Fuels Association s
estimated current capacity of approximately 5.8 billion gallons per year.

Maintain Strong Customer Focus. We have a diversified customer base of more than 2,300 active customers as of December 31, 2006, across a
broad base of industries, including aerospace, brick, cement, ceramics, metalworking, ethanol, printing, paper, food, foundries, power plants,
metal plating, wood working, chemicals, tobacco, glass, automotive and pharmaceuticals. We believe that there are multiple opportunities for us
to expand our penetration of existing markets and customers, especially as our large multinational customers grow internationally. We plan to
continue to leverage our turnkey solutions and nearly 100 years of air pollution control experience to simplify the environmental control needs
of our customers, which should increase productivity, decrease costs and allow our customers to focus on their core businesses.

Pursue Selective Acquisitions. We believe we currently offer an attractive turnkey solution to our customers with organic growth potential;
however, we will also continue to explore selective acquisition opportunities that:

Further broaden the breadth of our product and service offerings;

Allow us to enter new end markets or strengthen our presence in an existing end market; and

Extend our industry leadership position.
The air pollution control and industrial ventilation industry is highly fragmented, which may present acquisition opportunities, particularly
companies that produce types of pollution control equipment that we do not currently manufacture or companies that have system expertise in a
particular industry that we do not currently serve or feel that we underserve, or who, by integrating into our existing family of companies would
make us a dominant player in that particular market. We believe that there is an ongoing trend among customers to utilize fewer suppliers in
order to simplify procurement, increase manufacturing efficiency and generally reduce costs. We believe our reputation as an established,
reliable and responsible provider of complete turnkey solutions makes us an attractive acquirer.
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Recent Developments

Earnings Guidance. We are estimating net sales for the full year of 2007 to be in the range of $200 million to $210 million, an increase of 22%
to 28% over unaudited net sales of approximately $164.3 million for 2006, pro forma for the acquisition of the Effox assets. Our adjusted
EBITDA for the full year of 2007 is estimated to be in the range of $10.5 million to $11.5 million. This represents an increase in adjusted
EBITDA of $0.6 million to $1.6 million, or 6% to 16% over adjusted EBITDA of approximately $9.9 million for the year ended December 31,
2006, pro forma for the acquisition of the Effox assets. Income from continuing operations for the year ended December 31, 2006 was
approximately $3.1 million. Adjusted EBITDA is equal to income (loss) from continuing operations, plus interest expense (net of interest
income), provision for income taxes, depreciation and amortization and income or expense from the valuation of warrants. See footnote 4 in

Summary Historical and Pro Forma Financial and Operating Data for a discussion of adjusted EBITDA and why management believes its
presentation provides useful information to investors regarding our financial condition and results of operations, as well as a reconciliation of
adjusted EBITDA to income (loss) from continuing operations.

We can make no assurances that these estimates of future results will be realized, and estimates are subject to risks and uncertainties, many of

which are not within our control. See Risk Factors and Cautionary Note About Forward-Looking Statements included in this prospectus. We do
not undertake any obligation to update publicly any forward-looking statements, including, without limitation, any estimates regarding net sales

or adjusted EBITDA, whether as a result of the receipt of new information, future events or otherwise.

New Bookings. Since December 31, 2006, we have received new contracts and additions to existing contracts totaling over $46 million as of
March 31, 2007. This represents an increase of 31% over the comparable prior year period. We believe that if current trends in our business and
order activity were to continue, we would meet our net sales and adjusted EBITDA expectations for the remainder of 2007.

Our Principal Executive Offices and Internet Address

Our principal executive offices are located at 3120 Forrer Street, Cincinnati, Ohio 45209, and our telephone number is (513) 458-2600. Our
website address is www.cecoenviro.com. Information contained on our website does not constitute a part of this prospectus.
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Common stock offered by us

Common stock offered by the selling
stockholders

Common stock to be outstanding immediately
after this offering"

Over-allotment option granted by us

Use of proceeds

Risk Factors

Nasdaq Global Market symbol

The Offering

1,000,000 shares

2,348,166 shares

14,256,809 shares

502,225 shares

We will receive net proceeds of approximately $13.0 million, based upon an assumed public
offering price of $14.23 per share (the last sale price of our common stock as reported on The
Nasdaq Global Market on April 25, 2007) after deducting the underwriting discount and
estimated offering expenses payable by us. We will use the net proceeds to:

Repay all of our subordinated debt payable to our affiliate; and

Repay a portion of our outstanding borrowings under our credit facility with Fifth
Third Bank.

Our use of proceeds is more fully described under Use of Proceeds. Although we will not
receive any of the proceeds from the sale of the shares of common stock by the selling
stockholders, we will receive $4,687,281 in proceeds from the exercise of the warrants for
1,749,500 shares of our common stock held by the selling stockholders and included in this
offering.

Investing in our common stock involves certain risks. You should carefully consider the risk
factors discussed under the heading Risk Factors beginning on page 10 of this prospectus and
other information contained or incorporated by reference in this prospectus before deciding to
invest in our common stock.

CECE

@ The number of shares of common stock to be outstanding upon completion of this offering is based on 11,507,309 shares of common stock
outstanding as of April 25, 2007, and assumes:

the expected exercise of the warrants by the selling stockholders to purchase 1,749,500 shares of common stock with a weighted
average exercise price of $2.68 per share, which are included in this offering;
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the exclusion of 283,000 shares of common stock issuable upon the exercise of outstanding options with a weighted average exercise
price of $4.51 per share as of April 25, 2007,

the exclusion of 750,000 shares of common stock issuable upon the exercise of outstanding warrants (other than the warrants that are
expected to be exercised by the selling stockholders and included in this offering) with a weighted average exercise price of $4.98
per share as of April 25, 2007; and

that the underwriters do not exercise their over-allotment option to purchase up to 502,225 additional shares in the offering from us.
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Summary Historical and Pro Forma Financial and Operating Data

The following table sets forth our summary historical and pro forma financial and operating data as of and for each of the years indicated. The
summary historical financial data are derived from our historical audited consolidated financial statements for the years indicated. The summary
unaudited pro forma financial data for the year ended December 31, 2006 gives effect to certain events identified in the Unaudited Pro Forma
Consolidated Financial Information appearing elsewhere in this prospectus, including our acquisition of the assets of Effox on February 28, 2007
as if such acquisition had occurred on January 1, 2006 with respect to the statement of operations information and December 31, 2006 with
respect to the balance sheet information. The summary unaudited pro forma financial data are based on certain assumptions and adjustments and
do not purport to reflect what our actual results of operations would have been had such acquisition in fact occurred on January 1, 2006 or
December 31, 2006, nor are they necessarily indicative of the results of operations that we may achieve in the future. You should review this
information together with the Unaudited Pro Forma Consolidated Financial Information, Management s Discussion and Analysis of Financial
Condition and Results of Operations and our consolidated historical financial statements and related notes included or incorporated by reference
in this prospectus.

Pro Forma

for the Effox

Acquisition

Year Ended December 31, Year Ended
December 31,

2004 2005 2006 2006
(unaudited)
(in thousands, except per share amounts)
Statement of operations information:

Net sales $ 69,366 $ 81,521 $ 135,359 $ 164,297
Cost of sales 56,271 64,521 111,261 132,549
Gross profit, excluding depreciation and amortization 13,095 17,000 24,098 31,748
Depreciation and amortization 1,254 1,167 1,229 1,552
Selling and administrative 10,656 12,308 16,822 21,578
Operating income 1,185 3,525 6,047 8,618
Other income (expense) 200 (900) 812 809
Interest expense! (2,561) (2,413) (1,997) (2,488)
Net income (loss) (928) (435) 3,094 4,416

Basic net income (loss) per share®

(0.09) (0.04) 0.27 0.39
Diluted net income (loss) per share® (0.09) (0.04) 0.24 0.34
Weighted average shares outstanding
Basic 9,990 9,993 11,260 11,260
Diluted 9,990 9,993 12,890 12,890
Other Financial Data (Unaudited)
Backlog® $ 20,700 $ 28,900 $ 97,100 $ 117,100
Calculation of Adjusted EBITDA®
Income (loss) from continuing operations (928) (435) 3,094 4,416
Interest expense! 2,561 2,413 1,997 2,488
Interest income (197) (202) (237) (237)
Provision for income taxes (248) 647 1,768 2,523
Depreciation 1,153 1,155 1,217 1,540
Amortization 101 12 12 12
EBITDA 2,442 3,590 7,851 10,742
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Pro Forma

for the Effox

Acquisition

Year Ended December 31, Year Ended
December 31,

2004 2005 2006 2006
(unaudited)
(in thousands)

Balance sheet information:

Working capital $ 1,910 $ 3,602 $ 14,311 $ 16,190
Total assets 43,441 42,900 63,188 76,934
Total debt, including current maturities 16,082 14,415 16,334 22,246

Stockholders equity 7,249 6,783 14,923 14,923

1)

2)

3)

)

Interest expense includes amortization of the original issue discount on subordinated debt to our affiliate. See Certain Relationships and
Related Party Transactions.

Basic earnings (loss) per common share are calculated by dividing income (loss) by the weighted average number of common shares
outstanding during the period.

Backlog at December 31, 2006, pro forma for the acquisition of the Effox assets, consists of our backlog at December 31, 2006 of
approximately $97.1 million plus backlog attributable to the Effox assets of approximately $20 million at December 31, 2006. Backlog is
not defined by generally accepted accounting principals and our methodology for calculating backlog may not be consistent with
methodologies used by other companies. Our backlog consists of the amount of revenue we expect from complete performance of
uncompleted signed, firm fixed-price contracts that have not been completed for products and services we expect to substantially deliver
within the next 12 months.

Adjusted EBITDA is a non-generally accepted accounting principle, or GAAP, financial measure equal to income (loss) from continuing
operations, the most directly comparable GAAP measure, plus interest expense (net of interest income), provision for income taxes,
depreciation and amortization and income or expense from the valuation of warrants. We have presented adjusted EBITDA because we
use adjusted EBITDA as an integral part of our internal reporting to measure our performance and to evaluate the performance of our
senior management. We consider adjusted EBITDA to be an important indicator of the operational strength of our business. Management
uses adjusted EBITDA:

as a measure of operating performance that assists us in comparing our performance on a consistent basis because it removes the
impact of our capital structure and asset base from our operating results;

as a measure for budgeting and for evaluating actual results against our budgets;

to assess compliance with financial ratios and covenants included in our credit facility with Fifth Third Bank;

in communications with lenders concerning our financial performance;

to assess impairment of goodwill and intangibles; and

to evaluate the viability of potential acquisitions and overall rates of return.

Adjusted EBITDA eliminates the effect of non-cash depreciation and amortization. A limitation of this measure, however, is that it does
not reflect the periodic costs of certain capitalized tangible and intangible assets used in generating revenues in our business. Management
evaluates the costs of such tangible and intangible assets and the impact of related impairments through other financial measures, such as
capital expenditures, investment spending and return on capital. Therefore, we believe that adjusted EBITDA provides useful information
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to our investors regarding our performance and overall results of operations. However, adjusted EBITDA is not intended to be a
performance measure that should be regarded as an alternative to, or more meaningful than, either income (loss) from continuing
operations as an indicator of operating performance or to cash flows from operating activities as a measure of liquidity. In addition,
adjusted EBITDA is not intended to represent funds available for dividends, reinvestment or other discretionary uses, and should not be
considered in isolation or as a substitute for measures of performance prepared in accordance with GAAP. The adjusted EBITDA measure
presented in this prospectus may not be comparable to similarly titled measures presented by other companies, and may not be identical to
corresponding measures used in our various agreements.
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RISK FACTORS

An investment in our common stock involves a high degree of risk. You should carefully consider the risk factors described below, together with
the other information included in this prospectus before you decide to invest in our securities. The risks described below are the material risks of
which we are currently aware; however, they may not be the only risks that we may face. Additional risks and uncertainties not currently known
to us or that we currently view as immaterial may also impair our business. If any of these risks develop into actual events, it could materially
and adversely affect our business, financial condition, results of operations and cash flows, the trading price of your shares could decline and
you may lose all or part of your investment.

Risks Related to QOur Business
Our dependence upon fixed-price contracts could adversely affect our operating results.

The majority of our projects are currently performed on a fixed-price basis. Under a fixed-price contract, we agree on the price that we will
receive for the entire project, based upon a defined scope, which includes specific assumptions and project criteria. If our estimates of our own
costs to complete the project are below the actual costs that we may incur, our margins will decrease, and we may incur a loss. The revenue, cost
and gross profit realized on a fixed-price contract will often vary from the estimated amounts because of unforeseen conditions or changes in job
conditions and variations in labor and equipment productivity over the term of the contract. If we are unsuccessful in mitigating these risks, we
may realize lower gross profits that are different from those originally estimated and incur reduced profitability or losses on projects. Depending
on the size of a project, these variations from estimated contract performance could have a significant effect on our operating results for any
quarter or year. In general, turnkey contracts to be performed on a fixed-price basis involve an increased risk of significant variations. This is a
result of the long-term nature of these contracts and the inherent difficulties in estimating costs and of the interrelationship of the integrated
services to be provided under these contracts whereby unanticipated costs or delays in performing part of the contract can have compounding
effects by increasing costs of performing other parts of the contract.

If actual costs for our projects with fixed-price contracts exceed our original estimates, our profits will be reduced or we may suffer losses.

The majority of our contracts are fixed-priced contracts. Although we benefit from cost savings, we have limited ability to recover cost overruns.
Because of the large scale and long-term nature of our contracts, unanticipated cost increases may occur as a result of several factors, including:

increases in cost or shortages of components, materials or labor;

unanticipated technical problems;

required project modifications not initiated by the customer; and

suppliers or subcontractors failure to perform.
Any of these factors could delay delivery of our products. Our contracts often provide for liquidated damages in the case of late delivery.
Unanticipated costs that we cannot pass on to our customers, for example the increases in steel prices or the payment of liquidated damages
under fixed contracts, would negatively impact our profits.

We have experienced rapid growth, which may be difficult to sustain and which has placed significant demands on our accounting systems
and other operational, administrative and financial resources.

Our annual revenue has grown in each of the last four years increasing from $68.1 million in 2003 to $164.3 million in 2006, pro forma for the
acquisition of the Effox assets. Our rapid growth has caused, and if it continues will continue to cause, significant demands on our accounting
systems and other operational,
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administrative and financial resources. For example, we are currently planning to upgrade our accounting and operational computer software
systems in either 2007 or 2008. In addition, we may need to expand and otherwise improve our internal systems, including our other
management information systems, customer relationship and support systems, and operating, administrative and financial systems and controls.
We may also need to hire additional staff or engage outside consultants. This effort may require us to make significant capital expenditures or
incur significant expenses, and divert the attention of management, sales, support and finance personnel from our core business operations,
which may adversely affect our financial performance in future periods.

Our future growth will depend, among other things, on our ability to maintain an operating platform and management system sufficient to
address our growth and will require us to incur significant additional expenses and to commit additional senior management and operational
resources. As a result, we face significant challenges:

in maintaining adequate accounting, financial and business controls;

implementing new or updated information, accounting and financial systems, and procedures; and

in training, managing and appropriately sizing our work force and other components of our business on a timely and cost-effective
basis.
We cannot assure you that we will be able to manage our expanding operations effectively or that we will be able to continue to grow, and any
failure to do so could adversely affect our ability to generate revenue and control our expenses.

We have a substantial amount of indebtedness, which may adversely affect our ability to operate our business, remain in compliance with
debt covenants, make payments on our debt and limit our growth.

As of April 25, 2007, the aggregate amount of our outstanding indebtedness under our credit facility with Fifth Third Bank, which we refer to as
the Bank Facility, and subordinated debt was approximately $23.9 million which includes an additional $6.7 million to finance the acquisition of
the assets of Effox. Our outstanding indebtedness could have important consequences for you, including the following:

it may be more difficult for us to satisfy our obligations with respect to our Bank Facility and subordinated debt, and any failure to
comply with the obligations of any of the agreements governing such indebtedness, including financial and other restrictive
covenants, could result in an event of default under such agreements;

the covenants contained in our debt agreements limit our ability to borrow money in the future for acquisitions, capital expenditures
or to meet our operating expenses or other general corporate obligations;

the amount of our interest expense may increase because certain of our borrowings are at variable rates of interest, which, if interest
rates increase, could result in higher interest expense;

we will need to use a portion of our cash flows to pay principal and interest on our debt, which will reduce the amount of money we
have for operations, working capital, capital expenditures, expansion, acquisitions or general corporate or other business activities;

we may have a higher level of debt than some of our competitors, which could put us at a competitive disadvantage;

Table of Contents 24



Edgar Filing: CECO ENVIRONMENTAL CORP - Form S-3/A

we may be more vulnerable to economic downturns and adverse developments in our industry or the economy in general; and

our debt level could limit our flexibility in planning for, or reacting to, changes in our business and the industry in which we operate.
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Our ability to meet our expenses and debt obligations will depend on our future performance, which will be affected by financial, business,
economic, regulatory and other factors. We will not be able to control many of these factors, such as economic conditions and governmental
regulation. We cannot be certain that our earnings will be sufficient to allow us to pay the principal and interest on our existing or future debt
and meet our other obligations. If we do not have enough money to service our existing or future debt, we may be required to refinance all or
part of our existing or future debt, sell assets, borrow more money or raise equity. We may not be able to refinance our existing or future debt,
sell assets, borrow more money or raise equity on terms acceptable to us, if at all.

Our inability to deliver our backlog on time could affect our future sales and profitability, and our relationships with our customers.

Our backlog has increased from approximately $28.9 million at December 31, 2005 to approximately $97.1 million at December 31, 2006. This
increase does not include approximately $20 million of backlog attributable to the recently acquired Effox assets at December 31, 2006. Our
ability to meet customer delivery schedules for our backlog is dependent on a number of factors including, but not limited to, access to the raw
materials required for production, an adequately trained and capable workforce, project engineering expertise for certain large projects, sufficient
manufacturing plant capacity and appropriate planning and scheduling of manufacturing resources. Our failure to deliver in accordance with
customer expectations may result in damage to existing customer relationships and result in the loss of future business. Failure to deliver backlog
in accordance with expectations could negatively impact our financial performance and cause adverse changes in the market price of our
common stock.

Since our financial performance is seasonal, current results are not necessarily indicative of future results.

Our operating results may fluctuate significantly due to the seasonality of our business and these fluctuations make it more difficult for us to
predict accurately in a timely manner factors that may have a negative impact on our business. The fourth quarter of our fiscal year, which ends
December 31, is typically our strongest quarter. For example, many of our customers attempt to complete major capital improvement projects
before the end of the calendar year. In addition, many customers shut down over the Christmas holidays to perform maintenance services on
their facilities. These factors create increased demand for our products and services during this period.

Conversely, the first quarter of our fiscal year is typically our weakest quarter. This is caused to some extent by winter weather constraints on
outside construction activity but also by the seasonality of capital improvement projects as discussed relating to the fourth quarter. Accordingly,
results for any one quarter are not necessarily indicative of results to be expected for any other quarter or for any year.

Our financial performance may vary significantly from period to period, making it difficult to estimate future revenue.

Our annual revenues and earnings have varied in the past and are likely to vary in the future. Our contracts generally stipulate customer specific
delivery terms and may have contract cycles of a year or more, which subjects these contracts to many factors beyond our control. In addition,
contracts that are significantly larger in size than our typical contracts tend to intensify their impact on our annual operating results. Furthermore,
as a significant portion of our operating costs are fixed, an unanticipated decrease in our revenues, a delay or cancellation of orders in backlog,
or a decrease in the demand for our products, may have a significant impact on our annual operating results. Therefore, our annual operating
results may be subject to significant variations and our operating performance in one period may not be indicative of our future performance.

We have a history of net losses, and may not be profitable in the future.

Although we reported net income of $3.1 million for the year ended December 31, 2006, we have incurred net losses each fiscal year since 1999.
We cannot assure you that we will be profitable in the future. Even if we
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achieve profitability, we may experience significant fluctuations in our revenues and we may incur net losses from period to period. The impact
of the foregoing may cause our operating results to be below the expectations of securities analysts and investors, which may result in a decrease
in the market value of our common stock.

Percentage-of-completion method of accounting for contract revenue may result in material adjustments that would adversely affect our
operating results.

We recognize contract revenue using the percentage-of-completion method on all fixed price contracts over $50,000. Under this method,
estimated contract revenue is accrued based generally on the percentage that costs to date bear to total estimated costs. Estimated contract losses
are recognized in full when determined. Accordingly, contract revenue and total cost estimates are reviewed and revised periodically as the work
progresses and as change orders are approved, and adjustments based upon the percentage-of-completion are reflected in contract revenue in the
period when these estimates are revised. These estimates are based on management s reasonable assumptions and our historical experience, and
are only estimates. Variation of actual results from these assumptions or our historical experience could be material. To the extent that these
adjustments result in an increase, a reduction or an elimination of previously reported contract revenue, we would recognize a credit or a charge
against current earnings, which could be material.

A significant portion of our accounts receivable are related to large contracts, which increases our exposure to credit risk.

We closely monitor the credit worthiness of our customers. Significant portions of our sales are to customers who place large orders for custom
products and whose activities are related to the power and oil/gas industries. As a result, our exposure to credit risk is affected to some degree by
conditions within these industries and governmental and/or political conditions. We frequently attempt to reduce our exposure to credit risk by
requiring progress payments and letters of credit. However, unanticipated events that affect our customers could have a materially adverse
impact on our operating results.

Changes in billing terms can increase our exposure to working capital and credit risk.

Our products are generally sold under contracts that allow us to either bill upon the completion of certain agreed upon milestones, or upon actual
shipment of the product. We attempt to negotiate progress-billing milestones on all large contracts to help us manage the working capital and
credit risk associated with these large contracts. Consequently, shifts in the billing terms of the contracts in our backlog from period to period
can increase our requirement for working capital and can increase our exposure to credit risk.

Customers may cancel or delay projects. As a result our backlog may not be indicative of our future revenue.

Customers may cancel or delay projects for reasons beyond our control. Our orders normally contain cancellation provisions which permit us to
recover our costs, and, for most contracts, a portion of our anticipated profit in the event a customer cancels an order. If a customer elects to
cancel an order, we may not realize the full amount of revenues included in our backlog. If projects are delayed, the timing of our revenues could
be affected and projects may remain in our backlog for extended periods of time. Revenue recognition occurs over long periods of time and is
subject to unanticipated delays. If we receive relatively large orders in any given quarter, fluctuations in the levels of our quarterly backlog can
result because the backlog in that quarter may reach levels that may not be sustained in subsequent quarters. As a result, our backlog may not be
indicative of our future revenues. With rare exceptions, we are not issued contracts until a customer is ready to start work on a project. Thus, it is
our experience that the only correlation between the length of a project and the possibility that a project may be cancelled is simply the fact that
there is more time involved. In a year long project there is more time for the customer to have some business downturn causing such customer to
cancel than there is in a three-month project.
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Our gross margins are affected by shifts in our product mix.

Certain of our products have higher gross profit margins than others. Consequently, changes in the product mix of our sales from
quarter-to-quarter or from year-to-year can have a significant impact on our reported gross profit margins. For example, in the fourth quarter of
2006, we experienced a decrease in gross margin as a percent of net sales due to a change in product mix. Certain of our products also have a
much higher internally manufactured cost component. Therefore, changes from quarter-to-quarter or from year-to-year can have a significant
impact on our reported gross margins. In addition, contracts with a higher percentage of subcontracted work or equipment purchases may result
in lower gross profit margins.

If our goodwill or intangibles becomes impaired, we may be required to recognize charges that would reduce our net income or increase our
net loss.

As of December 31, 2006, goodwill and intangibles represented approximately $11.5 million, or 18.2% of our total assets. On a pro-forma basis
after giving effect to the acquisition of the assets of Effox, as of December 31,2006, we had goodwill and intangibles of approximately $15.6
million, or 20.3% of our total assets. Under Statement of Financial Accounting Standard No. 142, Goodwill and Other Intangible Assets,
goodwill and indefinite lived intangible assets, are no longer amortized, but instead are subject to impairment evaluation based on related
estimated fair values, with such testing to be done at least annually. While, to date, no impairment write-downs have been necessary, any
write-down of goodwill or intangible assets resulting from future periodic evaluations would, as applicable, either decrease our net income or
increase our net loss and those decreases or increases could be material.

Risks Related to Our Operations and Industry
We face significant competition in the markets we serve.

The industries in which we compete are all highly competitive and highly fragmented. We compete against a number of local, regional and
national contractors and manufacturers in each of our product or service lines, many of which have been in existence longer than us and some of
which have substantially greater financial resources than we do. Our products primarily compete on the basis of price, performance, speed of
delivery, quality, customer support and single source responsibility. We believe new entrants that are large corporations may be able to compete
with us on the basis of price and as a result may have a material adverse affect on the results of our operations. In addition, we cannot assure you
that other companies will not develop new or enhanced products that are either more effective than ours or would render our products
non-competitive or obsolete. Any failure by us to compete effectively in the markets we serve could have a material adverse effect on our
business, results of operations and financial condition.

Increasing costs for manufactured components, raw materials, transportation, health care and energy prices may adversely affect our
profitability.

We use a broad range of manufactured components and raw materials in our products, including raw steel, steel-related components, filtration
media, and equipment such as fans, motors, etc. Materials comprise the largest component of our costs, representing over 60% of the costs of our
net sales in fiscal 2006. Further increases in the price of these items could further materially increase our operating costs and materially
adversely affect our profit margins. Similarly, transportation and health care costs have risen steadily over the past few years and represent an
increasingly important burden for us. Although we try to contain these costs wherever possible, and although we try to pass along increased
costs in the form of price increases to our customers, we may be unsuccessful in doing so for competitive reasons, and even when successful, the
timing of such price increases may lag significantly behind our incurrence of higher costs.

Our business is affected by the health of the markets we serve.

Our financial performance depends, in large part, on varying conditions in the markets that we serve, particularly the general industrial markets.
Demand in these markets fluctuates in response to overall economic
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conditions, although the replacement nature of a portion of our products helps mitigate the effects of these changes. Economic downturns in the
markets we serve may result in reductions in sales and pricing of our products and services, which could reduce future earnings and cash flow.

Our industry has recently experienced shortages in the availability of qualified personnel. Any difficulty we experience replacing or adding
qualified personnel could adversely affect our business.

Our operations require the services of employees having technical training and experience in our business. As a result, our operations depend on
the continuing availability of such personnel. Shortages of qualified personnel are occurring in our industry. If we should suffer any material loss
of personnel to competitors, or be unable to employ additional or replacement personnel with the requisite level of training and experience, our
operations could be adversely affected. A significant increase in the wages paid by other employers could result in a reduction in our workforce,
increases in wage rates, or both.

We rely on a few key employees whose absence or loss could disrupt our operations or be adverse to our business.

We are highly dependent on the experience of our management in the continuing development of our operations. The loss of the services of
certain of these individuals would have a material adverse effect on our business. Although we have employment and non-competition
agreements with certain of our key employees, as a practical matter, those agreements will not assure the retention of our employees, and we
may not be able to enforce all of the provisions in any employment or non-competition agreement. Our future success will depend in part on our
ability to attract and retain qualified personnel to manage our development and future growth. We cannot assure you that we will be successful
in attracting and retaining such personnel. Our failure to recruit additional key personnel could have a material adverse effect on our business,
financial condition and results of operations.

We may make future acquisitions, which involve numerous risks that could impact our business and results of operations.

Our operating strategy involves horizontally expanding our scope of products and services through selective acquisitions and the formation of
new business units that are then vertically integrated into our growing family of turnkey system providers. We have acquired, and intend to
selectively acquire, other businesses, product or service lines, assets or technologies that are complementary to our business. We may be unable
to find or consummate future acquisitions at acceptable prices and terms. We continually evaluate potential acquisition opportunities in the
ordinary course of business, including those that could be material in size and scope. Acquisitions involve numerous risks, including:

difficulties in integrating the acquired businesses, product or service lines, assets or technologies;

diverting management s attention from normal daily operations of the business;

entering markets in which we have no or limited direct prior experience and where competitors in such markets have stronger market
positions;

unanticipated costs and exposure to undisclosed or unforeseen liabilities;

potential loss of key employees and customers of the acquired businesses, product or service lines, assets or technologies;

our ability to properly establish and maintain effective internal controls over an acquired company; and

increasing demands on our operational and information technology systems.
Although we conduct what we believe to be a prudent level of investigation regarding the operating and financial condition of the businesses,
product or service lines, assets or technologies we purchase, an unavoidable level of risk remains regarding their actual operating and financial
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