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Unless otherwise indicated, references in this Annual Report on Form 10-K (this “Form 10-K”) to “Colfax,

113 99 ¢

we,” “our,” and “us” refer to Colfax Corporation and its subsidiaries.

the Company,”

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Some of the statements contained in this Form 10-K that are not historical facts are forward-looking statements within

the meaning of Section 21E of the Securities Exchange Act of 1934 (the “Exchange Act”). We intend such
forward-looking statements to be covered by the safe harbor provisions for forward-looking statements contained in
Section 21E of the Exchange Act. Readers are cautioned not to place undue reliance on these forward-looking

statements, which speak only as of the date this Form 10-K is filed with the Securities and Exchange Commission (the
“SEC”). All statements other than statements of historical fact are statements that could be deemed forward-looking
statements, including statements regarding: projections of revenue, profit margins, expenses, tax provisions and tax

rates, earnings or losses from operations, impact of foreign exchange rates, cash flows, pension and benefit obligations
and funding requirements, synergies or other financial items; plans, strategies and objectives of management for future
operations including statements relating to potential acquisitions, compensation plans or purchase commitments;
developments, performance or industry or market rankings relating to products or services; future economic

conditions or performance; the outcome of outstanding claims or legal proceedings including asbestos-related

liabilities and insurance coverage litigation; potential gains and recoveries of costs; assumptions underlying any of the
foregoing; and any other statements that address activities, events or developments that we intend, expect, project,

believe or anticipate will or may occur in the future. Forward-looking statements may be characterized by terminology
such as “believe,” “anticipate,” “should,” “would,” “intend,” “plan,” “will,” “expect,” “estimate,” “project,” “positioned,” “str
“aims,” “seeks,” “sees,” and similar expressions. These statements are based on assumptions and assessments made by our
management in light of their experience and perception of historical trends, current conditions, expected future
developments and other factors we believe to be appropriate. These forward-looking statements are subject to a

number of risks and uncertainties, including but not limited to the following:

9 ¢ LT3 LR T3

99 ¢

changes in the general economy, as well as the cyclical nature of the markets we serve;

a significant or sustained decline in commodity prices, including oil;

our ability to identify, finance, acquire and successfully integrate attractive acquisition targets;
our exposure to unanticipated liabilities resulting from acquisitions;

our ability and the ability of our customers to access required capital at a reasonable cost;

our ability to accurately estimate the cost of or realize savings from our restructuring programs;
the amount of and our ability to estimate our asbestos-related liabilities;

the solvency of our insurers and the likelihood of their payment for asbestos-related
costs;

material disruptions at any of our manufacturing facilities;

noncompliance with various laws and regulations associated with our international operations, including
anti-bribery laws, export control regulations and sanctions and embargoes;

risks associated with our international operations;
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risks associated with the representation of our employees by trade unions and work councils;

our exposure to product liability claims;

potential costs and liabilities associated with environmental, health and safety laws and regulations;
failure to maintain, protect and defend our intellectual property rights;

the loss of key members of our leadership team;
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restrictions in our principal credit facility that may limit our flexibility in operating our business;

tmpairment in the value of intangible assets;

the funding requirements or obligations of our defined benefit pension plans and other post-retirement benefit plans;
significant movements in foreign currency exchange rates;

availability and cost of raw materials, parts and components used in our products;

new regulations and customer preferences reflecting an increased focus on environmental, social and governance
issues, including new regulations related to the use of conflict minerals;

service interruptions, data corruption, cyber-based attacks or network security breaches affecting our information
technology infrastructure;

risks arising from changes in technology;

the competitive environment in our
industry;

changes in our tax rates or exposure to additional income tax liabilities, including the effects of the U.S. Tax Cuts and
Jobs Act;

our ability to manage and grow our business and execution of our business and growth strategies;

the level of capital investment and expenditures by our customers in our strategic markets;

our financial performance; and

other risks and factors, listed in Item 1A. “Risk Factors” in Part I of this Form 10-K.

Any such forward-looking statements are not guarantees of future performance and actual results, developments and
business decisions may differ materially from those envisaged by such forward-looking statements. These
forward-looking statements speak only as of the date this Form 10-K is filed with the SEC. We do not assume any
obligation and do not intend to update any forward-looking statement except as required by law. See Item 1A. “Risk

Factors” in Part I of this Form 10-K for a further discussion regarding some of the factors that may cause actual results
to differ materially from those that we anticipate.
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PART 1
Item 1. Business

General

Colfax Corporation (the “Company”, “Colfax”, “we” or “us”) is a leading diversified industrial technology company that
provides air and gas handling and fabrication technology products and services to customers around the world under

the Howden and ESAB brands. The Company has been built through a series of acquisitions, as well as organic

growth, since its founding in 1995. We seek to build an enduring premier global enterprise by applying the Colfax
Business System (“CBS”) to pursue growth in revenues and improvements in profit and cash flow.

Colfax began with a series of acquisitions in the fluid handling and mechanical power transmission sectors. In 2004,
we divested our mechanical power transmission operations to focus on fluid handling and, through the end of 2011,
made a series of strategic acquisitions in this sector.

On January 13, 2012, we closed the acquisition of Charter International plc (“Charter”), which transformed Colfax from
a fluid handling business into a diversified industrial enterprise with a broad global footprint. This acquisition

provided an additional growth platform in the fragmented fabrication technology sector, while broadening the scope

of our fluid handling platform to include air and gas handling products.

Following the acquisition of Charter, we completed 20 acquisitions to grow and strengthen our business. Four of those
acquisitions related to our fluid handling operations, which we sold in December 2017, as discussed below. During the
most recent three-year period, we completed four acquisitions in our Air and Gas Handling segment that expanded our
portfolio of gas compression products and enhanced our fan product offering with ventilation control software. We
also completed four acquisitions in our Fabrication Technology segment during the most recent three-year period that
broadened our product offering and technology content.

In December 2017, we completed the divestiture of our fluid handling business. This represents a strategic milestone

in the development of our portfolio and strengthens our balance sheet, providing more flexibility to execute our
strategic growth strategy. See Note 4, “Discontinued Operations” in the accompanying Notes to Consolidated Financial
Statements in this Form 10-K for more information about this transaction. We plan to continue our acquisition

strategy in attractive markets that we believe will strengthen the core of our business and/or will broaden and diversify
our portfolio.

Integral to our operations is the Colfax Business System, or “CBS”. CBS is our business management system including
a comprehensive set of tools. It includes repeatable, teachable processes that we use to create superior value for our
customers, shareholders and associates. Rooted in our core values, it is our culture. We believe that our management
team’s access to, and experience in, the application of the CBS methodology is one of our primary competitive
strengths.

Each year, Colfax associates in every business develop aggressive strategic and operating plans which are based on
the Voice of the Customer. In these plans, we are clear about our market realities, our threats, our risks, our
opportunities and most importantly, our vision. Our belief is that when we use the tools of CBS to drive the
implementation of these plans, we are able to uniquely provide customers with the world class quality, delivery, cost
and innovation they require. We believe that performance ultimately helps our customers and Colfax sustainably grow
and succeed.

Reportable Segments
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We report our operations through the Air and Gas Handling and Fabrication Technology segments. For certain
financial information, including Net sales and long-lived assets by geographic area, see Note 17, “Segment Information”
in the accompanying Notes to Consolidated Financial Statements in this Form 10-K.

Air and Gas Handling

Our Air and Gas Handling segment is a global supplier of a broad range of products, including heavy-duty centrifugal
and axial fans, rotary heat exchangers, and gas compressors, as well as certain related products, systems, and services,
which serves customers in the power generation, oil, gas and petrochemical, mining, wastewater, and general
industrial and other end markets. Our air and gas handling products are principally marketed under the Howden brand
name, and are manufactured and engineered

4
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in facilities located in Asia, Europe, North and South America, Australia and Africa. The products and services are
generally sold directly as well as through independent representatives and distributors.

Fabrication Technology

We formulate, develop, manufacture and supply consumable products and equipment for use in the cutting, joining

and automated welding of steels, aluminum and other metals and metal alloys. For the year ended December 31, 2017,
welding consumables represented approximately 42% of our total Net sales. Our fabrication technology products are
marketed under several brand names, most notably ESAB, which we believe is well known in the international

welding industry. ESAB’s comprehensive range of welding consumables includes electrodes, cored and solid wires
and fluxes using a wide range of specialty and other materials, and cutting consumables includes electrodes, nozzles,
shields and tips. ESAB’s fabrication technology equipment ranges from portable welding machines to large customized
automated cutting and welding systems. Products are sold into a wide range of end markets, including infrastructure,
wind power, marine, pipelines, mobile/off-highway equipment, oil, gas, and mining. Our sales channels include both
independent distributors and direct salespeople, depending on geography and end market.

The following discussions of Industry and Competition, International Operations, Research and Development,
Intellectual Property, Raw Materials and Backlog, Seasonality, Working Capital, Associates and Company
Information and Access to SEC Reports include information that is common to both of our reportable segments,
unless indicated otherwise.

Industry and Competition

Our products and services are marketed worldwide. The markets served by our Air and Gas Handling segment are
fragmented and competitive. Because we compete in selected niches of these markets and due to the diversity of our
products and services, no single company competes directly with us across all our markets. We encounter a wide
variety of competitors that differ by product line, including well-established regional competitors, competitors with
greater specialization in particular markets, as well as larger competitors. The markets that our Fabrication
Technology segment competes in are also served by Lincoln Electric and the welding business within Illinois Tool
Works, Inc.

Our customer base is broadly diversified across many sectors of the economy, and we believe customers place a
premium on quality, reliability, availability, design and application engineering support. We believe the principal
elements of competition in our served markets are the technical ability to meet customer specifications, product
quality and reliability, brand names, price, application expertise and engineering capabilities, timely delivery and
strong aftermarket support. Our management believes that we are a leading competitor in each of our markets.

International Operations

Our products and services are available worldwide. We believe this geographic diversity allows us to draw on the
skills of a global workforce, provides stability to our operations, allows us to drive economies of scale, provides
revenue streams that may offset economic trends in individual economies and offers an opportunity to access new
markets for products. In addition, we believe that our exposure to developing economies will provide additional
opportunities for growth in the future. Our principal markets outside the U.S. are in Europe, Asia, the Middle East and
South America. For the year ended December 31, 2017, approximately 78% of our Net sales were shipped to locations
outside of the U.S., with approximately 51.2% shipped to locations in emerging markets.

Our international operations subject us to certain risks. See Item 1A. “Risk Factors—Risks Related to Our Business—The
majority of our sales are derived from international operations. We are subject to specific risks associated with
international operations.”
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Research and Development

Our research and development activities vary by operating segment, focusing on innovation; developing new
products, software and services; creating new applications for existing products; lowering the cost of manufacturing
our existing products; and, redesigning existing product lines to increase efficiency and enhance performance.

Research and development expense was $42.9 million, $39.3 million and $38.0 million in 2017, 2016 and 2015,
respectively. These amounts do not include development and application engineering costs incurred in conjunction
with fulfilling customer orders and executing customer projects. We expect to continue making significant
expenditures for research and development to

5
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maintain and improve our competitive position.
Intellectual Property

We rely on a combination of intellectual property rights, including patents, trademarks, copyrights, trade secrets and
contractual provisions to protect our intellectual property. Although we highlight recent additions to our patent
portfolio as part of our marketing efforts, we do not consider any one patent or trademark or any group thereof
essential to our business as a whole or to any of our business operations. We also rely on proprietary product
knowledge and manufacturing processes in our operations.

Raw Materials and Backlog

We obtain raw materials, component parts and supplies from a variety of global sources, generally each from more
than one supplier. Our principal raw materials and components are metals, castings, motors, seals and bearings. We
believe that our sources of raw materials are adequate for our needs for the foreseeable future and the loss of any one
supplier would not have a material adverse effect on our business or results of operations.

Manufacturing turnaround time for our Air and Gas Handling operating segment is generally sufficiently short to
allow us to manufacture to order for most of our products, which helps to limit inventory levels. Backlog is primarily
a function of requested customer delivery dates and generally ranges from several days to less than 12 months;
although some orders may be delivered beyond 12 months. Backlog of air and gas handling orders as of December 31,
2017 was $0.9 billion, compared with $0.8 billion as of December 31, 2016. A substantial majority of the air and gas
handling order backlog as of December 31, 2017 is expected to be filled within the current fiscal year.

Seasonality

As our air and gas handling customers seek to fully utilize capital spending budgets before the end of the year,
historically our shipments have peaked during the fourth quarter. Also, our European operations typically experience a
slowdown during the July, August and December vacation seasons. General economic conditions may, however,
impact future seasonal variations.

Working Capital

We maintain an adequate level of working capital to support our business needs. There are no unusual industry
practices or requirements related to working capital items.

Associates

As of December 31, 2017, we employed approximately 14,300 persons, of whom approximately 2,500 were employed
in the United States and approximately 11,800 were employed outside of the United States.

Approximately 2% of associates are covered by collective bargaining agreements with U.S. trade unions. In addition,
approximately 41% of our associates are represented by foreign trade unions and work councils in Europe, Asia,
Central and South America, Canada, Africa and Australia, which subjects us to arrangements very similar to collective
bargaining agreements. We have not experienced any work stoppages or strikes that have had a material adverse
impact on operations. We consider our relations with our associates to be good.

Company Information and Access to SEC Reports

11
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We were organized as a Delaware corporation in 1998. Our principal executive offices are located at 420 National
Business Parkway, 5th Floor, Annapolis Junction, MD 20701, and our main telephone number at that address is (301)
323-9000. Our corporate website address is www.colfaxcorp.com.

We make available, free of charge through our website, our annual and quarterly reports on Form 10-K and Form
10-Q (including related filings in XBRL format), current reports on Form 8-K and any amendments to those reports as
soon as practicable after filing or furnishing the material to the SEC. You may also request a copy of these filings, at
no cost, by writing or telephoning us at: Investor Relations, Colfax Corporation, 420 National Business Parkway, 5th
Floor, Annapolis Junction, MD 20701, telephone (301) 323-9000. Information contained on our website is not
incorporated by reference in this report.

6
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Item 1A. Risk Factors

An investment in our Common stock involves a high degree of risk. You should carefully consider the risks and
uncertainties described below, together with the information included elsewhere in this Form 10-K and other
documents we file with the SEC. The risks and uncertainties described below are those that we have identified as
material, but may not be the only risks to which Colfax might be exposed. Additional risks and uncertainties, which
are currently unknown to us or that we do not currently consider to be material, may materially affect the business of
Colfax and could have material adverse effects on our business, financial condition and results of operations. If any of
the following risks were to occur, our business, financial condition and results of operations could be materially
adversely affected, the value of our Common stock could decline and investors could lose all or part of the value of
their investment in Colfax shares. Our business is also subject to general risks and uncertainties that affect many other
companies, such as overall U.S. and non-U.S. economic and industry conditions, a global economic slowdown,
geopolitical events, changes in laws or accounting rules, fluctuations in interest rates, terrorism, international conflicts,
natural disasters or other disruptions of expected economic or business conditions. We operate in a continually
changing business environment, and new risk factors emerge from time to time which we cannot predict. Additional
risks and uncertainties not currently known to us or that we currently believe are immaterial also may impair our
business, including our results of operations, liquidity and financial condition.

Risks Related to Our Business

Changes in the general economy and the cyclical nature of the markets that we serve could negatively impact the
demand for our products and services and harm our operations and financial performance.

Colfax’s financial performance depends, in large part, on conditions in the markets we serve and on the general
condition of the global economy, which impacts these markets. Any sustained weakness in demand for our products
and services resulting from a downturn of or uncertainty in the global economy could reduce our sales and
profitability.

In addition, we believe that many of our customers and suppliers are reliant on liquidity from global credit markets
and, in some cases, require external financing to purchase products or finance operations. If our customers lack
liquidity or are unable to access the credit markets, it may impact customer demand for our products and services and
we may not be able to collect amounts owed to us.

Further, our products are sold in many industries, some of which are cyclical and may experience periodic downturns.
Cyclical weakness in the industries that we serve could lead to reduced demand for our products and affect our
profitability and financial performance.

The occurrence of any of the foregoing could have a material adverse effect on our business, financial condition and
results of operations.

A continued significant or sustained decline in the levels of new capital investment and maintenance expenditures by
certain of our customers could reduce the demand for our products and services and harm our operations and financial
performance.

Demand for our products and services depends significantly on the level of new capital investment and planned
maintenance expenditures by certain of our customers. The level of new capital expenditures by our customers is
dependent upon many factors, including general economic conditions, availability of credit, economic conditions and
investment activities within their respective industries and expectations of future market behavior. In addition,
volatility in commodity prices can negatively affect the level of these new activities and can result in postponement of
capital spending decisions or the delay or cancellation of existing orders. For example, conditions in the oil and gas

13



Edgar Filing: Colfax CORP - Form 10-K

industry are highly cyclical and subject to factors beyond our control. We believe demand for our products and
services by many of our customers, particularly those within the oil, gas and petrochemical end market, to be
primarily profit-driven, and historically these customers have tended to delay large capital projects, including
expensive maintenance and upgrades, when the markets in which they participate experience volatility, reduced
returns, or general levels of low activity. A reduction in demand for our products and services could result in the delay
or cancellation of existing orders or lead to excess manufacturing capacity, which unfavorably impacts our absorption
of fixed manufacturing costs. This reduced demand could have a material adverse effect on our business, financial
condition and results of operations.

Acquisitions have formed a significant part of our growth strategy in the past and are expected to continue to do so. If
we are unable to identify suitable acquisition candidates or successfully integrate the businesses we acquire, our

growth strategy may not succeed.

7
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We intend to seek acquisition opportunities both to expand into new markets and to enhance our position in our
existing markets. However, our ability to do so will depend on a number of steps, including our ability to:
obtain debt or equity financing that we may need to complete proposed acquisitions;

tdentify suitable acquisition candidates;

enegotiate appropriate acquisition terms;

scomplete the proposed acquisitions; and

eintegrate the acquired business into our existing operations.

If we fail to achieve any of these steps, our growth strategy may not be successful. In particular, a decline in our stock
price has and may continue to make debt or equity financing more challenging to obtain. This may inhibit our ability
to acquire new businesses in the future.

Acquisitions involve numerous risks, including risks related to integration, and we may not realize the anticipated
benefits of our acquisitions.

Acquisitions involve numerous risks, including difficulties in the assimilation of the operations, systems, controls,
technologies, personnel, services and products of the acquired company, the potential loss of key employees,
customers and distributors of the acquired company and the diversion of our management’s attention from other
business concerns. This is the case particularly in the fiscal quarters immediately following the completion of an
acquisition because the operations of the acquired business are integrated into the acquiring business’ operations during
this period. We may not accurately anticipate all of the changing demands that any future acquisition may impose on
our management, our operational and management information systems and our financial systems. The failure to
successfully integrate acquired businesses in a timely manner, or at all, could have an adverse effect on our business,
financial condition and results of operations.

In addition, the anticipated benefits of an acquisition may not be realized fully or at all, or may take longer to realize
than we expect. Actual operating, technological, strategic and sales synergies, if achieved at all, may be less
significant than we expect or may take longer to achieve than anticipated. If we are not able to realize the anticipated
benefits and synergies expected from our acquisitions within a reasonable time, our business, financial condition and
results of operations may be adversely affected.

Acquisitions may result in significant integration costs, and unanticipated integration expense may harm our business,
financial condition and results of operations.

Integration efforts associated with our acquisitions may require significant capital and operating expense. Such
expenses may include information technology integration fees, legal compliance costs, facility closure costs and other
restructuring expenses. Significant unanticipated expenses associated with integration activities may harm our
business, financial condition and results of operations.

Our acquisitions may expose us to significant unanticipated liabilities and could adversely affect our business,
financial condition and results of operations.

We may underestimate or fail to discover liabilities relating to acquisitions during our due diligence investigations,
and we, as the successor owner of an acquired company, might be responsible for those liabilities. Such liabilities
could include employment, retirement or severance-related obligations under applicable law or other benefits
arrangements, legal claims, tax liabilities, warranty or similar liabilities to customers, product liabilities and personal
injury claims, claims related to infringement of third party intellectual property rights, environmental liabilities and
claims by or amounts owed to vendors or other third parties. The indemnification and warranty provisions in our
acquisition agreements may not fully protect us from the impact of undiscovered liabilities. Indemnities or warranties

15



Edgar Filing: Colfax CORP - Form 10-K

are often limited in scope, amount or duration, and may not fully cover the liabilities for which they were intended.
The liabilities that are not covered by the limited indemnities or warranties could have a material adverse effect on our

business, financial condition and results of operations.
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We may require additional capital to finance our operating needs and to finance our growth. If the terms on which the
additional capital is available are unsatisfactory, if the additional capital is not available at all or if we are not able to
fully access credit under our credit agreement, we may not be able to pursue our growth strategy.

Our growth strategy will require additional capital investment to complete acquisitions, integrate the completed
acquisitions into our existing operations and expand into new markets.

We intend to pay for future acquisitions using cash, capital stock, notes, assumption of indebtedness or any
combination of the foregoing. To the extent that we do not generate sufficient cash internally to provide the capital we
require to fund our growth strategy and future operations, we will require additional debt or equity financing. This
additional financing may not be available or, if available, may not be on terms acceptable to us. Further, high volatility
in the capital markets and in our stock price may make it difficult for us to access the capital markets at attractive
prices, if at all. If we are unable to obtain sufficient additional capital in the future, it may limit our ability to fully
implement our growth strategy. Even if future debt financing is available, it may result in (i) increased interest
expense, (ii) increased term loan payments, (iii) increased leverage and (iv) decreased income available to fund further
acquisitions and expansion. It may also limit our ability to withstand competitive pressures and make us more
vulnerable to economic downturns. If future equity financing is available, issuances of our equity securities may
significantly dilute our existing stockholders.

In addition, our credit facility agreement includes restrictive covenants which could limit our financial flexibility. See
“Our Credit Agreement contains restrictions that may limit our flexibility in operating our business.” below.

Our restructuring activities may subject us to additional uncertainty in our operating results.

We have implemented, and plan to continue to implement, restructuring programs designed to facilitate key strategic
initiatives and maintain long-term sustainable growth, such as the sale of our Fluid Handling business. As such, we
have incurred and expect to continue to incur expense relating to restructuring activities. We may not achieve or
sustain the anticipated benefits of these programs. Further, restructuring efforts are inherently risky, and we may not
be able to predict the cost and timing of such actions accurately or properly estimate their impact. We also may not be
able to realize the anticipated savings we expect from restructuring activities.

Available insurance coverage, the number of future asbestos-related claims and the average settlement value of current
and future asbestos-related claims of certain subsidiaries could be different than we have estimated, which could
materially and adversely affect our business, financial condition and results of operations.

Certain subsidiaries are each one of many defendants in a large number of lawsuits that claim personal injury as a
result of exposure to asbestos from products manufactured with components that are alleged to have contained
asbestos. Such components were acquired from third-party suppliers and were not manufactured by any of our
subsidiaries nor were the subsidiaries producers or direct suppliers of asbestos. Additionally, pursuant the purchase
agreement related to the sale of our Fluid Handling business, we will retain the asbestos-related contingencies and
insurance coverage related to the business, even though we will not retain an interest in the ongoing operations of the
Fluid Handling business. For the purposes of our financial statements, we have estimated the future claims exposure
and the amount of insurance available based upon certain assumptions with respect to future claims and liability costs.
We estimate the liability costs to be incurred in resolving pending and forecasted claims for the next 15-year period.

Our decision to use a 15-year period is based on our belief that this is the extent of our ability to forecast liability
costs. We also estimate the amount of insurance proceeds available for such claims based on the current financial
strength of the various insurers, our estimate of the likelihood of payment and applicable current law. We reevaluate
these estimates regularly. Although we believe our current estimates are reasonable, a change in the time period used
for forecasting our liability costs, the actual number of future claims brought against us, the cost of resolving these
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claims, the likelihood of payment by, and the solvency of, insurers and the amount of remaining insurance available
could be substantially different than our estimates, and future revaluation of our liabilities and insurance recoverables
could result in material adjustments to these estimates, any of which could materially and adversely affect our
business, financial condition and results of operations. In addition, we incur defense costs related to those claims, a
portion of which has historically been reimbursed by our insurers. We also incur litigation costs in connection with
actions against certain of the subsidiaries’ insurers relating to insurance coverage. While these costs may be significant,
we may not be able to predict the amount or duration of such costs. Additionally, we may experience delays in
receiving reimbursement from insurers, during which time we may be required to pay cash for settlement or legal
defense costs. Any increase in the actual number of future claims brought against us, the defense costs of resolving
these claims, the cost of pursuing claims against our insurers,

9
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the likelihood and timing of payment by, and the solvency of, insurers and the amount of remaining insurance
available, could materially and adversely affect our business, financial condition and results of operations.

A material disruption at any of our manufacturing facilities could adversely affect our ability to generate sales and
meet customer demand.

If operations at any of our manufacturing facilities were to be disrupted as a result of a significant equipment failure,
natural disaster, power outage, fire, explosion, terrorism, cyber-based attack, adverse weather conditions, labor
disputes or other reason, our financial performance could be adversely affected as a result of our inability to meet
customer demand for our products. Interruptions in production could increase our costs and reduce our sales. Any
interruption in production capability could require us to make substantial capital expenditures to remedy the situation,
which could negatively affect our profitability and financial condition. Any recovery under our property damage and
business interruption insurance policies may not offset the lost sales or increased costs that may be experienced during
the disruption of operations, which could adversely affect our business, financial condition and results of operations.

Failure to comply with the U.S. Foreign Corrupt Practices Act, the U.K. Bribery Act or other applicable anti-bribery
laws could have an adverse effect on our business.

The U.S. Foreign Corrupt Practices Act, the U.K. Bribery Act and similar anti-bribery laws in other jurisdictions
generally prohibit companies and their intermediaries from making improper payments for the purpose of obtaining or
retaining business. Recent years have seen a substantial increase in anti-bribery law enforcement activity with more
frequent and aggressive investigations and enforcement proceedings by both the Department of Justice and the U.S.
Securities and Exchange Commission, increased enforcement activity by non-U.S. regulators and increases in criminal
and civil proceedings brought against companies and individuals. Our policies mandate compliance with all
anti-bribery laws. However, we operate in certain countries that are recognized as having governmental and
commercial corruption. Our internal control policies and procedures may not always protect us from reckless or
criminal acts committed by our employees or third-party intermediaries. Violations of these anti-bribery laws may
result in criminal or civil sanctions, which could have a material adverse effect on our business, financial condition
and results of operations. Furthermore, in the event that we believe or have reason to believe that our employees or
agents have or may have violated applicable laws, including anti-corruption laws, we may be required to investigate or
have outside counsel investigate the relevant facts and circumstances, which can be expensive and require significant
time and attention from senior management.

We have done and may continue to do business in countries subject to U.S. sanctions and embargoes, and we may
have limited managerial oversight over those activities. Failure to comply with various sanction and embargo laws
may result in enforcement or other regulatory actions.

Certain of our independent foreign subsidiaries have conducted and may continue to conduct business in countries
subject to U.S. sanctions and embargoes or may engage in business dealings with parties whose property or property
interests may be blocked under non-country-specific U.S. sanctions programs, and we have limited managerial
oversight over those activities. Failure to comply properly with various sanction and embargo laws to which we and
our operations may be subject may result in enforcement or other regulatory actions. Specifically, from time to time,
certain of our independent foreign subsidiaries sell products to companies and entities located in, or controlled by the
governments of, certain countries that are or have previously been subject to sanctions and embargoes imposed by the
U.S. government, United Nations or other countries where we maintain operations. With the exception of the U.S.
sanctions against Cuba, and Iran to some extent, the applicable sanctions and embargoes generally do not prohibit our
foreign subsidiaries from selling non-U.S.-origin products and services to countries that are or have previously been
subject to sanctions and embargoes. However, our U.S. personnel, each of our domestic subsidiaries, as well as our
employees of foreign subsidiaries who are U.S. citizens, are prohibited from participating in, approving or otherwise
facilitating any aspect of the business activities in those countries or with persons prohibited under U.S. sanctions.
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These constraints impose compliance cost and risk on our operations and may negatively affect the financial or
operating performance of such business activities.

Our efforts to comply with U.S. and other applicable sanction and embargo laws may not be effective, and as a
consequence we may face enforcement or other actions if our compliance efforts are not or are perceived as not being
wholly effective. Actual or alleged violations of these laws could lead to substantial fines or other sanctions which
could result in substantial costs. In addition, Syria, Sudan and Iran and certain other sanctioned countries currently are
identified by the U.S. State Department as state sponsors of terrorism, and have been subject to restrictive sanctions.
Because certain of our independent foreign subsidiaries have contact with and transact limited business in certain U.S.
sanctioned countries, including sales to enterprises controlled by agencies of the governments of such countries, our
reputation may suffer due to our association with these countries, which may

10
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have a material adverse effect on the price of our shares and our business, financial condition and results of
operations. In addition, certain U.S. states and municipalities have enacted legislation regarding investments by
pension funds and other retirement systems in companies that have business activities or contacts with countries that
have been identified as state sponsors of terrorism and similar legislation may be pending in other states. As a result,
pension funds and other retirement systems may be subject to reporting requirements with respect to investments in
companies such as Colfax or may be subject to limits or prohibitions with respect to those investments that may have
a material adverse effect on the price of our shares and our business, financial condition and results of operations.

If we fail to comply with export control regulations, we could be subject to substantial fines or other sanctions.

Some of our products manufactured or assembled in the U.S. are subject to the U.S. Export Administration
Regulations, administered by the U.S. Department of Commerce, Bureau of Industry and Security, which require that
an export license is obtained before such products can be exported to certain countries. Additionally, some of our
products are subject to the International Traffic in Arms Regulations, which restrict the export of certain military or
intelligence-related items, technologies and services to non-U.S. persons. Failure to comply with these laws could
harm our business by subjecting us to sanctions by the U.S. government, including substantial monetary penalties,
denial of export privileges and debarment from U.S. government contracts. The occurrence of any of the foregoing
could have a material and adverse effect on our business, financial condition and results of operations.

The majority of our sales are derived from international operations. We are subject to specific risks associated with
international operations.

In the year ended December 31, 2017, we derived approximately 76% of our sales from operations outside of the U.S.
and we have principal manufacturing facilities in 28 non-U.S. countries, and for 2018 we expect a majority of our
sales to be from operations outside of the U.S. notwithstanding the sale of our Fluid Handling business. Sales from
international operations, export sales and the use of manufacturing facilities outside of the U.S. by us are subject to
risks inherent in doing business outside the U.S. These risks include:

economic or political instability;

partial or total expropriation of international assets;

{imitations on ownership or participation in local enterprises;

trade protection measures by the U.S. or other nations, including tariffs or import-export restrictions, and other
changes in trade relations;

eurrency exchange rate fluctuations and restrictions on currency repatriation;

{abor and employment laws that may be more restrictive than in the U.S.;

significant adverse changes in taxation policies or other laws or regulations;

changes in laws and regulations or in how such provisions are interpreted or administered;

difficulties in enforcing our rights outside the U.S.;

difficulties in hiring and maintaining qualified staff and managing geographically diverse operations;

.the disruption of operations from natural disasters, labor or political disturbances, terrorist activities, insurrection or
war; and

uncertainties arising from local business practices and cultural considerations.

If any of these risks were to materialize, they may have a material adverse effect on our business, financial condition
and results of operations.

If our associates represented by trade unions or works councils engage in a strike, work stoppage or other slowdown
or if the representation committees responsible for negotiating with such trade unions or works councils are
unsuccessful in negotiating new and acceptable agreements when the existing agreements with associates covered by
collective bargaining expire, we could experience business disruptions or increased costs.
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As of December 31, 2017, approximately 43% of our associates were represented by a number of different trade
unions and works councils, and for 2018, as a result of the sale of our Fluid Handling business, we expect a similar
percentage of associates to be represented by trade unions or work councils. Further, as of that date, we had
approximately 14,300 associates, representing

11
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83% of our worldwide associate base, in foreign locations. In Canada, Australia and various countries in Europe, Asia,
and Central and South America, by law, certain of our associates are represented by a number of different trade unions
and works councils, which subject us to employment arrangements very similar to collective bargaining agreements.
Further, the laws of certain foreign countries may place restrictions on our ability to take certain employee-related
actions or require that we conduct additional negotiations with trade unions, works councils or other governmental
authorities before we can take such actions.

If our associates represented by trade unions or works councils were to engage in a strike, work stoppage or other
slowdown in the future, we could experience a significant disruption of our operations. Such disruption could interfere
with our business operations and could lead to decreased productivity, increased labor costs and lost revenue. The
representation committees that negotiate with the foreign trade unions or works councils on our behalf may not be
successful in negotiating new collective bargaining agreements or other employment arrangements when the current
ones expire. Furthermore, future labor negotiations could result in significant increases in our labor costs. The
occurrence of any of the foregoing could have a material adverse effect on our business, financial condition and
results of operations.

Our manufacturing business is subject to the possibility of product liability lawsuits, which could harm our business.

As the manufacturer of equipment for use in industrial markets, we face an inherent risk of exposure to product
liability claims. Our products may not be free from defects. In addition, some of our products contain components
manufactured by third parties, which may also have defects. Our product liability insurance policies have limits that
may not be sufficient to cover claims made. In addition, this insurance may not continue to be available at a
reasonable cost. With respect to components manufactured by third-party suppliers, the contractual indemnification
that we seek from our third-party suppliers may be limited and thus insufficient to cover claims made against us. If
insurance coverage or contractual indemnification is insufficient to satisfy product liability claims made against us,
the claims could have an adverse effect on our business and financial condition. Even claims without merit could harm
our reputation, reduce demand for our products, cause us to incur substantial legal costs and distract the attention of
our management. The occurrence of any of the foregoing could have a material and adverse effect on our business,
financial condition and results of operations.

As manufacturers, we are subject to a variety of environmental and health and safety laws for which compliance, or
liabilities that arise as a result of noncompliance, could be costly.

Our businesses are subject to international, federal, state and local environmental and safety laws and regulations,
including laws and regulations governing emissions of: regulated air pollutants; discharges of wastewater and storm
water; storage and handling of raw materials; generation, storage, transportation and disposal of regulated wastes; and
laws and regulations governing worker safety. These requirements impose on our businesses certain responsibilities,
including the obligation to obtain and maintain various environmental permits. If we were to fail to comply with these
requirements or fail to obtain or maintain a required permit, we could be subject to penalties and be required to
undertake corrective action measures to achieve compliance. In addition, if our noncompliance with such regulations
were to result in a release of hazardous materials into the environment, such as soil or groundwater, we could be
required to remediate such contamination, which could be costly. Moreover, noncompliance could subject us to
private claims for property damage or personal injury based on exposure to hazardous materials or unsafe working
conditions. In addition, changes in applicable requirements or stricter interpretation of existing requirements may
result in costly compliance requirements or otherwise subject us to future liabilities. The occurrence of any of the
foregoing could have a material adverse effect on our business, financial condition and results of operations.

As the present or former owner or operator of real property, or generator of waste, we could become subject to
liability for environmental contamination, regardless of whether we caused such contamination.
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Under various federal, state and local laws, regulations and ordinances, and, in some instances, international laws,
relating to the protection of the environment, a current or former owner or operator of real property may be liable for
the cost to remove or remediate contamination on, under, or released from such property and for any damage to
natural resources resulting from such contamination. Similarly, a generator of waste can be held responsible for
contamination resulting from the treatment or disposal of such waste at any off-site location (such as a landfill),
regardless of whether the generator arranged for the treatment or disposal of the waste in compliance with applicable
laws. Costs associated with liability for removal or remediation of contamination or damage to natural resources could
be substantial and liability under these laws may attach without regard to whether the responsible party knew of, or
was responsible for, the presence of the contaminants. In addition, the liability may be joint and several. Moreover, the
presence of contamination or the failure to remediate contamination at our properties, or properties for which we are
deemed responsible, may expose us to liability for property damage or personal injury, or materially adversely affect
our ability to sell our real property interests or to borrow using the real property as collateral. We could be subject to
environmental liabilities in the
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future as a result of historic or current operations that have resulted or will result in contamination. The occurrence of
any of the foregoing could have a material adverse effect on our business, financial condition and results of
operations.

Failure to maintain and protect our intellectual property rights or challenges to these rights by third parties may affect
our operations and financial performance.

The market for many of our products is, in part, dependent upon patent, trademark, copyright and trade secret laws,
agreements with employees, customers and other third parties to establish and maintain our intellectual property
rights, and the Goodwill engendered by our trademarks and trade names. The protection and enforcement of these
intellectual property rights is therefore material to a portion of our businesses. The failure to protect these rights may
have a material adverse effect on our business, financial condition and results of operations. Litigation may be
required to enforce our intellectual property rights, protect our trade secrets or determine the validity and scope of
proprietary rights of others. It may be particularly difficult to enforce our intellectual property rights in countries
where such rights are not highly developed or protected. Any action we take to protect or enforce our intellectual
property rights could be costly and could absorb significant management time and attention. As a result of any such
litigation, we could lose any proprietary rights we have.

In addition, third parties may claim that we or our customers are infringing upon their intellectual property rights.
Claims of intellectual property infringement may subject us to costly and time-consuming defense actions and, should
defenses not be successful, may result in the payment of damages, redesign of affected products, entry into settlement
or license agreements, or a temporary or permanent injunction prohibiting us from manufacturing, marketing or
selling certain of our products. It is also possible that others will independently develop technology that will compete
with our patented or unpatented technology. The occurrence of any of the foregoing could have a material and adverse
effect on our business, financial condition and results of operations.

The loss of key leadership could have a material adverse effect on our ability to run our business.

We may be adversely affected if we lose members of our senior leadership. We are highly dependent on our senior
leadership team as a result of their expertise in our industry and our business. The loss of key leadership or the
inability to attract, retain and motivate sufficient numbers of qualified management personnel could have a material
adverse effect on our business, financial condition and results of operations.

Our credit agreement contains restrictions that may limit our flexibility in operating our business.

The credit agreement entered into on June 5, 2015 by and among the Company, as the borrower, certain U.S.
subsidiaries of the Company identified therein, as guarantors, each of the lenders party thereto and Deutsche Bank AG
New York Branch, as administrative agent, swing line lender and global coordinator (the “DB Credit Agreement”),
contains various covenants that limit our ability to engage in specified types of transactions. These covenants limit our
ability to, among other things:

encur additional indebtedness;

make certain investments;

create liens on certain assets to secure debt; and

consolidate, merge, sell or otherwise dispose of all or substantially all our assets.

In addition, under the DB Credit Agreement, we are required to satisfy and maintain compliance with a total leverage
ratio and an interest coverage ratio. Limitations imposed by the DB Credit Agreement’s various covenants could have
a materially adverse effect on our business, financial condition and results of operations.

Any impairment in the value of our intangible assets, including Goodwill, would negatively affect our operating
results and total capitalization.
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Our Total assets reflect substantial intangible assets, primarily Goodwill. The Goodwill results from our acquisitions,
representing the excess of cost over the fair value of the net assets we have acquired. We assess at least annually
whether there has been impairment in the value of our indefinite-lived intangible assets. If future operating
performance at one or more of our business units were to fall significantly below current levels, if competing or
alternative technologies emerge, or if market conditions for an acquired business decline, we could incur, under
current applicable accounting rules, a non-cash charge to operating earnings for Goodwill impairment. Any
determination requiring the write-off of a significant portion of unamortized intangible assets would adversely affect
our business, financial condition, results of operations and total capitalization, the effect of which could be material.
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Our defined benefit pension plans and post-retirement medical and death benefit plans are or may become subject to
funding requirements or obligations that could adversely affect our business, financial condition and results of
operations.

We operate defined benefit pension plans and post-retirement medical and death benefit plans for our current and
former employees worldwide. Each plan’s funding position is affected by the investment performance of the plan’s
investments, changes in the fair value of the plan’s assets, the type of investments, the life expectancy of the plan’s
members, changes in the actuarial assumptions used to value the plan’s liabilities, changes in the rate of inflation and
interest rates, our financial position, as well as other changes in economic conditions. Furthermore, since a significant
proportion of the plans’ assets are invested in publicly traded debt and equity securities, they are, and will be, affected
by market risks. Any detrimental change in any of the above factors is likely to worsen the funding position of each of
the relevant plans, and this would likely require the plans’ sponsoring employers to increase the contributions currently
made to the plans to satisfy our obligations. Any requirement to increase the level of contributions currently made
could have a material adverse effect on our business, financial condition and results of operations.

Significant movements in foreign currency exchange rates may harm our financial results.

We are exposed to fluctuations in currency exchange rates. During the year ended December 31, 2017, approximately
76% of our sales were derived from operations outside the U.S., and for 2018 we expect a majority of our sales to be
outside of the U.S. notwithstanding the sale of our Fluid Handling business. A significant portion of our revenues and
income are denominated in foreign currencies. Large fluctuations in the rate of exchange between foreign currencies
and the U.S. dollar could have a material adverse effect on our business, financial condition and results of operations.
Changes in the currency exchange rates may impact the financial results positively or negatively in one period and not
another, which may make it difficult to compare our operating results from different periods.

We also face exchange risk from transactions with customers in countries outside the U.S. and from intercompany
transactions between affiliates. Although we use the U.S. dollar as our functional currency for reporting purposes, we
have manufacturing sites throughout the world and a substantial portion of our costs are incurred and sales are
generated in foreign currencies. Costs incurred and sales recorded by subsidiaries operating outside of the U.S. are
translated into U.S. dollars using exchange rates effective during the respective period. As a result, we are exposed to
movements in the exchange rates of various currencies against the U.S. dollar. Further, we may be subject to foreign
currency translation losses depending upon whether foreign nations devalue their currencies.

We have generally accepted the exposure to exchange rate movements in translation without using derivative financial
instruments to manage this risk. Both positive and negative movements in currency exchange rates against the U.S.
dollar will therefore continue to affect the reported amount of sales, profit, assets and liabilities in our Consolidated
Financial Statements.

We are dependent on the availability of raw materials, as well as parts and components used in our products.

While we manufacture many of the parts and components used in our products, we purchase a substantial amount of
raw materials, parts and components from suppliers. The availability and prices for raw materials, parts and
components may be subject to curtailment or change due to, among other things, suppliers’ allocations to other
purchasers, interruptions in production by suppliers, changes in exchange rates and prevailing price levels. Any
significant change in the supply of, or price for, these raw materials, parts or components could materially affect our
business, financial condition and results of operations. In addition, delays in delivery of raw materials, parts or
components by suppliers could cause delays in our delivery of products to our customers.

We are currently working to streamline our supplier base. However, this could exacerbate certain of the risks
described above. For example, as a result of maintaining relationships with fewer suppliers, we may become more
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dependent on such suppliers having adequate quantities of raw materials, parts or components that satisfy our
requirements at prices that we consider appropriate, and on the timely delivery of such raw materials, parts or
components to us. In addition, as a result of maintaining relationships with fewer suppliers, it may be more difficult
or impossible to obtain raw materials, parts or components from alternative sources when such components and raw
materials are not available from our regular suppliers.

New or changing regulations, and customer focus on environmental, social and governance responsibility, may
impose additional costs on us and expose us to new risks, including with respect to the sourcing of our products.

Regulators, stockholders and other interested constituencies have focused increasingly on the environmental, social
and governance practices of companies, which has resulted in new regulations that may impose costs on us and expose

us to new risks.
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We may be subject to additional regulations in the future arising from the increased focus on environmental, social
and governance responsibility. In addition, our customers may require us to implement environmental, social or
governance responsibility procedures or standards before they will continue to do business with us. The occurrence of
any of the foregoing could have a material adverse effect on the price of our shares and our business, financial
condition and results of operations.

In addition to the regulations noted above, our businesses are subject to extensive regulation by U.S. and non-U.S.
governmental and self-regulatory entities at the supranational, federal, state, local and other jurisdictional levels.
These regulations are continually changing, differ or conflict across jurisdictions, and have tended to become more
stringent over time. We, our representatives and the industries in which we operate may at times be under review
and/or investigation by regulatory authorities. Failure to comply (or any alleged or perceived failure to comply) with
relevant regulations could result in civil and criminal, monetary and non-monetary penalties, and any such failure or
alleged failure (or becoming subject to a regulatory enforcement investigation) could also cause damage to our
reputation, disrupt our business, limit our ability to manufacture, import, export and sell products and services, result
in loss of customers and disbarment from selling to certain federal agencies and cause us to incur significant legal and
investigatory fees. Compliance with these and other regulations may also affect our returns on investment, require us
to incur significant expenses or modify our business model or impair our flexibility in modifying product, marketing,
pricing or other strategies for growing our business.

Our information technology infrastructure could be subject to service interruptions, data corruption, cyber-based
attacks or network security breaches, which could result in the disruption of operations or the loss of data
confidentiality.

We rely on information technology networks and systems, including the Internet and third party service providers, to
process, transmit and store electronic information, and to manage or support a variety of business processes and
activities, including procurement, manufacturing, distribution, invoicing, collection, communication with our
employees, customers, dealers and suppliers, business acquisitions and other corporate transactions, compliance with
regulatory, legal and tax requirements, and research and development. These information technology networks and
systems may be susceptible to damage, disruptions or shutdowns due to failures during the process of upgrading or
replacing software, databases or components, power outages, hardware failures or computer viruses. If these
information technology systems suffer severe damage, disruption or shutdown and business continuity plans do not
effectively resolve the issues in a timely manner, our business, financial condition, results of operations, and liquidity
could be materially adversely affected.

In addition, information technology security threats and sophisticated cyber-based attacks, including, but not limited
to, denial-of-service attacks, hacking, “phishing” attacks, computer viruses, ransomware, malware employee or insider
error, malfeasance, social engineering, or physical breaches, may cause deliberate or unintentional damage,
destruction or misuse, manipulation, denial of access to or disclosure of confidential or important information by our
employees, suppliers or third party service providers. Additionally, advanced persistent attempts to gain unauthorized
access to our systems and those of third party service providers we rely on are increasing in sophistication and
frequency. We have experienced, and expect to continue to confront attempts from hackers and other third parties to
gain unauthorized access to our information technology systems and networks. Although these attacks to date have not
had a material impact on us, we could in the future experience attacks that could have a material adverse effect on our
business, financial condition, results of operations or liquidity. We can provide no assurance that our efforts to
actively manage technology risks potentially affecting our systems and networks will be successful in eliminating or
mitigating risks to our systems, networks and data or in effectively resolving such risks when they materialize. A
failure of or breach in information technology security of our own systems, or those of our third-party vendors, could
expose us and our employees, customers, dealers and suppliers to risks of misuse of information or systems, the
compromise of confidential information, manipulation and destruction of data, defective products, production
downtimes and operations disruptions. Any of these events in turn could adversely affect our reputation, competitive
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position, including loss of customers and revenue, business, results of operations and liquidity. In addition, such
breaches in security could result in litigation, regulatory action and potential liability, as well as the costs and
operational consequences of implementing further data protection measures.

To conduct our operations, we regularly move data across national borders, and consequently we are subject to a
variety of continuously evolving and developing laws and regulations in the United States and abroad regarding
privacy, data protection and data security. The scope of the laws that may be applicable to us is often uncertain and
may be conflicting, particularly with respect to foreign laws. For example, the European Union’s General Data
Protection Regulation (“GDPR”), which greatly increases the jurisdictional reach of European Union law and adds a
broad array of requirements for handling personal data, including the public disclosure of significant data breaches,
becomes effective in May 2018. Other countries have enacted or are enacting data localization laws that require data
to stay within their borders. All of these evolving compliance and operational requirements impose significant costs
that are likely to increase over time.
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We may be subject to risks arising from changes in technology.

The supply chains in which we operate are subject to technological changes and changes in customer requirements.
We may not successfully develop or implement new or modified types of products or technologies that may be
required by our customers in the future. Further, the development of new technologies by competitors that may
compete with our technologies could reduce demand for our products and affect our financial performance. Should we
not be able to maintain or enhance the competitive values of our products or develop and introduce new products or
technologies successfully, or if new products or technologies fail to generate sufficient revenues to offset research and
development costs, our business, financial condition and operating results could be materially adversely affected.

The markets we serve are highly competitive and some of our competitors may have superior resources. If we are
unable to respond successfully to this competition, this could reduce our sales and operating margins.

We sell most of our products in highly fragmented and competitive markets. We believe that the principal elements of
competition in our markets are:

the ability to meet customer specifications;

application expertise and design and engineering capabilities;

product quality and brand name;

timeliness of delivery;

price; and

quality of aftermarket sales and support.

In order to maintain and enhance our competitive position, we intend to continue investing in manufacturing quality,
marketing, customer service and support, distribution networks, and research and development. We may not have
sufficient resources to continue to make these investments and we may not be able to maintain our competitive
position. Our competitors may develop products that are superior to our products, develop methods of more efficiently
and effectively providing products and services, or adapt more quickly than us to new technologies or evolving
customer requirements. Some of our competitors may have greater financial, marketing and research and development
resources than we have. As a result, those competitors may be better able to withstand the effects of periodic
economic downturns. In addition, pricing pressures could cause us to lower the prices of some of our products to stay
competitive. We may not be able to compete successfully with our existing competitors or with new competitors. If
we fail to compete successfully, the failure may have a material adverse effect on our business, financial condition and
results of operations.

Changes in our tax rates or exposure to additional income tax liabilities could adversely affect our financial results.

Our future effective income tax rates could be unfavorably affected by various factors including, among others,
changes in the tax rates, rules and regulations in jurisdictions in which we generate income. For example, compliance
with the 2017 U.S. Tax Cut and Jobs Act (“Tax Act”) may require the collection of information not regularly produced
within our Company, the use of provisional estimates in our financial statements, and the exercise of significant
judgment in accounting for its provisions. Many aspects of the Tax Act are unclear and may not be clarified for some
time. As regulations and guidance evolve with respect to the Tax Act, and as we gather more information and perform
more analysis, our results may differ from previous estimates and may materially affect our financial position.

In addition, foreign countries may consider changes to existing tax laws, in response to the Tax Act or otherwise,
including allowing existing provisions to expire, that could significantly impact the treatment of income earned
outside the U.S. An increase in our effective tax rate could have a material adverse effect on our after-tax results of
operations.
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On December 22, 2017, the Tax Act was signed into law making significant changes to the Internal Revenue Code

which included how the U.S. imposes income tax on multinational corporations. Key changes in the Tax Act which

are relevant to the Company and generally effective January 1, 2018 include a flat corporate income tax rate of 21

percent to replace the marginal rates that range from 15 percent to 35 percent, elimination of the corporate alternative
minimum tax, the creation of a territorial tax system, a one-time tax on accumulated foreign subsidiary earnings
(“Transition Tax”) to transition to the territorial system, a “minimum tax” on certain foreign earnings above an enumerated
rate of return, a new base erosion anti-abuse tax that subjects
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certain payments made by a U.S. company to its foreign subsidiary to additional taxes, and an incentive for U.S.
companies to sell, lease or license goods and services outside the U.S. by taxing the income at a reduced effective rate.
The Tax Act also imposes limits on executive compensation and interest expense deductions, while permitting the
immediate expensing for the cost of new investments in certain property acquired after September 27, 2017.

The financial accounting literature requires registrants to account for the Tax Act in the period of enactment. The SEC
issued Staff Accounting Bulletin No. 118 (“SAB 118”), which allows registrants to include a provisional amount to
account for the implications of the Tax Act. Accordingly, of significance, the Company included a provisional
estimate of approximately $52 million for the Transition Tax, payable over 8 years. Generally, the foreign earnings
subject to the Transition Tax can be distributed without additional U.S. tax; however, if distributed, the amount could
be subject to foreign taxes and U.S. state and local taxes. The Company continues to evaluate the implications of the
Tax Act including actions we may take to address our business objectives. Therefore, the Company continues to
maintain its indefinite reinvestment of foreign earnings assertion. The Company also included a provisional tax
benefit estimate of approximately $55 million for the re-measurement of its U.S. deferred tax assets and liabilities to
21 percent.

The Tax Act introduces significant complexity, notably in the computation of the Transition Tax including
interpretation of law, and the information required to perform the computations is significant. As additional regulatory
guidance is issued by the applicable taxing authorities, as accounting treatment is clarified, and as we perform
additional analysis on the application of the law, we will adjust our provisional estimates in the period completed,
which could materially affect our tax obligations and effective tax rate.

In addition, the amount of income taxes we pay is subject to ongoing audits by U.S. federal, state and local tax
authorities and by non-U.S. tax authorities. If these audits result in assessments different from amounts recorded, our
future financial results may include unfavorable tax adjustments.

Risks and Other Considerations Related to our Common Stock

The issuances of additional Common and Preferred stock or the resale of previously restricted Common stock may
adversely affect the market price of Colfax Common stock.

Pursuant to certain registration rights agreements we have entered with Mitchell P. Rales, Steven M. Rales, BDT CF
Acquisition Vehicle, LLC, and Markel Corporation (collectively, the “Investors”), the Investors and their permitted
transferees have registration rights for the resale of certain shares of Colfax Common stock. These registration rights
would facilitate the resale of such securities into the public market, and any such resale would increase the number of
shares of Colfax Common stock available for public trading. Sales by the Investors or their permitted transferees of a
substantial number of shares of Colfax Common stock in the public market, or the perception that such sales might
occur, could have a material adverse effect on the price of Colfax Common stock.

Additionally, under our Amended and Restated Certificate of Incorporation, there are additional authorized shares of
Colfax Common stock. Furthermore, we may issue a significant number of additional shares, in connection with
acquisitions or otherwise. We also may issue a significant number of additional shares, either into the marketplace
through an existing shelf registration statement or through other mechanisms. Additional shares issued would have a
dilutive effect on our earnings per share.

Provisions in our governing documents and Delaware law, and the percentage of Common stock owned by our largest
stockholders, may delay or prevent an acquisition of Colfax that may be beneficial to our stockholders.

Our Amended and Restated Certificate of Incorporation, Amended and Restated Bylaws, and Delaware law contain
provisions that may make it difficult for a third party to acquire us without the consent of our Board of Directors.
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These include provisions prohibiting stockholders from taking action by written consent, prohibiting special meetings
of stockholders called by stockholders, prohibiting stockholder nominations and approvals without complying with
specific advance notice requirements, and mandating certain procedural steps for stockholders who wish to introduce
business or nominate a director candidate. In addition, our Board of Directors has the right to issue Preferred stock
without stockholder approval, which our Board of Directors could use to affect a rights plan or “poison pill” that could
dilute the stock ownership of a potential hostile acquirer and may have the effect of delaying, discouraging or
preventing an acquisition of Colfax. Delaware law also imposes some restrictions on mergers and other business
combinations between Colfax and any holder of 15% or more of its outstanding voting stock.
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In addition, the percentage of Colfax Common stock owned Mitchell P. Rales, Steven M. Rales, and BDT Capital
Partners, LLC and its affiliates could discourage a third party from proposing a change of control or other strategic
transaction concerning Colfax.

Item 1B. Unresolved Staff Comments

None.

Item 2. Properties

Our corporate headquarters are located in Annapolis Junction, Maryland in a facility that we lease. As of

December 31, 2017, our Air and Gas Handling reportable segment had 7 principal production facilities in the U.S.
representing approximately 0.7 million and 0.1 million square feet of owned and leased space, and 28 principal
production facilities in 17 different countries in Asia, Europe, the Americas, Australia and South Africa, representing
a total of 2.6 million and 0.3 million square feet of owned and leased space, respectively. Additionally, as of
December 31, 2017, our Fabrication Technology segment had a total of 6 production facilities in the U.S.,
representing a total of 0.6 million and 0.9 million square feet of owned and leased space, and 33 production facilities
outside the U.S., representing a total of 6.9 million and 2.4 million square feet of owned and leased space,
respectively, in 16 countries in Australia, Central and Eastern Europe, Central and South America and Asia.

Item 3. Legal Proceedings

Discussion of legal matters is incorporated by reference to Part II, Item 8, Note 16, “Commitments and Contingencies,”
in the Notes to the Consolidated Financial Statements.

Item 4. Mine Safety Disclosures

None.
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EXECUTIVE OFFICERS OF THE REGISTRANT

Set forth below are the names, ages, positions and experience of our executive officers. All of our executive officers
hold office at the pleasure of our Board of Directors.

Name Age Position
Matthew L. Trerotola 50 President and Chief Executive Officer and Director, Colfax Corporation
Christopher M. Hix 55 Senior Vice President, Finance, Chief Financial Officer and Treasurer

Daniel A. Pryor 49 Executive Vice President, Strategy and Business Development

Ian Brander 56 Chief Executive Officer, Howden

Shyam Kambeyanda 47 Senior Vice President, President and CEO of ESAB

Lynn Clark 60 Senior Vice President, Global Human Resources

A. Lynne Puckett 55 Senior Vice President, General Counsel and Secretary

Jason MacLean 48 Senior Vice President, Colfax Business System and Supply Chain Strategy

Matthew L. Trerotola has been President and Chief Executive Officer since July 2015. Prior to joining Colfax, Mr.
Trerotola was an Executive Vice President and a member of DuPont’s Office of the Chief Executive, responsible for
DuPont’s Electronics & Communications and Safety & Protection segments. Mr. Trerotola also had corporate
responsibility for DuPont’s Asia-Pacific business. Many of Mr. Trerotola’s roles at DuPont involved applying
innovation to improve margins and accelerate organic growth in global businesses. Prior to rejoining DuPont in 2013,
Mr. Trerotola had served in leadership roles at Danaher Corporation since 2007, and was most recently Vice President
and Group Executive for Life Sciences. Previously, Mr. Trerotola was Group Executive for Product Identification
from 2009 to 2012, and President of the Videojet business from 2007 to 2009. While at McKinsey & Company from
1995 to 1999, Mr. Trerotola focused primarily on helping industrial companies accelerate growth. Mr. Trerotola
earned his Masters of Business Administration (“M.B.A.”) from Harvard Business School and his Bachelor of Science
(“B.S”) in Chemical Engineering from the University of Virginia.

Christopher M. Hix has been Senior Vice President, Finance, Chief Financial Officer and Treasurer since July 2016.
Prior to joining Colfax, Mr. Hix was the Chief Financial Officer of OM Group, Inc., a global, publicly-listed
diversified industrial company. Mr. Hix served within OM Group from 2012 until the company’s acquisition in late
2015. Previously, Mr. Hix was the Chief Financial Officer of Robbins & Myers, a diversified industrial company from
2006 to 2011. Prior to that, Mr. Hix spent 13 years in a variety of positions with increasing responsibility in operating,
financial and strategic roles within Roper Industries, a global, diversified industrial and technology company that
underwent rapid growth and transition from private to public ownership during his tenure. Mr. Hix earned his M.B.A.
from St. Mary’s College of California and his B.S. in Business Administration from the University of Southern
California.

Daniel A. Pryor has been the Executive Vice President, Strategy and Business Development since July 2013. Mr.
Pryor was Senior Vice President, Strategy and Business Development from January 2011 through July 2013. Prior to
joining Colfax, he was a Partner and Managing Director with The Carlyle Group, a global alternative asset manager,
where he focused on industrial leveraged buyouts and led numerous portfolio company and follow-on acquisitions.
While at The Carlyle Group, he served on the boards of portfolio companies Veyance Technologies, Inc., John
Maneely Co., and HD Supply Inc. Prior to The Carlyle Group, he spent 11 years at Danaher Corporation in roles of
increasing responsibility, most recently as Vice President - Strategic Development. Mr. Pryor earned his M.B.A. from
Harvard Business School and his Bachelor of Arts in Economics from Williams College.

Ian Brander has been the Chief Executive Officer of Howden since August 1, 2011. Prior to becoming Chief
Executive Officer of Howden, he served as Operations Director beginning in 2008. His experience includes over 20
years at Howden in various roles in technical, project, commercial and general management positions associated with
a wide range of products. He holds a Mechanical Engineering degree from the University of Strathclyde.
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Shyam Kambeyanda has been the Senior Vice President, President and Chief Executive Officer of ESAB since May
2016. Prior to joining Colfax, Mr. Kambeyanda most recently served as the President Americas for Eaton
Corporation's Hydraulics Group. Mr. Kambeyanda joined Eaton in 1995 and has held a variety of positions of
increasing responsibility in engineering, quality, ecommerce, product strategy, and operations management in the
U.S., Mexico, Europe and Asia. Mr. Kambeyanda maintains a keen international perspective on driving growth and
business development in emerging markets. Mr. Kambeyanda holds bachelor's degrees in Physics and General
Science from Coe College in Iowa and in Electrical Engineering from Iowa State University. Mr. Kambeyanda also
earned his M.B.A from Kellogg School of Management at Northwestern University and is a Six Sigma Green Belt.

Lynn Clark has been the Senior Vice President, Global Human Resources since January 2013. Prior to joining Colfax,
she served as senior vice president, global human resources for Mead Johnson Nutrition. Ms. Clark held roles of
increasing responsibility in human resources at Bristol-Myers Squibb from 2001 to 2009, and prior to this, with
Lucent Technologies and Allied Signal Corporation. Prior to her experience in human resources, she worked for 15
years in sales and marketing. Ms. Clark has a B.S in Education and a Master of Science in College Student Personnel
from Bowling Green University in Ohio.

A. Lynne Puckett has been the Senior Vice President, General Counsel and Secretary since September 2010. Prior to
joining Colfax, she was a Partner with the law firm of Hogan Lovells US LLP from 1999 to 2010. Her experience
includes a broad range of corporate and transactional matters, including mergers and acquisitions, venture capital
financings, debt and equity offerings and general corporate and securities law matters. Before entering the practice of
law, Ms. Puckett worked for the U.S. Central Intelligence Agency and a major U.S. defense contractor. Ms. Puckett
holds a J.D. from the University of Maryland School of Law and a B.S. degree from James Madison University.

Jason MacLean has been the Senior Vice President, Colfax Business System and Supply Chain Strategy since October
2017. Prior to joining Colfax, he was the Vice President of Advance Analytics at Cummins, Inc. Mr. MacLean was
with Cummins since 2006 and served in multiple senior supply chain roles including the Vice President of Supply
Chain & Manufacturing for all of Cummins. Mr. MacLean has a combination of supply chain, lean manufacturing and
strategic experience. His experience includes applying advanced analytics, digital technologies, and automation to
complement and multiply the impact from driving lean across a range of supply chains. He is a Six Sigma Green Belt.
Mr. MacLean holds a bachelor's degree in English from the University of Pennsylvania and earned both an M.B.A. in
Finance and a Masters in International Studies from the Wharton School of Business and the Lauder Institute,
University of Pennsylvania.
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PART II
Item 5. Market for the Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities

Our Common stock began trading on the New York Stock Exchange under the symbol CFX on May 8, 2008. As of
February 7, 2018, there were 34,337 holders of record of our Common stock. The high and low sales prices per share
of our Common stock, as reported on the New York Stock Exchange, for the fiscal periods presented are as follows:

Year Ended

2017 2016

High Low High Low
First Quarter ~ $41.99 $35.31 $30.18 $18.22
Second Quarter $41.96 $36.60 $33.63 $24.62
Third Quarter  $42.93 $37.26 $31.66 $25.19
Fourth Quarter $43.29 $33.31 $39.84 $28.47

We have not paid any dividends on our Common stock since inception, and we do not anticipate the declaration or
payment of dividends at any time in the foreseeable future.

Performance Graph

The graph below compares the cumulative total stockholder return on our Common stock with the cumulative total
return of the Standard & Poor’s (“S&P”’) 400 Industrial Index and the S&P Industrial Machinery Index. The graph
assumes that $100 was invested on December 31, 2011 in each of our Common stock, the S&P 400 Industrial Index
and the S&P Industrial Machinery Index, and that all dividends were reinvested. Note that we have elected to add the
S&P 400 Industrial Index this year because this index is used in relative total shareholder return performance share
units that we have granted to employees.
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Issuer Repurchase of Equity Securities

On October 11, 2015, the Company’s Board of Directors authorized the repurchase of up to $100.0 million of the
Company’s Common stock from time-to-time on the open market or in privately negotiated transactions, which were to
be retired upon repurchase. The timing and amount of shares repurchased was determined by management based on its
evaluation of market conditions and other factors. The repurchase program was conducted pursuant to SEC Rule
10b-18.

Under the repurchase program, the Company repurchased 1,000,000 shares of its Common stock in open market
transactions for $20.8 million in 2016. In 2015, the Company repurchased 986,279 shares of its Common stock under
the program in open market transactions for $27.4 million. The repurchase program expired as of December 31, 2016.

On February 12, 2018, the Company’s Board of Directors authorized the repurchase of up to $100.0 million of the
Company’s Common stock from time-to-time on the open market or in privately negotiated transactions. The timing
and amount of shares repurchased is to be determined by management based on its evaluation of market conditions
and other factors. The repurchase program has no expiration date and does not obligate the Company to acquire any
specific number of shares. No shares have been repurchased to date.
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Item 6. Selected Financial Data

Statement of Income Data:

Net sales

Operating income

Specific costs included in Operating income:
Restructuring and other related charges
Goodwill and intangible asset impairment
Pension settlement loss (gain)

Dividends on preferred stock

Preferred stock conversion inducement payment
Net (loss) income from continuing operations
Net (loss) income per share from continuing
operations - diluted

Net income (loss) per share from discontinued
operations - diluted

Balance Sheet and Other Data:

Cash and cash equivalents

Total assets

Total debt, including current portion

Net cash provided by operating activities

Year Ended and As of December 31,

2017

2016®

2015@

(In thousands, except per share data)

$3,300,184 $3,185,753 $3,434,352

29,151

68,351
152,700
46,933

(54,540
(0.59

1.81

262,019
6,709,697
1,061,071
218,770

236,800

58,496
238
48

) 154,752
) 1.12

(0.08

208,814
6,338,440
1,292,144
246,974

265,620

56,822
1,486
(582

176,950
1.26

) 0.08

178,993
6,732,919
1,417,547
303,813

2014@

20136

$3,971,059 $3,543,890

377,428

51,133
190
2,348
19,565
400,381

2.86

0.16

281,066
7,211,517
1,536,810
385,758

318,494

31,861

(592 )
20,396

160,606
1.06

0.48

275,793
6,593,679
1,479,586
362,169

In 2017, we divested our Fluid Handling business for total consideration of $864.9 million. We reported a gain of

) $308.4 million which is included in Income (loss) from discontinued operations, net of taxes in the Consolidated
Statements of Income. Refer to Note 4, “Discontinued Operations” in the accompanying Notes to Consolidated
Financial Statements in this Form 10-K for additional information.

(2 During 2016, we repurchased approximately $21 million of our Common stock. See Note 12, “Equity” in the
accompanying Notes to Consolidated Financial Statements in this Form 10-K for additional information.

3) In 2015, we repurchased approximately $27 million of our Common stock. See Note 12, “Equity” in the
accompanying Notes to Consolidated Financial Statements in this Form 10-K for additional information.
During 2014, we completed the acquisition of Victor Technologies Holdings, Inc. which enabled us to reassess the
realizability of certain deferred tax assets on expected U.S. future income, resulting in a non-cash income tax

) benefit of $145.4 million. In February 2014, we entered into a Conversion Agreement with BDT CF Acquisition
Vehicle, LLC (the “BDT Investor”) pursuant to which the BDT Investor exercised its option to convert its shares of
Series A Perpetual Convertible Preferred Stock into shares of our Common stock plus cash.
During 2013, we completed three acquisitions in our Air and Gas Handling segment. In February 2013 and

) November 2013, we refinanced our Debt resulting in an approximately $30 million write-off of deferred financing

fees and original issue discount.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Management’s Discussion and Analysis of Financial Condition and Results of Operations (“MD&A”) is designed to
provide a reader of our financial statements with a narrative from the perspective of Company’s management. This
MD&A is divided into four main sections:

*Overview

*Results of Operations
*Liquidity and Capital Resources
*Critical Accounting Policies

The following MD&A should be read together with Item 6. “Selected Financial Data”, Part I, Item 1A. “Risk Factors” and
the accompanying Consolidated Financial Statements and Notes to Consolidated Financial Statements included in this
Form 10-K. The MD&A includes forward-looking statements. For a discussion of important factors that could cause
actual results to differ materially from the results referred to in these forward-looking statements, see “Special Note
Regarding Forward-Looking Statements.”

Overview

Please see Part I, Item 1. “Business” for a discussion of Colfax’s objectives and methodologies for delivering shareholder
value and the sale of Colfax’s Fluid Handling business.

On September 24, 2017, we entered into a definitive purchase agreement (the “Purchase Agreement”) with CIRCOR
International, Inc., a Delaware corporation (“CIRCOR” or the “Buyer”), pursuant to which CIRCOR agreed to purchase
certain subsidiaries and assets comprising our Fluid Handling business (‘“Fluid Handling”).

On December 11, 2017 (the “Closing”), we completed the divestiture of Fluid Handling. Total consideration was $864.9
million, consisting of $555.3 million of cash, 3.3 million shares of CIRCOR common stock (the “CIRCOR Shares”),
and assumption of $168.0 million of net retirement liabilities. $65.0 million of the cash consideration is expected to be
collected during 2018 and is included in Other current assets in the accompanying Consolidated Balance Sheets as of
December 31, 2017. The CIRCOR Shares we received represent 16.6% of CIRCOR’s issued and outstanding shares on
the Closing date. The purchase price is subject to certain adjustments pursuant to the Purchase Agreement. See Note 4,
“Discontinued Operations” for further information.

The accounting requirements for reporting the sale of Fluid Handling as a discontinued operation were met during
the third quarter of 2017. Accordingly, the results of operations for the Fluid Handling segment have been excluded
from the discussion of our results of operations for all periods presented.

Prior to the sale of the Fluid Handling business, the Company conducted its operations through three operating
segments: Air and Gas Handling, Fluid Handling and Fabrication Technology. The Air and Gas Handling and Fluid
Handling operating segments were aggregated into a single reportable segment. Subsequent to the sale, the Company
now conducts its continuing operations through the Air and Gas Handling and Fabrication Technology segments,
which also represent the Company’s reportable segments.

Air and Gas Handling - a global supplier of industrial centrifugal and axial fans, rotary heat exchangers, gas
compressors, ventilation control systems and software, and aftermarket services; and

Fabrication Technology - a global supplier of consumable products and equipment for use in the cutting, joining and
automated welding of steels, aluminum and other metals and metal alloys
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Certain amounts not allocated to the two reportable segments and intersegment eliminations are reported under the
heading “Corporate and other.”

We have a global geographic footprint, with production facilities in Europe, North America, South America, Asia,
Australia and Africa. Through our reportable segments, we serve a global customer base across multiple markets
through a combination of direct sales and third-party distribution channels. Our customer base is highly diversified
and includes commercial, industrial and government customers.
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Integral to our operations is CBS. CBS is our business management system, including a comprehensive set of tools. It
includes repeatable, teachable processes that we use to create superior value for our customers, shareholders and
associates. Rooted in our core values, it is our culture. We believe that our management team’s access to, and
experience in, the application of the CBS methodology is one of our primary competitive strengths.

Outlook

We believe that we are well positioned to grow our businesses organically over the long term by enhancing our
product offerings and expanding our customer base. Our business mix is expected to be well balanced between long-
and short-cycle businesses, sales in emerging markets and developed nations and fore- and aftermarket products and
services. Given this balance, management does not use indices other than general economic trends and business
initiatives to predict the overall outlook for the Company. Instead, the individual businesses monitor key competitors
and customers, including to the extent possible their sales, to gauge relative performance and outlook for the future.

We face a number of challenges and opportunities, including the successful integration of new acquisitions,
application and expansion of our CBS tools to improve margins and working capital management, and rationalization
of assets and costs.

We expect strategic acquisitions to contribute to our growth. We believe that the extensive experience of our
leadership team in acquiring and effectively integrating acquisition targets should enable us to capitalize on future
opportunities.

Results of Operations

The following discussion of Results of Operations addresses the comparison of the periods presented. The Company’s
management evaluates the operating results of each of its reportable segments based upon Net sales and Segment
operating income (loss), which represents Operating income before Goodwill and intangible asset impairment charge,
Pension settlement loss and Restructuring and other related charges.

Items Affecting Comparability of Reported Results

Our financial performance and growth are driven by many factors, principally our ability to serve global markets,
fluctuations in the relationship of foreign currencies to the U.S. dollar, general economic market conditions, the global
economy and capital spending levels, the availability of capital, our estimates concerning asbestos litigation expense
and liabilities and availability of insurance thereto, the impact of restructuring initiatives, our ability to pass cost
increases on to customers through pricing, the impact of sales mix, our ability to continue to grow through
acquisitions, and other factors. These key factors have impacted our results of operations in the past and are likely to
affect them in the future.

Global Operations

Our products and services are available worldwide. The manner in which our products and services are sold differs by
region. During 2017, approximately 78% of our sales were shipped to locations outside of the U.S. Accordingly, we
are affected by levels of industrial activity and economic and political factors in countries throughout the world. Our
ability to grow and our financial performance will be affected by our ability to address a variety of challenges and
opportunities that are a consequence of our global operations, including efficiently utilizing our global sales,
manufacturing and distribution capabilities, participating in the expansion of market opportunities in emerging
markets, successfully completing global strategic acquisitions and engineering innovative new product applications
for end users in a variety of geographic markets. However, we believe that our geographic, end market, customer and
product diversification may limit the impact that any one country or economy could have on our consolidated results.
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Foreign Currency Fluctuations

A significant portion of our Net sales, approximately 76% for 2017, is derived from operations outside the U.S., with
the majority of those sales denominated in currencies other than the U.S. dollar. Because much of our manufacturing
and employee costs are outside the U.S., a significant portion of our costs are also denominated in currencies other
than the U.S. dollar. Changes in foreign exchange rates can impact our results of operations and are quantified when
significant to our discussion. Changes in foreign exchange rates had an overall negligible impact on Net sales and
Income from continuing operations before income taxes for the year ended December 31, 2017. Changes in foreign
exchange rates since December 31, 2016 increased net assets by approximately 8%.
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During 2016, we determined that an other-than-temporary lack of exchangeability between the Venezuelan bolivar
and U.S. dollar, due to government controls, restricted our Venezuelan operations ability to pay dividends and satisfy
other obligations denominated in U.S. dollars. In addition, other government-imposed restrictions affecting labor,
production, and distribution prohibited the Company from controlling key operating decisions. These circumstances
have caused us to no longer meet the accounting criteria of control in order to continue consolidating our Venezuelan
operations. Therefore, we deconsolidated the financial statements of our Venezuelan operations as of September 30,
2016. As a result of the deconsolidation, we recorded a charge of $2.4 million, of which $0.5 million is included in
Selling, general and administrative expense and $1.9 million is included in Income (loss) from discontinued
operations, net of taxes, for the year ended December 31, 2016. Substantially all of this amount related to accumulated
foreign currency translation charges previously included in Accumulated other comprehensive loss. Due to loss of
control, we have applied the cost method of accounting for our Venezuelan operations beginning on September 30,
2016. Prior to, and at the date of deconsolidation, our Venezuelan operations represented less than 1% of our net
assets, revenues and operating income.

Economic Conditions

Demand for our products depends in part on the level of new capital investment and planned maintenance by our
customers. The level of capital expenditures depends, in turn, on general economic conditions as well as access to
capital at reasonable cost. Additionally, volatility in commodity prices, including oil, can negatively affect the level of
these activities and can result in postponement of capital spending decisions or the delay or cancellation of existing
orders. While demand can be cyclical, we believe that our diversified operations generally limit the impact of a
downturn in any one market on our consolidated results. During in the second half of 2017, declines in activity in the
oil, gas, and petrochemical and power generation end markets impacted our Air and Gas Handling segment. These
declines reduced the levels of capital invested and maintenance expenditures made by certain of our customers, which
in turn has reduced the demand for our products and services.

Seasonality

As our air and gas handling customers seek to fully utilize capital spending budgets before the end of the year,
historically our shipments have peaked during the fourth quarter. Also, our European operations typically experience a
slowdown during the July, August and December vacation seasons. General economic conditions may, however,
impact future seasonal variations.

Raw Material Costs

We believe our customers place a premium on quality, reliability, availability, design and application engineering
support. Our results may be sensitive to price movements in our raw materials. Our largest material purchases are for
components and raw materials including steel, iron, copper and aluminum. Historically, we have been generally
successful in passing raw material price increases on to our customers. While we seek to take actions to manage this
risk, future changes in component and raw material costs may adversely impact earnings.

Sales and Cost Mix

Our profit margins vary in relation to the relative mix of many factors, including the type of product, the location in
which the product is manufactured, the end market for which the product is designed, and the percentage of total
revenue represented by aftermarket sales and services, which tend to often have higher margins than foremarket

products and consumables.

The mix of sales was as follows for the periods presented:
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Year Ended

December 31,

2017 2016 2015
Foremarket and equipment 40% 40% 43 %
Aftermarket and consumables 60% 60% 57 %
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Strategic Acquisitions

We complement our organic growth plans with strategic acquisitions. Acquisitions can significantly affect our
reported results, and we report the change in our Net sales between periods both from existing and acquired
businesses. Orders and order backlog are presented only for the longer-cycle Air and Gas Handling segment, where
this information is relevant. The change in Net sales due to acquisitions for the periods presented in this filing
represents the incremental sales from acquired businesses.

Air and Gas Handling

During 2017, the Company completed two acquisitions in our Air and Gas Handling segment for total consideration,
net of cash received, of $219.6 million, subject to certain purchase price adjustments. This includes the acquisition of
Siemens Turbomachinery Equipment GmbH (STE) from Siemens AG in the fourth quarter for cash consideration of
$214.6 million. This acquisition broadened the segment’s range of compression solutions and expanded its product
offering into smaller steam turbines.

During 2015, the Company completed two acquisitions for an aggregate purchase price of approximately $196
million. The acquisitions expanded our portfolio of air and gas compression products and enhanced our fan product
offering with ventilation control software.

Fabrication Technology

During 2017, the Company completed three acquisitions for total consideration, net of cash, received of $128.3
million, subject to certain purchase price adjustments. These acquisitions broadened our product offering and

technology content.

During 2016, the Company deployed approximately $26 million to acquire a business that increased the segment’s
product and technology offerings.
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Total Company
Sales, Orders and Backlog
Net sales from continuing operations decreased from $3.4 billion in 2015 to $3.2 billion in 2016, and increased to $3.3

billion in 2017. The following table presents the components of changes in consolidated Net sales from continuing
operations and, for our Air and Gas Handling segment, orders and order backlog:

Air and Gas Handling
Backlog
Net Sales  Orders!)  at Period
End
$ % $ % $ %

(In millions)

As of and for the year ended December 31, 2015  $3,434.4 $1,304.7 $904.2
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