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PART I. FINANCIAL INFORMATION

ITEM 1.  FINANCIAL STATEMENTS
CIRCOR INTERNATIONAL, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands, except share and per share data)

(Unaudited)

 April 2, 2017  December 31, 2016

ASSETS    
CURRENT ASSETS:    

Cash and cash equivalents $ 65,656  $ 58,279
Trade accounts receivable, less allowance for doubtful accounts of $4,748 and $5,056, respectively 120,344  133,046
Inventories 147,915  149,584
Prepaid expenses and other current assets 33,543  29,557

Total Current Assets 367,458  370,466
PROPERTY, PLANT AND EQUIPMENT, NET 99,271  99,713
OTHER ASSETS:    

Goodwill 206,795  206,659
Intangibles, net 133,339  135,778
Other assets 8,090  8,140

TOTAL ASSETS $ 814,953  $ 820,756
LIABILITIES AND SHAREHOLDERS’ EQUITY    
CURRENT LIABILITIES:    

Accounts payable $ 51,398  $ 46,767
Accrued expenses and other current liabilities 54,679  50,707
Accrued compensation and benefits 16,457  20,249

Total Current Liabilities 122,534  117,723
LONG-TERM DEBT 243,000  251,200
DEFERRED INCOME TAXES 12,454  13,657
OTHER NON-CURRENT LIABILITIES 21,428  33,766
COMMITMENTS AND CONTINGENCIES (NOTE 10)    
SHAREHOLDERS’ EQUITY:    

Preferred stock, $0.01 par value; 1,000,000 shares authorized; no shares issued and outstanding —  —
Common stock, $0.01 par value; 29,000,000 shares authorized; 16,485,429 and 16,445,363 shares issued
and outstanding at April 2, 2017 and December 31, 2016, respectively 179  178
Additional paid-in capital 291,586  289,423
Retained earnings 269,109  265,543
Common treasury stock, at cost (1,372,488 shares at April 2, 2017 and December 31, 2016) (74,472)  (74,472)
Accumulated other comprehensive loss, net of tax (70,865)  (76,262)

Total Shareholders’ Equity 415,537  404,410
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY $ 814,953  $ 820,756

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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CIRCOR INTERNATIONAL, INC.
CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(in thousands, except per share data)
(Unaudited)

 

 Three Months Ended

 April 2, 2017  April 3, 2016

Net revenues $ 145,208  $ 150,798
Cost of revenues 98,575  105,565

     GROSS PROFIT 46,633  45,233
Selling, general and administrative expenses 40,089  37,799
Special and restructuring (recoveries) charges, net (810)  1,939

     OPERATING INCOME 7,354  5,495
Other expense (income):    

Interest expense, net 1,669  631
Other expense (income), net 225  (528)
     TOTAL OTHER EXPENSE, NET 1,894  103
INCOME BEFORE INCOME TAXES 5,460  5,392

Provision for income taxes 687  1,520
NET INCOME $ 4,773  $ 3,872

Earnings per common share:    
Basic $ 0.29  $ 0.24
Diluted $ 0.29  $ 0.23

Weighted average number of common shares outstanding:    
Basic 16,458  16,381
Diluted 16,691  16,481

Dividends declared per common share $ 0.0375  $ 0.0375

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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CIRCOR INTERNATIONAL, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(in thousands)
(Unaudited)

 

 Three Months Ended

 April 2, 2017  April 3, 2016

Net income $ 4,773  $ 3,872
Other comprehensive income, net of tax:    

Foreign currency translation adjustments 5,396  8,294
Other comprehensive income, net of tax 5,396  8,294
COMPREHENSIVE INCOME $ 10,169  $ 12,166

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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CIRCOR INTERNATIONAL, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)
(Unaudited)

 Three Months Ended

 
April 2, 

2017  
April 3, 

2016

OPERATING ACTIVITIES    
Net income $ 4,773  $ 3,872
Adjustments to reconcile net income to net cash provided by operating activities:    

Depreciation 3,798  3,263
Amortization 3,092  2,529
Bad debt recovery (54)  (848)
Loss on write down of inventory 548  2,525
Compensation expense of share-based plans 738  1,538
Tax effect of share-based plan compensation —  92
Change in fair value of contingent consideration (2,500)  —
(Gain) Loss on sale or write down of property, plant and equipment (110)  1,503

Changes in operating assets and liabilities, net of effects of acquisition:    
Trade accounts receivable 14,018  11,089
Inventories 2,030  8,486
Prepaid expenses and other assets (4,297)  (4,287)
Accounts payable, accrued expenses and other liabilities (5,841)  (22,108)

Net cash provided by operating activities 16,195  7,654
INVESTING ACTIVITIES    
Purchases of property, plant and equipment (3,001)  (4,021)
Proceeds from the sale of property, plant and equipment 190  87
Business acquisition, working capital adjustment 1,467  —
Net cash used in investing activities (1,344)  (3,934)
FINANCING ACTIVITIES    
Proceeds from long-term debt 34,900  35,139
Payments of long-term debt (43,100)  (27,871)
Dividends paid (624)  (625)
Proceeds from the exercise of stock options 295  111
Tax effect of share-based plan compensation —  (92)
Net cash (used in) provided by financing activities (8,529)  6,662
Effect of exchange rate changes on cash and cash equivalents 1,055  1,657
INCREASE IN CASH AND CASH EQUIVALENTS 7,377  12,039
Cash and cash equivalents at beginning of period 58,279  54,541
CASH AND CASH EQUIVALENTS AT END OF PERIOD $ 65,656  $ 66,580

    

Non-cash investing activities:    
Purchases of property and equipment included in accounts payable and accrued expenses $ 509  $ 986

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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CIRCOR INTERNATIONAL, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

(1) Basis of Presentation

The accompanying unaudited, condensed consolidated financial statements have been prepared according to the rules and regulations of the United States (the
"U.S.") Securities and Exchange Commission (“SEC”) and, in the opinion of management, reflect all adjustments necessary for a fair statement of the
consolidated balance sheets, consolidated statements of income, consolidated statements of comprehensive income and consolidated statements of cash flows
of CIRCOR International, Inc. (“CIRCOR”, the “Company”, “us”, “we” or “our”) for the periods presented. We prepare our interim financial information
using the same accounting principles we use for our annual audited consolidated financial statements. Certain information and note disclosures normally
included in the annual audited consolidated financial statements have been condensed or omitted in accordance with prescribed SEC rules. We believe that the
disclosures made in our condensed consolidated financial statements and the accompanying notes are adequate to make the information presented not
misleading.

The consolidated balance sheet at December 31, 2016 is as reported in our audited consolidated financial statements as of that date. Our accounting policies
are described in the notes to our December 31, 2016 consolidated financial statements, which were included in our Annual Report filed on Form 10-K for the
year ended December 31, 2016. We recommend that the financial statements included in our Quarterly Report on Form 10-Q be read in conjunction with the
consolidated financial statements and notes included in our Annual Report filed on Form 10-K for the year ended December 31, 2016.

We operate and report financial information using a 52-week fiscal year ending December 31. The data periods contained within our Quarterly Reports on
Form 10-Q reflect the results of operations for the 13-week, 26-week and 39-week periods which generally end on the Sunday nearest the calendar quarter-
end date. Operating results for the three months ended April 2, 2017 are not necessarily indicative of the results that may be expected for the year ending
December 31, 2017.

(2) Summary of Significant Accounting Policies

The significant accounting policies used in preparation of these condensed consolidated financial statements for the three months ended April 2, 2017 are
consistent with those discussed in Note 2 to the consolidated financial statements in our Annual Report on Form 10-K for the year ended December 31, 2016.

New Accounting Standards - Not yet Adopted

In March 2017, the Financial Accounting Standards Board ("FASB") issued Accounting Standard Update ("ASU") 2017-07, Compensation—Retirement
Benefits (Topic 715), which improves the consistency, transparency, and usefulness of the service cost and net benefit cost financial information components.
The amendments in this ASU amends presentation requirements of service cost and other components of net benefit cost in the income statement. In addition,
the ASU allows only the service cost component of net benefit cost to be eligible for capitalization. The amendments in this ASU are effective for public
business entities for annual periods beginning after December 15, 2017, including interim periods within those annual periods. We are currently evaluating the
requirements of ASU 2017-07 and have not yet determined its impact on our consolidated financial statements.

In November 2016, the FASB issued ASU 2016-18, Statement of Cash Flows (Topic 230): Restricted Cash, which amends the presentation for statement of
cash flows. The new guidance requires amounts generally included within the cash flow as restricted cash and restricted cash equivalents to be included with
cash and cash equivalents when reconciling the beginning-of-period and end-of-period total amounts shown on the statement of cash flows. The ASU is
effective for reporting periods beginning after December 15, 2017, and interim periods within those fiscal years. The adoption of the new accounting
guidance is not expected to have a material impact on our consolidated financial statements.

In October 2016, the FASB issued ASU 2016-16, Income Taxes: Intra-Entity Transfers of Assets Other than Inventory, which amends the accounting for
income taxes. The new guidance requires the recognition of the income tax consequences of an intra-entity asset transfer, other than transfers of inventory,
when the transfer occurs. For intra-entity transfers of inventory, the income tax effects will continue to be deferred until the inventory has been sold to a third
party. The ASU is effective for reporting periods beginning after December 15, 2017, with early adoption permitted. The new guidance is required to be
applied on a modified retrospective basis through a cumulative-effect adjustment directly to retained earnings as of the beginning of the period of adoption.
The adoption of the new accounting guidance is not expected to have a material impact on our consolidated financial statements.
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In August 2016, FASB issued ASU 2016-15, Classification of Certain Cash Receipts and Cash Payments. ASU 2016-15 reduces the existing diversity in
practice in how certain cash receipts and cash payments are presented and classified in the statement of cash flows under Topic 230, Statement of Cash Flows,
and other Topics. This ASU addresses eight specific cash flow issues with the objective of enhancing consistency in presentation and classification. The
amendments in this ASU are effective for fiscal years beginning after December 15, 2017, and interim periods within those fiscal years. Early adoption is
permitted, including adoption in an interim period. The adoption of the new accounting guidance is not expected to have a material impact on our
consolidated financial statements.

In March 2016, the FASB issued ASU 2016-02, Leases. ASU 2016-02 outlines a model for lessees by recognizing all lease-related assets and liabilities on the
balance sheet. The amendments in this ASU are effective for fiscal years beginning after December 15, 2018 and interim periods within those fiscal years.
Early application is permitted for all entities. ASU 2016-02 requires a modified retrospective approach for all leases existing at, or entered into after, the date
of initial application, with an option to elect to use certain transition relief. We are still evaluating the requirements of ASU 2016-02 to determine the impact it
will have on our consolidated financial statements but expect the standard to have a material impact on our assets and liabilities for the addition of right-of-
use assets with corresponding lease liabilities.

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers. ASU 2014-09 provides for a single comprehensive model to use in
accounting for revenue arising from contracts with customers and will replace most existing revenue recognition guidance in Generally Accepted Accounting
Principles ("GAAP") when it becomes effective. ASU 2014-09 is effective for fiscal years and interim periods within those years beginning after December
15, 2017. ASU 2014-09 allows for adoption either retrospectively to each prior reporting period presented or retrospectively with the cumulative effect of
initially applying the ASU recognized as an adjustment to the opening balance of retained earnings at the date of initial application. In March, April, May and
December 2016, the FASB issued additional updates to the new revenue standard relating to reporting revenue on a gross versus net basis, identifying
performance obligations and licensing arrangements, narrow-scope improvements and practical expedients, and technical corrections and improvements,
respectively.

We've established a cross-functional implementation team including representatives from general management, sales, legal, and finance. We are deploying a
detailed approach to analyze the impact of the standard on our contract portfolio by comparing our current accounting policies and practices to identify
potential differences that would result from applying the new standard. In addition, we will identify and implement appropriate changes to our business
processes, systems and controls to support recognition and disclosure under the new standard. Based on our current evaluation, we will adopt this new
standard on January 1, 2018 and are currently evaluating the adoption method. Our final adoption determination will depend on a number of factors, such as
the significance of the impact of the new standard on our financial results, system readiness, and our ability to accumulate and analyze the information
necessary to assess the impact on prior period financial statement.

New Accounting Standards - Adopted

In January 2017, the FASB issued ASU No. 2017-04, “Intangibles - Goodwill and Other (Topic 350): Simplifying the Test for Goodwill Impairment.”  This
ASU simplifies the subsequent measurement of goodwill and eliminates Step 2 from the goodwill impairment test. Per ASU No. 2017-04, the annual, or
interim, goodwill impairment test is performed by comparing the fair value of a reporting unit with its carrying amount, and an impairment charge should be
recognized for the amount by which the carrying amount exceeds the reporting unit’s fair value; however, the loss recognized should not exceed the total
amount of goodwill allocated to that reporting unit. In addition, income tax effects from any tax deductible goodwill on the carrying amount of the reporting
unit should be considered when measuring the goodwill impairment loss, if applicable. The amendments also eliminate the requirements for any reporting
unit with a zero or negative carrying amount to perform a qualitative assessment and, if it fails that qualitative test, to perform Step 2 of the goodwill
impairment test. An entity still has the option to perform the qualitative assessment for a reporting unit to determine if the quantitative impairment test is
necessary. The amendments are to be applied on a prospective basis. We elected to adopt this standard during the first quarter of fiscal 2017; the adoption did
not have a material effect on our condensed consolidated financial statements or related disclosures.

In March 2016, the FASB issued ASU 2016-09, Improvements to Employee Share-Based Payment Accounting. This update involves several aspects related
to accounting for share-based payment transactions, including the income tax consequences, classification of awards as either equity or liabilities, and
classification on the statement of cash flows. The amendments in this ASU are effective for the Company for all annual and interim periods beginning after
December 15, 2016. The update resulted in the following changes to our financial statements:

• The tax benefit or deficiency is classified and presented as a cash flow to/from operating activities. It was previously required to be presented as a
cash flow to/from financing activities on the consolidated statement of cash flows. As
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permitted in the standard, the Company has elected to adopt this reclassification on a prospective basis and therefore prior fiscal years for the
consolidated statement of cash flows have not been adjusted for this provision.

• In the diluted net earnings per share calculation, when applying the treasury stock method for shares that could be repurchased, the assumed
proceeds no longer include the amount of any excess tax benefit. This did not have a material impact on the Company's diluted net earnings per share
calculation.

• All employee share-based payment transactions require recognition of the tax effects resulting from the settlement of stock-based awards as income
tax expense or benefit in the income statement in the reporting period in which they occur. This did not have a material impact on the Company's
diluted net earnings per share calculation.

• We elected to account for forfeitures as they occur, rather than estimate expected forfeitures, which resulted in an immaterial increase in stock-based
compensation for the three months ended April 2, 2017, and a cumulative-effect adjustment to retained earnings during the current period of $0.6
million.

In July 2015, the FASB issued ASU 2015-11, Inventory which more closely aligns the measurement of inventory in Generally Accepted Accounting
Principles ("GAAP") with the measurement of inventory in International Financial Reporting Standards. The amendments in this update changes inventory
measurement from the lower of cost or market to lower of cost and net realizable value. Net realizable value is the estimated selling price in the ordinary
course of business, less reasonably predictable costs of completion, disposal, and transportation. ASU 2015-11 is effective for for the Company for all annual
and interim periods beginning after December 15, 2016 and is required to be be applied prospectively for all periods presented. This update did not have a
material impact on our consolidated financial statements.

(3) Inventories

Inventories consist of the following (in thousands):

 April 2, 2017  December 31, 2016

Raw materials $ 61,760  $ 54,359
Work in process 64,283  68,718
Finished goods 21,872  26,507
Total inventories $ 147,915  $ 149,584

(4) Business Acquisition

CFS Acquisition

On October 12, 2016, the Company entered into an Agreement and Plan of Merger (the “Merger Agreement”) by and among the Company, Downstream
Holding, LLC, a Delaware limited liability company which does business as Critical Flow Solutions (“Downstream” or “CFS”), Downstream Acquisition
LLC, a Delaware limited liability company and subsidiary of the Company, and Sun Downstream, LP, a Delaware limited partnership, to acquire all of the
outstanding units of Downstream.

The consideration payable by the Company pursuant to the terms of the Merger Agreement is $195.0 million, subject to (i) up to an additional $15.0 million
payable pursuant to an earn-out relating to achievement of specified business performance targets by the acquired business in the twelve month period ended
September 30, 2017, (ii) increase or decrease based on deviation, subject to certain limitations, from a working capital target, (iii) decrease for indebtedness
and certain transaction expenses of CFS, (iv) increase for the amount of CFS cash as of the closing, and (v) a potential increase for certain transaction related
tax benefits, net of certain adjustments, if and when realized by the Company. The total consideration paid at closing on October 13, 2016 was approximately
$198.0 million in cash, net of cash acquired and including amounts paid at closing for estimated adjustments for CFS working capital, the repayment of CFS
outstanding indebtedness and payment of certain transaction expenses. The Company funded the purchase price and payments at closing from borrowings
under the Company’s existing credit agreement.

The estimated undiscounted range of outcomes for the contingent consideration will be in the range of zero to $15.0 million. If the minimum target is met,
$7.5 million will be earned. The estimated fair value of the earn-out as of the acquisition date and as of December 31, 2016 was $12.2 million, based on a
Monte Carlo simulation model. The Monte Carlo model calculates the probability of satisfying the target conditions stipulated in the award. Based on actual
performance, the Company revised its forecasts during the three months ended April 2, 2017. Under the revised forecasts, the estimated fair value of the earn-
out as of April 2, 2017 was $9.7 million. The change in fair value of $2.5 million was recorded within
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special and restructuring (recoveries) charges, net as a gain during the the three months ended April 2, 2017. The Company will continue to assess the
probability that the targets will be met by September 30, 2017 and at what level, and any subsequent changes in the estimated fair value of the liability will be
reflected in earnings until the liability is fully settled.

During the first quarter of 2017, the Company received $1.5 million as settlement for working capital adjustments. This reduction of purchase price was
recorded as a reduction of goodwill.

The operating results of CFS have been included in our consolidated financial statements from the date of acquisition and reported within the Energy
segment. The results for the quarter ended April 2, 2017 include $22.5 million of net revenue, and $1.5 million of operating income including $1.2 million of
intangible amortization expense.

The purchase price allocation is based upon a preliminary valuation of assets and liabilities that was prepared with assistance from a third party valuation
specialist. The estimates and assumptions, including for the contingent consideration, are subject to change as we obtain additional information during the
measurement period (up to one year from the acquisition date). The purchase accounting is expected to be finalized in the third quarter of 2017. The assets
and liabilities pending finalization include the valuation of acquired intangible assets, certain operating liabilities, and the evaluation of deferred income taxes.
Differences between the preliminary and final valuation could have a material impact on our future results of operations and financial position.

The following table summarizes the preliminary fair value of the assets acquired and the liabilities assumed, at the date of acquisition:

(in thousands)  
Cash and cash equivalents $ 6,603
Accounts receivable 28,128
Unbilled receivable 10,786
Inventory 18,701
Prepaid and other current assets 4,380
Property, plant and equipment 21,090
Identifiable intangible assets 101,600
Accounts payable (11,655)
Accrued and other expenses (8,576)
Deferred revenue (3,997)
Deferred income taxes (42,660)
Total identifiable net assets $ 124,400
Goodwill 91,634

Total purchase price $ 216,034

The fair value of accounts receivable acquired approximates the contractual value of $28.1 million. The excess of purchase price paid over the fair value of
CFS' net assets was recorded to goodwill, which is primarily attributable to projected future profitable growth, market penetration, as well as an expanded
customer base for the Energy segment. Goodwill is not deductible for income tax purposes.
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The CFS acquisition resulted in the identification of the following identifiable intangible assets:

Intangible assets acquired (in
thousands)  

Weighted average amortization period (in years)

Customer relationship $ 49,600  14
Existing technology 25,800  10
Trade name 24,100  Indefinite
Aftermarket backlog 2,100  1
Total intangible assets $ 101,600   

The fair value of the intangible assets was based on variations of the income approach, which estimates fair value based on the present value of cash flows
that the assets are expected to generate. These approaches included the relief-from-royalty method, incremental cash flow method, multi-period excess
earnings method and direct cash flow method, depending on the intangible asset being valued. Customer relationships, aftermarket backlog, and existing
technology are amortized on a cash flow basis which reflects the economic benefit consumed. The trade name was assigned an indefinite life based on the
Company’s intention to keep the DeltaValve and TapcoEnpro names for an indefinite period of time. Refer to Note 5 for future expected amortization to be
recorded.

(5) Goodwill and Intangibles, net

The following table shows goodwill by segment as of April 2, 2017 (in thousands): 

 Energy  
Advanced Flow

Solutions  
Consolidated

Total

Goodwill as of December 31, 2016 $ 144,405  $ 62,254  $ 206,659
Business acquisition, working capital adjustments (1,467)  —  (1,467)
Currency translation adjustments 499  1,104  1,603
Goodwill as of April 2, 2017 $ 143,437  $ 63,358  $ 206,795

The table below presents gross intangible assets and the related accumulated amortization as of April 2, 2017 (in thousands):

 
Gross

Carrying
Amount  

Accumulated
Amortization

Patents $ 5,399  $ (5,392)
Non-amortized intangibles (primarily trademarks and trade names) 38,471  —
Customer relationships 100,488  (32,502)
Order backlog 7,065  (6,600)
Acquired technology 28,097  (2,335)
Other 5,129  (4,481)

Total $ 184,649  $ (51,310)
Net carrying value of intangible assets $ 133,339   

The table below presents estimated remaining amortization expense for intangible assets recorded as of April 2, 2017 (in thousands):

 
Remainder of

2017  2018  2019  2020  2021  After 2021

Estimated amortization expense $ 9,310  $ 10,837  $ 10,731  $ 9,401  $ 7,983  $ 46,606
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(6) Segment Information

The following table presents certain reportable segment information (in thousands):

 Three Months Ended

 April 2, 2017  April 3, 2016

Net revenues    
Energy 80,135  83,409
Advanced Flow Solutions 65,073  67,389

Consolidated net revenues $ 145,208  $ 150,798

    

Segment Income    
Energy - Segment Operating Income 6,864  9,296
Advanced Flow Solutions - Segment Operating Income 7,711  8,452
Corporate expenses (5,479)  (6,488)
Subtotal 9,096  11,260
Restructuring charges, net 1,458  1,163
Special (recoveries) charges, net (2,268)  776
Special and restructuring (recoveries) charges, net (810)  1,939
Restructuring related inventory charges —  1,958
Acquisition amortization 2,552  1,868
Restructuring and other cost, net 2,552  3,826
Consolidated Operating Income 7,354  5,495
Interest Expense, net (a) 1,669  631
Other Expense (income), net (a) 225  (528)

Income from continuing operations before income taxes $ 5,460  $ 5,392

    

Capital expenditures    
Energy $ 791  $ 922
Advanced Flow Solutions 957  2,222
Corporate 484  106

Consolidated Capital expenditures $ 2,232  $ 3,250

    

Depreciation and amortization    
Energy $ 3,071  $ 1,526
Advanced Flow Solutions 3,471  3,941
Corporate 348  325

Consolidated Depreciation and amortization $ 6,890  $ 5,792

    

Identifiable assets April 2, 2017  April 3, 2016

Energy $ 652,725  $ 457,708
Advanced Flow Solutions 410,218  447,896
Corporate (247,990)  (234,507)

Consolidated Identifiable assets $ 814,953  $ 671,097

    

The total assets for each reportable segment have been reported as the Identifiable Assets for that segment, including inter-segment intercompany receivables,
payables and investments in other CIRCOR companies. Identifiable assets reported in Corporate include both corporate assets, such as cash, deferred taxes,
prepaid and other assets, fixed assets, as well as the elimination of all inter-segment intercompany assets. The elimination of intercompany assets results in
negative amounts
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reported in Corporate for Identifiable Assets. Corporate Identifiable Assets excluding intercompany assets were $49.0 million and $44.3 million as of April 2,
2017 and April 3, 2016, respectively.

(7) Earnings Per Common Share ("EPS")
 

(in thousands, except per share amounts) Three Months Ended

 April 2, 2017  April 3, 2016

 
Net

Income  Shares  
Per Share
Amount  

Net
Income  Shares  

Per Share
Amount

Basic EPS $ 4,773  16,458  $ 0.29  $ 3,872  16,381  $ 0.24
Dilutive securities, common stock options —  233  —  —  100  (0.01)

Diluted EPS $ 4,773  16,691 $ 0.29 $ 3,872 16,481 $ 0.23

Stock options, Restricted Stock Unit Awards (“RSU Awards”) and Restricted Stock Unit Management Stock Plans ("RSU MSPs") covering 178,186 and
511,220 shares of common stock, for the three months ended April 2, 2017 and April 3, 2016, respectively, were not included in the computation of diluted
EPS because their effect would be anti-dilutive.

(8) Financial Instruments

Fair Value

The carrying amounts of cash and cash equivalents, trade receivables and trade payables approximate fair value because of the short maturity of these
financial instruments. Cash equivalents are carried at cost which approximates fair value at the balance sheet date and are Level 1 financial instruments. As of
April 2, 2017 and December 31, 2016, the outstanding balance of the Company’s debt approximated its fair value based on current rates available to the
Company for debt of the same maturity and is a Level 2 financial instrument.

Contingent consideration obligations are measured at fair value and are based on significant inputs not observable in the market, which represents a Level 3
measurement within the fair value hierarchy. The valuation of contingent consideration uses assumptions and estimates to forecast a range of outcomes and
probabilities for the contingent consideration. Contingent consideration obligations are valued using a Monte Carlo simulation model. We assess these
assumptions and estimates on a quarterly basis as additional data impacting the assumptions is obtained. Any changes in the fair value of contingent
consideration related to updated assumptions and estimates will be recognized within the special and restructuring (recoveries) charges, net caption on our
consolidated statements of income during the period in which the change occurs.

Our contingent consideration liability as of December 31, 2016 is related to the acquisition of CFS on October 12, 2016 which included an estimate of the
contingent payment relating to achievement of specified business performance targets by the acquired business in the twelve month period ended September
30, 2017. The estimated fair value of the contingent consideration is $9.7 million as of April 2, 2017. See Note 4 for additional details related to the
transaction.

Foreign Currency Contracts

The Company is exposed to certain risks relating to its ongoing business operations including foreign currency exchange rate risk and interest rate risk. The
Company has used derivative instruments to manage foreign currency risk on certain business transactions denominated in foreign currencies. To the extent
the underlying transactions hedged are completed, these forward contracts do not subject us to significant risk from exchange rate movements because they
offset gains and losses on the related foreign currency denominated transactions. These forward contracts do not qualify as hedging instruments and,
therefore, do not qualify for fair value or cash flow hedge treatment. Any gains and losses on our contracts are recognized as a component of other expense in
our consolidated statements of income.

As of April 2, 2017 we had no forward contracts. As of December 31, 2016, we had four forward contracts. The fair value liability of the derivative forward
contracts as of December 31, 2016 was $0.1 million and was included in accrued expenses and other current liabilities on our consolidated balance sheet. Our
foreign currency forward contracts fall within Level 2 of the fair value hierarchy, in accordance with Accounting Standards Codification ("ASC") Topic 820.
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(9) Guarantees and Indemnification Obligations

As permitted under Delaware law, we have agreements whereby we indemnify certain of our officers and directors for certain events or occurrences while the
officer or director is, or was, serving at our request in such capacity. The term of the indemnification period is for the officer’s or director’s lifetime. The
maximum potential amount of future payments we could be required to make under these indemnification agreements is unlimited. However, we have
directors’ and officers’ liability insurance policies that insure us with respect to certain events covered under the policies and should enable us to recover a
portion of any future amounts paid under the indemnification agreements. We have no liabilities recorded from those agreements as of April 2, 2017.

We record provisions for the estimated cost of product warranties, primarily from historical information, at the time product revenue is recognized. We also
record provisions with respect to any significant individual warranty issues as they arise. While we engage in extensive product quality programs and
processes, our warranty obligation is affected by product failure rates, utilization levels, material usage, service delivery costs incurred in correcting a product
failure, and supplier warranties on parts delivered to us. Should actual product failure rates, utilization levels, material usage, service delivery costs or supplier
warranties on parts differ from our estimates, revisions to the estimated warranty liability would be required.

The following table sets forth information related to our product warranty reserves for the three months ended April 2, 2017 (in thousands):
 

Balance beginning December 31, 2016 $ 4,559
Provisions 1,898
Claims settled (1,818)
Currency translation adjustment 39

Balance ending April 2, 2017 $ 4,678

Warranty obligations increased $0.1 million from $4.6 million as of December 31, 2016 to $4.7 million as of April 2, 2017, primarily driven by provisions
recorded within our Energy segment, partially offset by claims settled.

(10) Commitments and Contingencies

Asbestos-related product liability claims continue to be filed against two of our subsidiaries: Spence Engineering Company, Inc. (“Spence”), the stock of
which we acquired in 1984; and CIRCOR Instrumentation Technologies, Inc. (f/k/a Hoke, Inc.) (“Hoke”), the stock of which we acquired in 1998. Due to the
nature of the products supplied by these entities, the markets they serve and our historical experience in resolving these claims, we do not believe that these
asbestos-related claims will have a material adverse effect on the financial condition, results of operations or liquidity of the Company.

We are subject to various legal proceedings and claims pertaining to matters such as product liability or contract disputes, including issues that may arise
under certain customer contracts with aerospace and defense customers. We are also subject to other proceedings and governmental inquiries, inspections,
audits or investigations pertaining to issues such as tax matters, patents and trademarks, pricing, business practices, governmental regulations, employment
and other matters. Although the results of litigation and claims cannot be predicted with certainty, we believe that the ultimate disposition of these matters, to
the extent not previously provided for, will not have a material adverse effect, individually or in the aggregate, on our business, financial condition, results of
operations or liquidity.

Standby Letters of Credit

We execute standby letters of credit, which include bid bonds and performance bonds, in the normal course of business to ensure our performance or
payments to third parties. The aggregate notional value of these instruments was $39.1 million at April 2, 2017. We believe that the likelihood of demand for
a significant payment relating to the outstanding instruments is remote. These instruments generally have expiration dates ranging from less than 1 month to 5
years from April 2, 2017.
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The following table contains information related to standby letters of credit instruments outstanding as of April 2, 2017 (in thousands):

Term Remaining
Maximum Potential
Future  Payments

0–12 months $ 8,137
Greater than 12 months 30,952

Total $ 39,089

(11) Retirement Plans

We maintain two benefit pension plans, a qualified noncontributory defined benefit plan and a nonqualified, noncontributory defined benefit supplemental
plan that provides benefits to certain retired highly compensated officers and employees. To date, the supplemental plan remains an unfunded plan. These
plans include significant pension benefit obligations which are calculated based on actuarial valuations. Key assumptions are made in determining these
obligations and related expenses, including expected rates of return on plan assets and discount rates. Benefits are based primarily on years of service and
employees’ compensation.

As of July 1, 2006, in connection with a revision to our retirement plan, we froze the pension benefits of our qualified noncontributory plan participants.
Under the revised plan, such participants generally do not accrue any additional benefits under the defined benefit plan after July 1, 2006.

During the three months ended April 2, 2017, we made cash contributions of $0.4 million to our qualified noncontributory defined benefit pension plan. We
expect to make cash contributions during the remainder of 2017 in the range of $0.8 million and $1.2 million. Additionally, substantially all of our U.S.
employees are eligible to participate in a 401(k) savings plan. Under this plan, we match a specified percentage of employee contributions, and are able to
make a discretionary core contribution, subject to certain limitations.

The components of net periodic cost (benefit) of defined benefit pension plans are as follows (in thousands):

 Three Months Ended

 
April 2, 

2017  
April 3, 

2016

Interest cost on benefits obligation $ 426  $ 574
Estimated return on assets (576)  (664)
Loss amortization 184  226
Net periodic cost of defined benefit pension plans $ 34  $ 136

(12) Income Taxes

As of April 2, 2017 and December 31, 2016, we had $3.0 million and $3.0 million of unrecognized tax benefits, respectively, of which $2.9 million and $2.9
million, respectively, would affect our effective tax rate if recognized in any future period.

The Company files income tax returns in the U.S. federal, state and local jurisdictions and in foreign jurisdictions. The Company is no longer subject to
examination by the Internal Revenue Service (the "IRS") for years prior to 2013 and is no longer subject to examination by the tax authorities in foreign and
state jurisdictions prior to 2006. The Company is currently under examination for income tax filings in various foreign jurisdictions.

The Company has a net U.S. domestic deferred income tax asset and a net foreign deferred tax liability. Due to uncertainties related to our ability to utilize
certain of these U.S. domestic deferred income tax assets, primarily consisting of state net operating losses and state tax credits carried forward, we
maintained a total valuation allowance of $2.9 million at April 2, 2017 and $3.0 million at December 31, 2016. The valuation allowance is based on estimates
of income in each of the jurisdictions in which we operate and the period over which our deferred tax assets will be recoverable. If future results of operations
exceed our current expectations, our existing tax valuation allowances may be adjusted, resulting in future tax benefits. Alternatively, if future results of
operations are less than expected, future assessments may result in a determination that some or all of the deferred tax assets are not realizable. Consequently,
we may need to establish additional tax valuation allowances for all or a portion of the deferred tax assets, which may have a material adverse effect on our
business, results of operations and financial
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condition. The Company has had a history of domestic and foreign income, is able to avail itself of federal tax carryback provisions, has future taxable
temporary differences and projects future domestic and foreign income. We believe that after considering all of the available objective evidence, it is more
likely than not that the results of future operations will generate sufficient income to realize the remaining net deferred income tax asset.

(13) Share-Based Compensation

As of April 2, 2017, there were 868,221 stock options and 231,309 RSU and RSU MSP Awards outstanding. In addition, there were 762,708 shares available
for grant under the 2014 Stock Option and Incentive Plan (the "2014 Plan") as of April 2, 2017.

During the three months ended April 2, 2017, we granted 142,428 stock options compared with 210,633 stock options granted during the three months ended
April 3, 2016.

The average fair value of stock options granted during the first three months of 2017 and 2016 was $19.36 and $11.91, respectively, and was estimated using
the following weighted-average assumptions:

 April 2, 2017  April 3, 2016

Risk-free interest rate 1.7%  1.2%
Expected life (years) 4.5  4.5
Expected stock volatility 35.1%  36.2%
Expected dividend yield 0.3%  0.4%

For additional information regarding the historical issuance of stock options, refer to our Form 10-K for the year ended December 31, 2016 filed with the SEC
on February 21, 2017.

During the three months ended April 2, 2017 and April 3, 2016, we granted 53,855 and 84,578 RSU Awards with approximate fair values of $60.99 and
$38.89 per RSU Award, respectively. During the first three months of 2017 and 2016, we granted performance-based RSUs as part of the overall mix of RSU
Awards. These performance-based RSUs include metrics for achieving Return on Invested Capital and Adjusted Operating Margin with target payouts
ranging from 0% to 200%. Of the 53,855 RSU Awards granted during the three months ended April 2, 2017, 31,369 are performance-based RSU Awards.
This compares to 43,016 performance-based RSU Awards granted during the three months ended April 3, 2016.

RSU MSPs totaling 26,726 and 20,130 with per unit discount amounts representing fair values of $20.13 and $12.83 were granted during the three months
ended April 2, 2017 and April 3, 2016, respectively.

Compensation expense related to our share-based plans for the three months ended April 2, 2017 and April 3, 2016 was $0.7 million and $1.5 million,
respectively. The primary reason for lower expense during 2017 relates to a change in estimate of $0.7 million for anticipated below-threshold achievement of
performance-based RSUs granted in February 2015. Compensation expense for both periods was recorded as selling, general and administrative expenses. As
of April 2, 2017, there was $11.4 million of total unrecognized compensation costs related to our outstanding share-based compensation arrangements. That
cost is expected to be recognized over a weighted average period of 2.3 years.

The weighted average contractual term for stock options outstanding and options exercisable as of April 2, 2017 was 6.0 years and 5.3 years, respectively.
The aggregate intrinsic value of stock options exercised during the three months ended April 2, 2017 was $0.1 million and the aggregate intrinsic value of
stock options outstanding and options exercisable as of April 2, 2017 was $8.6 million and $4.9 million, respectively.

The aggregate intrinsic value of RSU Awards settled during the three months ended April 2, 2017 was $1.5 million and the aggregate intrinsic value of RSU
Awards outstanding and RSU Awards vested and deferred as of April 2, 2017 was $9.4 million and $0.2 million, respectively.

The aggregate intrinsic value of RSU MSPs settled during the three months ended April 2, 2017 was $0.3 million and the aggregate intrinsic value of RSU
MSPs outstanding as of April 2, 2017 was $1.8 million. There were no vested and deferred RSU MSPs as of April 2, 2017.

As of April 2, 2017, there were 31,072 Cash Settled Stock Unit Awards outstanding compared to 33,320 as of December 31, 2016. During the three months
ended April 2, 2017, the aggregate cash used to settle Cash Settled Stock Unit Awards was $0.3
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million. As of April 2, 2017, we had $0.8 million of accrued expenses in current liabilities associated with these Cash Settled Stock Unit Awards compared
with $1.0 million as of December 31, 2016. Cash Settled Stock Unit Awards related compensation (recoveries) / costs for the three months ended April 2,
2017 and April 3, 2016 was less than $(0.1) million and $0.2 million, respectively, and was recorded as selling, general, and administrative expenses.

(14) Accumulated Other Comprehensive Loss

The following table summarizes the changes in accumulated other comprehensive loss, net of tax, which is reported as a component of shareholders' equity,
for the three months ended April 2, 2017 (in thousands):

 
Foreign Currency Translation

Adjustments  Pension, net  Total

Balance as of December 31, 2016 $ (62,703)  $ (13,558)  $ (76,262)
Other comprehensive income, net of tax 5,396  —  5,396
Balance as of April 2, 2017 $ (57,307)  $ (13,558)  $ (70,865)

(15) Special & Restructuring (Recoveries) Charges, net

Special and Restructuring (Recoveries) Charges, net

Special and restructuring charges, net consist of restructuring costs (including costs to exit a product line or program) as well as certain special charges such
as significant litigation settlements and other transactions (charges or recoveries) that are described below. All items described below are recorded in Special
and restructuring (recoveries) charges, net on our consolidated statements of income. Certain other special and restructuring charges such as inventory related
items may be recorded in cost of revenues given the nature of the item.

The table below (in thousands) summarizes the amounts recorded within the special and restructuring (recoveries) charges, net line item on the consolidated
statements of income for the periods ending April 2, 2017 and April 3, 2016:

 Special & Restructuring (Recoveries) Charges, net

 For the quarter ended

 April 2, 2017  April 3, 2016

Special (recoveries) charges, net $ (2,268)  $ 776
Restructuring charges, net 1,458  1,163
Total special and restructuring (recoveries) charges, net $ (810)  $ 1,939

Special (Recoveries) Charges, net

The table below (in thousands) outlines the special (recoveries) charges, net recorded for the three months ending April 2, 2017:

 Special (Recoveries) Charges, net

 For the quarter ended April 2, 2017

 Energy  
Advanced Flow

Solutions  Corporate  Total

Brazil closure $ 232  $ —  $ —  $ 232
Contingent consideration revaluation (2,500)  —  —  (2,500)

Total special recoveries, net $ (2,268)  $ —  $ —  $ (2,268)

Brazil Closure: On November 3, 2015 the Board of Directors approved the closure and exit of our Brazil manufacturing
operations due to the economic realities in Brazil and the ongoing challenges with our only significant end customer, Petrobras.
CIRCOR Brazil reported substantial operating losses every year since it was acquired in 2011 while the underlying market
conditions and outlook deteriorated. In connection with the closure, we recorded $0.2 million of charges within the Energy segment during the three months
ended April 2, 2017, which relates to losses incurred subsequent to our Q1 2016 closure of manufacturing operations. As of April 2, 2017, our remaining
Brazil assets were $1.8 million of which $0.9 million relates to
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assets held for sale, $0.7 million relates to cash, and $0.2 million relates to net third party accounts receivables. The Brazil assets held for sale as of April 2,
2017 are reported within the other current assets caption on our condensed consolidated balance sheet.

Contingent Consideration Revaluation: The fair value of the CFS earn-out decreased $2.5 million from $12.2 million as of December 31, 2016 to $9.7 million
as of April 2, 2017. The change in fair value was recorded as a special gain during the three months ended April 2, 2017.

The table below (in thousands) outlines the special charges (recoveries), net recorded for the three months ending April 3, 2016:

 Special Charges (Recoveries), net

 For the quarter ended April 3, 2016

 Energy  
Advanced Flow

Solutions  Corporate  Total

Acquisition related recoveries —  (113)  —  (113)
Brazil closure 887  —  2  889

Total special charges (recoveries), net $ 887  $ (113)  $ 2  $ 776

Acquisition related charges: On April 15, 2015, we acquired Germany-based Schroedahl. In connection with our acquisition of Schroedahl, we recorded $0.1
million of recoveries of acquisition related professional fees during the three months ended April 3, 2016.

Brazil Closure: In connection with the closure, we recorded $0.9 million of charges within the Energy segment during the three months ended April 3, 2016,
which primarily related to employee termination costs.

Restructuring Charges, net

The tables below (in thousands) outline the charges (or any recoveries) associated with restructuring actions recorded for the three months ending April 2,
2017 and April 3, 2016. A description of the restructuring actions is provided in the section titled "Restructuring Programs Summary" below.

 Restructuring Charges / (Recoveries)

 As of and for the quarter ended April 2, 2017

 Energy  
Advanced Flow

Solutions  Corporate  Total

Facility related expenses $ 850  $ 107  $ —  $ 957
  Employee related expenses 172  329  —  501
Total restructuring charges, net $ 1,022  $ 436  $ —  $ 1,458

        

Accrued restructuring charges as of December 31, 2016       $ 1,618
Total year to date charges, net (shown above)       1,458
Charges paid / settled, net       (1,658)

Accrued restructuring charges as of April 2, 2017       $ 1,418

We expect to make payment or settle the majority of the restructuring charges accrued as of April 2, 2017 during the second quarter of 2017.
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 Restructuring Charges / (Recoveries)

 As of and for the quarter ended April 3, 2016

 Energy  
Advanced Flow

Solutions  Corporate  Total

Facility related expenses (recoveries) $ (376)  $ 1,400  $ —  $ 1,024
  Employee related expenses 98  41  —  139
Total restructuring charges, net $ (278)  $ 1,441  $ —  $ 1,163

        

Accrued restructuring charges as of December 31, 2015       $ 663
Total year to date charges, net (shown above)       1,163
Charges paid / settled, net       (1,174)

Accrued restructuring charges as of April 3, 2016       $ 652

Restructuring Programs Summary

As specific restructuring programs are announced, the amounts associated with that particular action may be recorded in periods other than when announced
to comply with the applicable accounting rules. For example, 2016 Action’s total cost may be recorded in 2016 and 2017. The amounts shown below reflect
the total cost for that restructuring program.

During 2016, we initiated certain restructuring activities, under which we continued to simplify our business ("2016 Actions").
Under these restructurings, we reduced expenses, primarily through reductions in force and closing a number of smaller
facilities.

 
2016 Actions Restructuring Charges / (Recoveries), net as of

April 2, 2017

 Energy  
Advanced Flow

Solutions  Total

Facility related expenses - incurred to date $ 1,557  $ 201  $ 1,758
Employee related expenses - incurred to date 2,631  1,510  4,141

Total restructuring related special charges - incurred to date $ 4,188  $ 1,711  $ 5,899

In July 2015, we announced the closure of one of the two Corona, California manufacturing facilities ("California
Restructuring"). Under this restructuring, we are reducing certain general, manufacturing and facility related expenses. Charges with this action were finalized
in the fourth quarter of 2016.

 
California Restructuring

Charges, net as of April 2,
2017

 Advanced Flow Solutions

Facility related expenses - incurred to date $ 3,700
Employee related expenses - incurred to date 800

Total restructuring related special charges - incurred to date $ 4,500

Additional Restructuring Charges

During the first quarter of 2016, we recorded restructuring related inventory charges of $1.9 million associated with the closure of manufacturing operations
and the exit of the gate, globe and check valves product line in Brazil. As of April 2, 2017, no inventory amounts remain on our balance sheet for the gate,
globe and check valves product line. 
During the first quarter of 2016, in connection with the restructuring of certain structural landing gear product lines, we recorded inventory related charges of
less than $0.1 million within the Advanced Flow Solutions segment. As of April 2, 2017, our remaining structural landing gear product line inventory balance
is $0.2 million, which we believe is recoverable based upon our net realizable value analysis.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

This Quarterly Report on Form 10-Q contains certain statements that are “forward-looking statements” as that term is defined under the Private Securities
Litigation Reform Act of 1995 (the “Act”). The words “may,” “hope,” “should,” “expect,” “plan,” “anticipate,” “intend,” “believe,” “estimate,”
“predict,” “potential,” “continue,” and other expressions which are predictions of or indicate future events and trends and which do not relate to historical
matters, identify forward-looking statements. We believe that it is important to communicate our future expectations to our stockholders, and we, therefore,
make forward-looking statements in reliance upon the safe harbor provisions of the Act. However, there may be events in the future that we are not able to
accurately predict or control and our actual results may differ materially from the expectations we describe in our forward-looking statements. Forward-
looking statements involve known and unknown risks, uncertainties and other factors, which may cause our actual results, performance or achievements to
differ materially from anticipated future results, performance or achievements expressed or implied by such forward-looking statements. Factors that could
cause or contribute to such differences include changes in the price of and demand for Oil & Gas in both domestic and international markets, our ability to
successfully integrate acquired businesses, as contemplated, any adverse changes in governmental policies, variability of raw material and component
pricing, changes in our suppliers’ performance, fluctuations in foreign currency exchange rates, changes in tariffs or other taxes related to doing business
internationally, our ability to hire and maintain key personnel, our ability to continue operating our manufacturing facilities at efficient levels including our
ability to prevent cost overruns and continue to reduce costs, our ability to generate increased cash by reducing our working capital, our prevention of the
accumulation of excess inventory, our ability to successfully implement our restructuring or simplification strategies, fluctuations in interest rates, our ability
to continue to successfully defend product liability actions, as well as the uncertainty associated with the current worldwide economic conditions and the
continuing impact on economic and financial conditions in the United States and around the world as a result of terrorist attacks, current Middle Eastern
conflicts and related matters. We advise you to read further about these and other risk factors set forth in Part I, Item 1A, “Risk Factors” of our Annual
Report filed on Form 10-K for the year ended December 31, 2016, which is filed with the SEC and is available on the SEC's website at www.sec.gov. We
undertake no obligation to publicly update or revise any forward-looking statement, whether as a result of new information, future events or otherwise.

Company Overview

CIRCOR International, Inc. designs, manufactures and markets flow control solutions and other highly engineered products and sub-systems for markets
including Oil & Gas, Aerospace, power and process, and industrial solutions. CIRCOR has a diversified product portfolio with recognized, market-leading
brands that fulfill its customers’ unique application needs.

We have organized our reporting structure into two segments: CIRCOR Energy ("Energy segment" or "Energy") and CIRCOR Advanced Flow Solutions
("Advanced Flow Solutions segment" or "AFS"). The primary markets served by our Energy segment are Oil & Gas: upstream, mid-stream and downstream.
The Advanced Flow Solutions segment primarily serves aerospace, defense, power and process, and general industrial markets.

Basis of Presentation

All significant intercompany balances and transactions have been eliminated in consolidation. We manage our business in two segments: Energy and
Advanced Flow Solutions.

We operate and report financial information using a 52-week fiscal year ending December 31. The data periods contained within our Quarterly Reports on
Form 10-Q reflect the results of operations for the 13-week, 26-week and 39-week periods which generally end on the Sunday nearest the calendar quarter-
end date.

Critical Accounting Policies

Critical accounting policies are those that are both important to the accurate portrayal of a company’s financial condition and results and require subjective or
complex judgments, often as a result of the need to make estimates about the effect of matters that are inherently uncertain. There have been no significant
changes from the methodology applied by management for critical accounting estimates previously disclosed in our most recent Annual Report on Form 10-
K. The expenses and accrued liabilities or allowances related to certain of our accounting policies are initially based on our best estimates at the time of
original entry in our accounting records. Adjustments are recorded when our actual experience, or new information concerning our expected experience,
differs from underlying initial estimates. These adjustments could be material if our actual or expected
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experience were to change significantly in a short period of time. We make frequent comparisons of actual experience and expected experience in order to
mitigate the likelihood of material adjustments.

Results of Operations

First Quarter 2017 Compared With First Quarter 2016

Consolidated Operations

 Three Months Ended         

(in thousands)
April 2, 

2017  
April 3, 

2016  
Total

Change  Acquisitions  Operations  
Foreign

Exchange

Net Revenues            
Energy $ 80,135  $ 83,409  $ (3,274)  $ 22,451  $ (24,952)  $ (773)
Advanced Flow Solutions 65,073  67,389  (2,316)  —  (555)  (1,761)
Consolidated Net Revenues $ 145,208  $ 150,798  $ (5,590)  $ 22,451 $ (25,507) $ (2,534)

Net revenues for the three months ended April 2, 2017 were $145.2 million, a decrease of $5.6 million. The unfavorable effects of currency translation
resulted in a decrease in revenues of $2.5 million as compared to the three months ended April 3, 2016. Net revenues increased $22.5 million due to the
acquisition of CFS. Aside from the effects of currency translation and acquisitions, revenues decreased $25.5 million (-17%) primarily due to decreased
demand in our large international projects business.

Segment Results

The Company’s management evaluates segment operating performance using "segment operating income" which we define as operating income before
restructuring charges (including inventory-related restructuring), special charges, impairment charges, amortization from acquisitions subsequent to 2011, and
amortization expense related to the step-up in fair value of the inventory acquired through business acquisitions. The Company uses this measure because it
helps management understand and evaluate the segments’ operating results and facilitate a comparison of performance for determining compensation.
Accordingly, the following segment data is reported on this basis.
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 Three Months Ended   

(in thousands, except percentages) April 2, 2017  April 3, 2016  Change

Net Revenues      
Energy $ 80,135  $ 83,409  $ (3,274)
Advanced Flow Solutions 65,073  67,389  (2,316)
Consolidated net revenues $ 145,208  $ 150,798  $ (5,590)

Operating Income     —
Energy - Segment Operating Income $ 6,864  $ 9,295  $ (2,431)
AFS - Segment Operating Income 7,711  8,452  (741)
Corporate expenses (5,479)  (6,488)  1,009
Subtotal 9,096  11,260  (2,164)
Restructuring charges, net 1,458  1,163  295
Special (recoveries) charges, net (2,268)  776  (3,044)
Special and restructuring (recoveries) charges, net (1) (810)  1,939  (2,749)
Restructuring related inventory charges (1) —  1,958  (1,958)
Acquisition amortization (2) 2,552  1,868  684
Restructuring and other cost, net 2,552  3,826  (1,274)
Consolidated Operating Income $ 7,354  $ 5,495  $ 1,859

      

Consolidated Operating Margin 5.1%  3.6%   
      

(1) See Special and Restructuring (Recoveries) Charges, net in Note 15 to the condensed consolidated financial statements, for additional details.
(2) Acquisition amortization is recorded in either cost of revenues or selling, general, and administrative expenses depending upon the nature of the
underlying intangible asset.

Energy Segment

 Three Months Ended   

(in thousands, except percentages) April 2, 2017  April 3, 2016  Change

Net Revenues $ 80,135  $ 83,409  $ (3,274)
Segment Operating Income 6,864  9,295  (2,431)
Segment Operating Margin 8.6%  11.1%  

Energy segment net revenues decreased $3.3 million, or 4%, in the first three months of 2017 compared to the first three months of 2016. The decrease was
primarily driven by lower shipment volumes in our large international projects business (-26%) and instrumentation and sampling business (-5%), partially
offset by the acquisition of CFS (+27%). Energy segment orders increased $32.5 million, or 45%, to $103.9 million in the first three months of 2017
compared to $71.4 million in the first three months of 2016, primarily due to higher distributor stocking orders within our North American distributed valves
business as a result of higher rig counts and completion of previously drilled wells (+33%) and recently acquired CFS business (+22%). The increases were
offset by lower bookings in our large international projects business (-9%) due to low capital spend within the upstream exploration and production market.
Higher orders in our North American distributed valves business reflect the restocking of our distributors in the anticipation of higher production activity
overall. Our long-cycle, large international projects business was impacted by reduced capital expenditures for exploration and production of oil and gas as
well as project deferrals.

Segment operating income decreased $2.4 million, or 26%, to $6.9 million for the first three months of 2017 compared to $9.3 million in the first three
months of 2016. The decrease in segment operating income was primarily due to lower shipment volumes from our large international projects business
(-58%), a program-specific warranty charge (-13%), as well as start up

22



costs for our facility in Mexico (-6%). This decline was partially offset by CFS (+29%) and the North American distributed valves business (+20%).

QUARTERLY ENERGY SEGMENT INFORMATION
(in thousands, except percentages)

(unaudited)
        
 2016 2017  
 1ST QTR 2ND QTR 3RD QTR 4TH QTR TOTAL 1ST QTR  
Orders 71,425 58,853 55,056 85,183 270,517 103,871  
Net Revenues 83,409 80,736 68,901 89,000 322,046 80,135  
Operating Income 9,295 9,293 6,755 9,270 34,613 6,864  
Operating Margin 11.1% 11.5% 9.8% 10.4% 10.7% 8.6%  
Backlog (1) 122,730 98,119 84,535 123,063 123,063 146,177  
(1) at end of period.        

Advanced Flow Solutions Segment

 Three Months Ended   

(in thousands, except percentages) April 2, 2017  April 3, 2016  Change

Net Revenues $ 65,073  $ 67,389  $ (2,316)
Segment Operating Income 7,711  8,452  (741)
Segment Operating Margin 11.8%  12.5%   

Advanced Flow Solutions segment net revenues decreased by $2.3 million, or 3%, in the first three months of 2017 compared to the first three months of
2016. The decrease was primarily driven by unfavorable foreign currency fluctuations (-3%), the exit of a low margin commercial actuation program (-2%),
and lower navy program shipments within our industrial solutions business (-2%), partially offset by higher fluid control (+2%) and UK defense sales (+1%).
Advanced Flow Solutions segment orders increased $14.8 million, or 23%, to $80.2 million for the first three months of 2017 compared to $65.4 million in
the first three months of 2016, primarily due to military-related bookings in our aerospace business (+24%) for platforms such as the Joint Strike Fighter and
the Multi-Mission Maritime Aircraft programs.

Segment operating income decreased $0.7 million, or 9%, to $7.7 million for the first three months of 2017 compared to $8.5 million in the first three months
of 2016. The decrease in operating income was a result of lower revenues due to unfavorable foreign currency fluctuations (-4%) and sales mix impact from
our power and process business (-5%).

QUARTERLY AFS SEGMENT INFORMATION
(in thousands, except percentages)

(unaudited)
        
 2016 2017  
 1ST QTR 2ND QTR 3RD QTR 4TH QTR TOTAL 1ST QTR  
Orders 65,357 76,464 56,262 57,134 255,217 80,210  
Net Revenues 67,389 65,656 65,932 69,236 268,213 65,073  
Operating Income 8,452 8,064 8,008 8,939 33,463 7,711  
Operating Margin 12.5% 12.3% 12.1% 12.9% 12.5% 11.8%  
Backlog (1) 137,332 145,930 135,721 119,332 119,332 135,631  
(1) At end of period.      
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Corporate Expenses

Corporate expenses decreased $1.0 million to $5.5 million in the first three months of 2017. This decrease was primarily driven by lower compensation costs
of $1.3 million.

Special and Restructuring (Recoveries) Charges, net and other charges

During the first three months of 2017 and 2016, the Company recorded a gain of $0.8 million and charge of $1.9 million, respectively, within our condensed
consolidated statements of income caption Special and restructuring (recoveries) charges, net. These special and restructuring (recoveries) charges are
described in further detail in Note 15.

Interest Expense, Net
 
Interest expense increased $1.0 million to $1.7 million in the first three months of 2017. This change in interest expense was primarily due to higher
outstanding debt balances and interest rates during the period as a result of the CFS acquisition.

Other Expense (Income), Net
 
Other expense, net, was $0.2 million in the first three months of 2017 compared to other income, net of $0.5 million in the first three months of 2016. The
difference of $0.7 million was primarily due to the impact of foreign currency fluctuations.

Comprehensive Income

Comprehensive income decreased from $12.2 million as of April 3, 2016 to $10.2 million as of April 2, 2017, primarily driven by favorable foreign currency
balance sheet remeasurements, primarily by the Euro ($2.9 million) and UK Pound ($0.5 million).

As of April 2, 2017, we have a cumulative currency translation adjustment of $17.2 million regarding our Brazil entity. If we were to cease to have a
controlling financial interest in the Brazil legal entity, we would incur a non-cash charge of $17.2 million, which would be included as a special charge within
the results of operations.
 
Provision for Income Taxes
 
The effective tax rate was 12.6% in the first three months of 2017 compared to 28.2% in the first three months of 2016. The primary drivers for the lower tax
rate in 2017 includes reduced foreign losses in 2017 with no tax benefit (-14%) and non-taxable income related to acquisition consideration (-16%). This was
partially offset by the impact on the effective tax rate of lower taxed foreign earnings compared to US earnings (9%).

Restructuring Actions

Our announced restructuring actions which result in future savings are summarized as follows:

• During 2016, we initiated certain restructuring activities, under which we continue to simplify our business ("2016 Actions"). Under these
restructurings, we reduced expenses, primarily through reductions in force and closing a number of smaller facilities.

• In July 2015, we announced the closure of one of the two Corona, California manufacturing facilities ("California
Restructuring"). Under this restructuring, we reduced certain general, manufacturing and facility related expenses.

The table below (in millions) outlines the cumulative effects on past and future earnings resulting from our announced restructuring plans.

 
Cumulative

Planned Savings  
Cumulative
Projected
Savings  

Expected Periods of Savings
Realization

2016 Actions $ 14.1  $ 13.3  Q2 2016 - Q4 2017
California Restructuring 3.0  3.0  Q3 2016 - Q4 2017

Total Savings $ 17.1  $ 16.3   
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As shown in the table above our projected cumulative restructuring savings are lower than our original planned savings
amounts. This is primarily attributed to reducing lower than planned general, administrative and manufacturing related expenses. The expected periods of
realization of the restructuring savings are consistent with our original plans. Our restructuring actions are funded by cash generated by operations.

We expect to incur restructuring related special charges between $0.8 million and $0.9 million to complete our 2016 Announced Restructuring. These
restructuring actions are expected to be funded with cash generated from operations. Our California Restructuring has been completed and, as such, no
additional restructuring charges are expected to be incurred in connection with this action.

Liquidity and Capital Resources

Our liquidity needs arise primarily from acquisitions, capital investment in new machinery, IT systems, the improvement of facilities, funding working capital
requirements to support business growth initiatives, restructuring actions, dividend payments, pension funding obligations and debt service costs. We have
historically generated cash from operations and believe we have resources available for reinvestment in existing businesses, strategic acquisitions and
managing our capital structure - on a short and long-term basis.

The following table summarizes our cash flow activities for the three month periods indicated (in thousands):

 April 2, 2017  April 3, 2016

Cash flow provided by (used in):    
Operating activities $ 16,195  $ 7,654
Investing activities (1,344)  (3,934)
Financing activities (8,529)  6,662
Effect of exchange rate changes on cash and cash equivalents 1,055  1,657

Increase in cash and cash equivalents $ 7,377  $ 12,039

During the three months ended April 2, 2017, we generated $16.2 million of cash from operating activities compared to $7.7 million during the same period
in 2016. The increase of $8.5 million was primarily driven by higher cash provided by working capital. Within working capital in the three months ended
April 2, 2017, approximately $16.3 million is a result of cash flow provided from accounts payable offset in part by $6.5 million of cash flow used from
inventory. The cash flow provided from accounts payable was due to the timing of payments to our vendors for products and services and a decrease in
business volume in the current period, primarily in our large international projects business.

During the three months ended April 2, 2017, we used cash of $1.3 million in investing activities as compared to using cash of $3.9 million during the same
period in 2016. The $2.6 million year over year decrease in cash used was primarily driven by the 2017 receipt of $1.5 million from the settlement of an
acquisition related working capital adjustment and lower capital expenditures ($1.0 million).

During the three months ended April 2, 2017, we used $8.5 million of cash from financing activities as compared to generating cash of $6.7 million during
the same period in 2016. The $15.2 million year over year decrease in cash generated from financing activities related to $15.2 million increase in net
payments of long-term debt. Total debt as a percentage of total shareholders’ equity was 58% as of April 2, 2017 compared to 62% as of December 31, 2016.

As a result of a significant portion of our cash balances being denominated in Euros and our U.S. Dollar functional currency being weaker, we had a $1.1
million increase in reported cash balances.

Our unsecured credit agreement ("Credit Agreement") that provides for a $400 million revolving line of credit. The Credit Agreement includes a $200 million
accordion feature for a maximum facility size of $600 million subject to our compliance with certain terms and conditions. The Credit Agreement also allows
for additional indebtedness not to exceed $110 million. We anticipate using the Credit Agreement to fund potential acquisitions, to support our operational
growth initiatives and working capital needs, and for general corporate purposes. As of April 2, 2017, we had borrowings of $243.0 million outstanding under
the Credit Agreement and $39.1 million outstanding under letters of credit. The Credit Agreement matures on July 31, 2019.
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Certain of our loan agreements contain covenants that require, among other items, maintenance of certain financial ratios and also limit our ability to: enter
into secured and unsecured borrowing arrangements; issue dividends to shareholders; acquire and dispose of businesses; invest in capital equipment; transfer
assets among domestic and international entities; participate in certain higher yielding long-term investment vehicles; and issue additional shares of our stock.
The two primary financial covenants are leverage ratio and interest coverage ratio. We were in compliance with all covenants related to our existing debt
obligations on April 2, 2017 and we believe it is reasonably likely that we will continue to meet such covenants over at least the next 12 months.

Our ratio of current assets to current liabilities was 3:1 as of April 2, 2017 compared to 3:1 at December 31, 2016. The current ratio remained consistent
primarily due to an increase in cash partially offset by a decrease in inventory as of April 2, 2017 as compared to December 31, 2016.

As of April 2, 2017, cash, cash equivalents, and short-term investments totaled $65.7 million, substantially all of which was held in foreign bank accounts.
This compares to $58.3 million of cash, cash equivalents, and short-term investments as of December 31, 2016, substantially all of which was held in foreign
bank accounts. The cash and cash equivalents located at our foreign subsidiaries may not be repatriated to the U.S. or other jurisdictions without certain tax
implications.

We have an obligation to the sellers of CFS under which we are obligated to pay cash consideration of up to $15.0 million, which is contingent on
achievement of specified business performance targets by the acquired business in a twelve month period ending September 30, 2017. The estimated fair
value of the earn-out as of April 2, 2017 was $9.7 million.

We believe that our U.S. based subsidiaries, in the aggregate, will generate positive operating cash flows for the remainder of 2017 and in addition, we may
utilize our Credit Agreement for U.S. based subsidiary cash needs. As a result, we believe that we will not need to repatriate cash from our foreign
subsidiaries with earnings that are indefinitely reinvested to support normal business operations.

In the second quarter 2017, we expect to continue to generate cash flow from operating activities sufficient to support our capital expenditures and pay
dividends of approximately $2.5 million based on our current dividend practice of paying $0.15 per share annually. Based on our expected cash flows from
operations and contractually available borrowings under our Credit Agreement, we expect to have sufficient liquidity to fund working capital needs and future
growth for at least the next 12 months. We continue to search for strategic acquisitions; a larger acquisition may require additional borrowings and/or the
issuance of our common stock.

Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements that have, or are reasonably likely to have, a current or future effect on our financial condition, changes in
financial condition, revenues or expenses, results of operations, liquidity, capital expenditures, or capital resources that is material to investors.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Market Risk

The Oil & Gas markets historically have been subject to cyclicality depending upon supply and demand for crude oil, its derivatives and natural gas. When oil
or gas prices decrease, expenditures on maintenance and repair decline rapidly and outlays for exploration and in-field drilling projects decrease and,
accordingly, demand for valve products is reduced. However, when oil and gas prices rise, maintenance and repair activity and spending for projects normally
increase and we benefit from increased demand for valve products. However, oil or gas price increases may be considered temporary in nature or not driven
by customer demand and, therefore, may result in longer lead times for increases in sales orders. As a result, the timing and magnitude of changes in market
demand for oil and gas valve products are difficult to predict. A decline in oil price will have a similar impact on the demand for our products, particularly in
markets, such as North America, where the cost of oil production is relatively higher. Similarly, although not to the same extent as the Oil & Gas markets, the
general industrial, chemical processing, aerospace, military and maritime markets have historically experienced cyclical fluctuations in demand. Lower oil
prices results in reduced spending on our products as production or prices are cut. As a result, we historically have generated lower revenues and profits in
periods of declining demand or prices for crude oil and natural gas. In the latter half of fiscal year 2014 continuing into 2016, our operating results were
adversely affected due to dramatic decreases in the price of oil and our customers reduced their spending on our products as level of activity fell. Therefore,
results of operations for any particular period are not necessarily indicative of the results of operations for any future period. Any future downward pricing
pressure on

26



crude oil could have a material adverse effect on our business, financial condition or results of operations. These fluctuations have had a material adverse
effect on our business, financial condition and results of operations and may continue going forward.

Foreign Currency Exchange Risk

The Company is exposed to certain risks relating to its ongoing business operations including foreign currency exchange rate risk and interest rate risk.

Interest Rate Risk

Loans under our credit facility bear interest at variable rates which reset every 30 to 180 days depending on the rate and period selected by the Company.
These loans are subject to interest rate risk as interest rates will be adjusted at each rollover date to the extent such amounts are not repaid.

ITEM 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Chief Executive Officer ("CEO") and Chief Financial Officer ("CFO") (our principal executive officer and
principal financial officer, respectively), has evaluated the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-
15(e) of the Securities Exchange Act of 1934) as of the end of the period covered by this Quarterly Report on Form 10-Q. Based on that evaluation, our CEO
and CFO concluded that, as of April 2, 2017, the Company's disclosure controls and procedures were effective.

Changes in Internal Control over Financial Reporting

We have made no changes in our internal controls over financial reporting during the quarter ended April 2, 2017 that materially affected, or are reasonably
likely to materially affect, our internal control over financial reporting.

PART II. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

For information regarding our legal proceedings refer to the first two paragraphs of Note 10 to the condensed consolidated financial statements included in
this Quarterly Report, which disclosure is referenced herein.

ITEM 1A. RISK FACTORS

We have not identified any material changes from the risk factors as previously disclosed in Item 1A to Part I of our Annual Report on Form 10-K for the year
ended December 31, 2016.
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ITEM 6. EXHIBITS

Exhibit
No.  Description and Location

10.1§*  Severance Agreement, dated as of April 21, 2017, between CIRCOR International, Inc. and Arjun Sharma.
10.2§*  Severance Agreement, dated as of April 25, 2017, between CIRCOR International, Inc. and Erik Wiik.
31.1*  Certification of Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
31.2*  Certification of Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
32**

 
Certification of Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906
of the Sarbanes-Oxley Act of 2002.

101

 

The following financial statements (Unaudited) from CIRCOR International, Inc.'s Quarterly Report on Form 10-Q for the quarter ended
April 2, 2017, as filed with the Securities and Exchange Commission on April 28, 2017, formatted in XBRL (eXtensible Business
Reporting Language), as follows:

 (i) Condensed Consolidated Balance Sheets as of April 2, 2017 and December 31, 2016
 (ii) Condensed Consolidated Statements of Income for the Three Months Ended April 2, 2017 and April 3, 2016
 (iii) Condensed Consolidated Statements of Comprehensive Income for the Three Months Ended April 2, 2017 and April 3, 2016
 (iv) Condensed Consolidated Statements of Cash Flows for the Three Months Ended April 2, 2017 and April 3, 2016
 (v) Notes to the Condensed Consolidated Financial Statements
§ Indicates management contract or compensatory plan or arrangement.
* Filed with this report.
** Furnished with this report.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.
 

  

 CIRCOR INTERNATIONAL, INC.
  

April 28, 2017 /s/ Scott A. Buckhout
 Scott A. Buckhout

 President and Chief Executive Officer

 Principal Executive Officer

  

April 28, 2017 /s/ Rajeev Bhalla
 Rajeev Bhalla

 Executive Vice President, Chief Financial Officer

 Principal Financial Officer

  

April 28, 2017 /s/ David F. Mullen
 David F. Mullen

 Vice President and Corporate Controller

 Principal Accounting Officer
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Exhibit 10.1 - Arjun Sharma Severance Agreement

SEVERANCE AGREEMENT

This Severance Agreement (the "Agreement") is made and entered into as of
April 21, 2017 by and between CIRCOR International, Inc. ("CIRCOR" or "Company") and

Arjun Shanna (the "Executive").

WHEREAS, CIRCOR presently employs the Executive in which capacity the Executive serves as Senior Vice President, Business
Development and as an officer and/or director of other direct and indirect subsidiaries of the Company; and

WHEREAS, the Company desires to provide severance compensation to the Executive upon the occurrence of certain events; and

WHEREAS, in exchange for the severance compensation provided for under this Agreement, Executive agrees to certain non-
competition and non-solicitation covenants as set forth herein,

NOW, THEREFORE, in consideration of the foregoing and the mutual promises of the parties herein contained, and for other good
and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the Company and the Executive hereby covenant
and agree with each other as follows:

1. Definitions. For purposes of the Agreement, the following terms shall have the following meanings:

(a) "Accrued Benefits" shall mean (i) all accrued but unpaid Base Salary through the Date of Termination of Executive's employment
(including any accrued vacation) at the rate in effect at the time Notice of Termination is given, (ii) any unpaid or unreimbursed expenses
incurred in accordance with Company policies, (iii) accrued but unused vacation days through
the Date of Termination of Executive's employment determined as per the Company's vacation policy, and (iv) any amounts that are accrued
and vested under any Company plan or policy as of the Date of Termination.

(b) "Base Salary" shall mean the Executive's annual base salary.

(c) "Disability" shall mean, as a result of Executive's incapacity due to physical or mental illness, Executive shall have been absent
from his duties with the Company on a full-time basis for 180 calendar days in the aggregate in any twelve month period.

(d) "For Cause" shall mean: (i) conduct by Executive constituting a material act of willful misconduct in connection with the
performance of his duties, including, without limitation, misappropriation of funds or property of the Company or any of its affiliates other
than the occasional, customary and de minimis use of Company property for personal purposes; (ii) criminal or civil conviction of Executive,
a plea of nolo contendere by Executive or conduct by Executive that would reasonably be expected to result in material injury to the
reputation of the Company if he were retained in his position with the Company, including, without limitation, conviction of a felony
involving moral turpitude; (iii) continued, willful and deliberate non• performance by Executive of his duties hereunder (other than by reason
of Executive's physical or mental illness, incapacity or disability) which has continued for more than thirty (30) days following written notice
of such non-performance from the Board of Directors of the Company (the "Board"); or (iv) a violation by Executive of the Company's
employment policies which has continued following written notice of such violation from the Board.
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Exhibit 10.1 - Arjun Sharma Severance Agreement

( e) "Good Reason" shall mean that Executive has complied with the "Good Reason Process" (hereinafter defined) following the
occurrence of any of the following events: (a) a material diminution or other material adverse change, not consented to by Executive, in the
nature or scope of Executive's responsibilities, authorities, powers, functions or duties; (b) an involuntary material reduction in Executive's
Base Salary except for across-the-board reductions similarly affecting all or substantially all management employees; (c) a material breach of
this Agreement by the Company; or (d) a material change in the geographic location at which the Executive provides services to the
Company.

"Good Reason Process" shall mean that (i) Executive reasonably determines in good faith that a "Good Reason" event has occurred; (ii)
Executive notifies the Company in writing of the occurrence of the Good Reason event within 60 days of such occurrence; (iii) Executive
reasonably cooperates in good faith with the Company's efforts following such notice (the "Cure Period"), to promptly remedy the condition;
(iv) notwithstanding such efforts, the Good Reason event continues to exist; and (v) the Executive terminates his employment within 60 days
after the end of the Cure Period. If the Company cures the Good Reason event during the Cure Period, Good Reason shall be deemed not to
have occurred.

(f) "Severance Benefits" shall mean the payments described in Section 2(c) of this
Agreement.

2. Post Termination Payments.

(a) Termination by the Company For Cause, Death or Disability. Upon termination of the Executive's employment by the Company
for Cause, death, or Disability, the Company shall, through the Date of Termination (hereinafter defined), pay Executive the Accrued Benefits.
Thereafter, the Company shall have no further obligations to Executive except as otherwise expressly provided under this Agreement or as
required by law.

(b) Termination by the Executive other than for Good Reason. If Executive's employment is terminated by the Executive other than
for Good Reason, then the Company shall, through the Date of Termination, pay Executive the Accrued Benefits. Thereafter, the Company
shall have no further obligations to Executive except as otherwise expressly provided under this Agreement.

(c) Termination by the Company Other Than for Cause, Death or Disability or by the Executive for Good Reason. If Executive's
employment is terminated (i) by the Company other than For Cause or Executive's death or Disability or (ii) by the Executive for Good
Reason, then the Company shall, through the Date-of Termination, pay Executive the Accrued Benefits. Subject to Section 2(d) and Section
18 below, the Executive shall also receive the following Severance Benefits:

(i) a lump sum payment equal to the Executive's current Base Salary in effect during the fiscal year in which such termination occurs
payable in a single lump sum payment as soon as administratively practicable (but not later than sixty (60) days) following such Date of
Termination;

(ii) a lump sum payment equal to the product of (A) the amount of the annual short-term bonus that would have been payable
to the Executive if the Executive was still employed as of December 31st of the then current fiscal year in respect of the fiscal year in
which employment termination occurs based on actual performance as compared to performance goals, and (B) the ratio of (x) the
number of days elapsed during the fiscal year during which such termination of employment occurs on or prior to the date of such
termination to (y) 365, payable as of the same time as annual short-term bonuses are paid to other senior executives; and
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(iii) subject to the Executive's election of COBRA rights, monthly payment of an amount equal to the employer's cost
coverage in accordance with its contribution percentage toward medical and dental coverage for active employees immediately prior
to the Date of Termination for twelve (12) months after such termination; provided,
however, that the installment payments under this Section 2( c)(iii) shall cease on the first day of the month immediately following
the month that the Executive no longer qualifies for continued COBRA coverage for any reason, including but not limited to the
Executive's failure to pay the Executive's portion of the COBRA cost or the Executive
becoming eligible for medical/dental insurance under another group health insurance plan
(as defined by COBRA). Notwithstanding the foregoing, if the Company determines, in its sole discretion, that it cannot pay the
foregoing installment payments without a substantial risk of violating applicable law (including, without limitation, Section 2716 of
the Public Health Service Act), the Company shall be entitled to amend this Section
2(c)(iii) in order to preserve the value of such installment payments to the Executive without additional cost to either party.

(d) Required Release. The payment of the Severance Benefits shall be conditioned upon the Executive's execution, delivery to the
Company, and non-revocation of the release of claims, in a form reasonably acceptable to the Company (and the expiration of any revocation
period contained in such release of claims) within sixty (60) days following the date of Executive's termination of employment hereunder. If
the Executive fails to execute the release
of claims in such a timely manner so as to permit any revocation period to expire prior to the end
of such sixty (60) day period, or timely revokes the Executive's execution of such release following its execution, the Executive shall not be
entitled to any of the Severance Benefits. Further, to the extent that any of the Severance Benefits constitutes "nonqualified deferred
compensation" for purposes of Section 409A of the Code, any payment of any amount or provision of any benefit otherwise scheduled to
occur prior to the sixtieth (60th) day following termination of the Executive's employment hereunder, but for the condition on executing the
release of claims as set forth herein, shall not be made until the first (1st) regularly scheduled payroll date following such sixtieth (60th) day,
after which any remaining Severance Benefits shall thereafter be provided to Executive according to the applicable schedule set forth herein
(and the first payment shall include any portion of the Severance Benefits, and any such other payments or benefits, that would have been paid
during such sixty (60) day period).

(e) Termination Covered Under Executive Change of Control Agreement. If Executive's employment is terminated under circumstances that
would afford Executive certain rights under the Executive Change of Control Agreement currently in effect between the Company and
Executive (or any successor agreement), the provisions of the Executive Change of Control Agreement shall govern and this Agreement shall
have no force and effect, it being
intended that the Executive Change of Control Agreement shall govern the rights and obligations of the parties in the event of a termination
covered under the Executive Change of Control
Agreement and this Agreement shall govern the rights and obligations of the parties in the event of any other termination.

3. Notice of Termination. Any termination of Executive's employment by the Company or any such termination by Executive shall be
communicated by written Notice of Termination to the other party hereto. For purposes of this Agreement, a "Notice of Termination" shall
mean a notice that indicates the specific termination provision in this Agreement relied upon.

4. Date of Termination. The "Date of Termination" shall be the date on which Notice of Termination is provided by either party or such later
date as may be specified in such Notice of Termination.

5. Withholding. All payments made to the Executive under this Agreement shall be net of any tax or other amounts required to be withheld by
the Company under applicable law.
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6. No Mitigation. The Company agrees that, if the Executive's employment by the Company is terminated during the term of this Agreement,
the Executive is not required to seek other employment or to attempt in any way to reduce any amounts payable to the Executive by the
Company pursuant to any provision of this Agreement, including any payment under Section
2. Further, except as otherwise provided herein, the amount of any payment provided for in this
Agreement shall not be reduced by any compensation earned by the Executive as the result of employment by another employer, by retirement
benefits, by offset against any amount claimed to be owed by the Executive to the Company or otherwise.

7. Non-Competition and Non-Solicitation Covenants; Confidentiality. In consideration of the benefits afforded the Executive under the terms
provided in this Agreement, Executive agrees that

(a) during the term of Executive's employment with the Company and for a period of twelve (12) months thereafter, regardless of the
reason for termination of employment, Executive will not, directly or indirectly, as an owner, director, principal, agent, officer, employee,
partner, consultant, servant, or otherwise, carry on, operate, manage, control, or become involved in any manner with any business, operation,
corporation, partnership, association, agency, or other person or entity which is engaged in a business that is competitive with any of the
Company's or its affiliates' products which are produced by the Company or its affiliates as of the date of Executive's termination of
employment with the Company, in any area or territory in which the Company or any affiliate conducts operations; provided, however, that
the foregoing shall not prohibit Executive from owning up to one percent ( 1 %) of the outstanding stock of a publicly held company engaged
in the Fluid-Control Industry; and

(b) during the term of Executive's employment with the Company and for a period of twelve (12) months thereafter, regardless of the
reason for termination of employment, Executive will not directly or indirectly solicit or induce any present or future employee of the
Company or any affiliate to accept employment with Executive or with any business, operation, corporation, partnership, association, agency,
or other person or entity with which Executive may be
associated, and Executive will not employ or cause any business, operation, corporation,
partnership, association, agency, or other person or entity with which Executive may be associated to employ any present or future employee
of the Company or its affiliates without providing the Company with ten ( 10) days' prior written notice of such proposed employment.

(c) in the course of Executive's employment with the Company (and, if applicable, its predecessors), Executive has been allowed to
become, and will continue to be allowed to
become, acquainted with the Company's business affairs, information, trade secrets, and other matters which are of a proprietary or
confidential nature, including but not limited to the
Company's and its affiliates' and predecessors' operations, business opportunities, price and cost
information, finance, customer information, business plans, various sales techniques, manuals, letters, notebooks, procedures, reports,
products, processes, services, and other confidential information and knowledge (collectively the "Confidential Information") concerning the
Company's and its affiliates' and predecessors' business. The Company agrees to provide on an ongoing basis such Confidential Information
as the Company deems necessary or desirable to aid Executive in the performance of his duties. Executive understands and acknowledges that
such Confidential Information is confidential, and he agrees not to disclose such Confidential Information to anyone outside the Company
except to the extent that (i) Executive deems such disclosure or use reasonably necessary or appropriate in connection with performing his
duties
on behalf of the Company, (ii) Executive is required by order of a court of competent jurisdiction (by subpoena or similar process) to disclose
or discuss any Confidential Information, provided that in such case, Executive shall promptly inform the Company, as appropriate, of such
event, shall cooperate with the Company, as appropriate, in attempting to obtain a protective order or to otherwise restrict such disclosure, and
shall only disclose Confidential Information to the minimum extent necessary to comply with any such court order; (iii) such Confidential
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Information becomes generally known to and available for use in the Company's industry (the "Fluid-Control Industry"), other than as a result
of any action or inaction by Executive; or
(iv) such information has been rightfully received by a member of the Fluid-Control Industry or has been published in a form generally
available to the Fluid-Control Industry prior to the date Executive proposes to disclose or use such information. Executive further agrees that
he will not during employment and/or at any time thereafter use such Confidential Information in
competing, directly or indirectly, with the Company. At such time as Executive shall cease to be employed by the Company, he will
immediately turn over to the Company, all Confidential Information, including papers, documents, writings, electronically stored information,
other property, and all copies of them provided to or created by him during the course of his employment with the Company. The provisions
of this Paragraph 7(c) shall survive termination of this Agreement for any reason.

Should Executive violate any of the provisions of paragraphs 7(a) or (b), then in addition to all other rights and remedies available to the
Company at law or in equity, the duration of this covenant shall automatically be extended for the period of time from which Executive began
such violation until he permanently ceases such violation, the Severance Benefits shall cease and the Company shall be entitled to recovery
previously paid Severance Benefits.

8. Notice. For purposes of this Agreement, notices and all other communications provided for in the Agreement shall be in writing and shall
be deemed to have been duly given when delivered or mailed by United States certified mail, return receipt requested, postage prepaid,
addressed as follows:

If to the Executive:

At Executive's home address as shown in the Company's personnel records;

If to the Company:

CIRCOR International, Inc.
30 Corporate Drive, Suite 200
Burlington, MA O 1803
Attn: President & CEO
Attn: Vice President-Human Resources

or to such other address as either party may have furnished to the other in writing in accordance herewith, except that notices of change of
address shall be effective only upon receipt.

9. Successor to Company. The Company shall require any successor (whether direct or indirect, by purchase, merger, consolidation or
otherwise) to all or substantially all of the business or assets of the Company expressly to assume and agree to perform this Agreement to the
same extent that the Company would be required to perform it if no succession had taken place. Failure of the Company to obtain an
assumption of this Agreement at or prior to the effectiveness of any succession shall be a breach of this Agreement and shall constitute Good
Reason if the Executive elects to terminate employment.

10. Amendment; Other Agreements. No provisions of this Agreement may be amended, modified, or discharged unless such amendment,
modification, or discharge is agreed to in writing and signed by Executive and such officer of the Company as may be specifically designated
by the Board. No agreements or representations, oral or otherwise, express or
implied, unless specifically referred to herein, with respect to the subject matter hereof have been made by either party which are not set forth
expressly in this Agreement.

11. Governing Law. The validity, interpretation, construction, and performance of this Agreement shall be governed by the laws of the
Commonwealth of Massachusetts (without regard to principles of conflicts of laws).
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12. Counterparts. This Agreement may be executed in several counterparts, each of which shall be deemed to be an original but all of which
together will constitute one and the same instrument.

13. Arbitration; Other Disputes. In the event of any dispute or controversy arising under or in connection with this Agreement, the parties
shall first promptly try in good faith to settle such dispute or controversy by mediation under the applicable rules of the American Arbitration
Association before resorting to arbitration. In the event such dispute or controversy remains unresolved in whole or in part for a period of 30
days after it arises, the parties will settle any remaining dispute or controversy exclusively by arbitration in Boston, Massachusetts, in
accordance with the rules of the American Arbitration Association then in effect. Judgment may be entered on the arbitrator's award in any
court having jurisdiction. Notwithstanding the above, the Company shall be entitled to seek a restraining order or injunction in any court of
competent jurisdiction to prevent any continuation of any violation of Section 7 of this Agreement. Furthermore, should a dispute occur
concerning Executive's mental or physical capacity as described in Subparagraph l(b) or 2(a), a doctor selected by Executive and a doctor
selected by
the Company shall be entitled to examine Executive. If the opinion of the Company's doctor and
Executive's doctor conflict, the Company's doctor and Executive's doctor shall together agree upon a third doctor, whose opinion shall be
binding.

14. Assignment. Neither the Company nor the Executive may make any assignment of this Agreement or any interest herein, by operation of
law or otherwise, without the prior written consent of the other party, and without such consent any attempted transfer shall be null and void
and of no effect. This Agreement shall inure to the benefit of and be binding upon the Company and the Executive, their respective
successors, executors, administrators, heirs and permitted assigns. In the event of the Executive's death prior to the completion by the
Company of all payments due him under this Agreement, the Company shall continue such payments to the Executive's beneficiary
designated in writing to the Company prior to his death (or to his estate, if the Executive fails to make such designation).

15. Litigation and Regulatory Cooperation. During and after Executive's employment, Executive shall reasonably cooperate with the
Company in the defense or prosecution of any claims or actions now in existence or which may be brought in the future against or on behalf
of the Company which relate to events or occurrences that transpired while Executive was employed by the Company; provided, however,
that such cooperation shall not materially and adversely affect Executive or expose Executive to an increased probability of civil or criminal
litigation. Executive's cooperation in connection with such claims or actions shall include, but not be limited to, being available to meet with
counsel to prepare for discovery or trial and to act as a witness on behalf of the Company at mutually convenient times. During and after
Executive's employment, Executive also shall cooperate fully with the Company in connection with any investigation or review of any
federal, state or local regulatory authority as any such investigation or review relates to events or occurrences that transpired while Executive
was employed by the Company. The Company shall also provide Executive with compensation on an hourly basis (to be derived from the
sum of his Base Salary) for requested litigation and
regulatory cooperation that occurs after his termination of employment, and reimburse Executive for all costs and expenses incurred in
connection with his performance under this Paragraph 15, including, but not limited to, reasonable attorneys' fees and costs.

16. Enforceability. If any portion or provision of this Agreement shall to any extent be declared illegal or unenforceable by a court of
competent jurisdiction, then the remainder of this Agreement, or the application of such portion or provision in circumstances other than those
as
to which it is so declared illegal or unenforceable, shall not be affected thereby, and each portion and provision of this Agreement shall be
valid and enforceable to the fullest extent permitted by law.

17. Waiver. No waiver of any provision hereof shall be effective unless made in writing and signed by the waiving party. The failure of any
party to require the performance of any term or obligation of this Agreement, or the waiver by any party of any breach of this Agreement,
shall not prevent any subsequent enforcement of such term or obligation or be deemed a waiver of any subsequent breach.
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18. Section 409A.

(a) It is intended that any compensation or benefits under this Agreement satisfy, to the greatest extent possible, the exemptions from
the application of Section 409 A of the Internal Revenue Code of 1986, as amended ("Section 409A") provided under Treasury Regulations
Sections l.409A-l(b)(4), and l.409A-l(b)(9), and this Agreement will be construed to the greatest extent possible as consistent with those
provisions, and to the extent not so exempt, this Agreement (and any definitions hereunder) will be construed in a manner that complies with
Section 409A. For purposes of Section 409A (including, without limitation, for purposes of Treasury Regulations Section l.409A-2(b)(2)(iii)),
the Executive's right to receive any installment payments under this Agreement (whether Severance Benefits or otherwise) shall be treated as a
right to receive a series of separate payments and, accordingly, each installment payment hereunder shall at all times be considered a separate
and distinct payment. Severance Benefits shall not commence until the Executive has a "separation from service" (as defined under Treasury
Regulation Section l.409A-l(h), without regard to any alternative definition thereunder, a "separation from service").

(b) Notwithstanding any provision to the contrary in this Agreement, if the Executive is deemed by the Company at the time of
termination to be a "specified employee" for purposes of Section 409A(a)(2)(B)(i), and if any of the payments set forth herein are deemed to
be "deferred compensation," then to the extent delayed commencement of any portion of such payments is required in order to avoid a
prohibited distribution under Section 409A(a)(2)(B)(i) and the related adverse taxation under Section 409 A, such payments shall not be
provided prior to the earliest of (i) the expiration of the six-month period measured from the Executive's employment termination, (ii) the date
of Executive's death or (iii) such earlier date as permitted under Section 409A without the imposition of adverse taxation. Upon the first
business day
following the expiration of such period, all payments deferred pursuant to this paragraph shall be
paid in a lump sum, and any remaining payments due shall be paid as otherwise provided herein. No interest shall be due on any amounts so
deferred.

(c) To the extent that any right to reimbursement of expenses or payment of any benefit in-kind under this Agreement constitutes
nonqualified deferred compensation (within the meaning of Section 409A of the Code), (i) any such expense reimbursement shall be made by
the Company no later than the last day of the taxable year following the taxable year in which such expense was incurred by Executive, (ii) the
right to reimbursement or in-kind benefits shall not
be subject to liquidation or exchange for another benefit, and (iii) the amount of expenses eligible for reimbursement or in-kind benefits
provided during any taxable year shall not affect the expenses eligible for reimbursement or in-kind benefits to be provided in any other
taxableyear; provided, that the foregoing clause shall not be violated with regard to expenses reimbursed under any arrangement covered by
Section 105(b) of the Code solely because such expenses are subject to a limit related to the period the arrangement is in effect.

(d) While the payments and benefits provided hereunder are intended to be structured in a manner to avoid the implication of any
taxes or related liability under Section 409 A of the Code. The parties agree that this Agreement may be amended, as reasonably requested by
either party, and as may be necessary to fully comply with Section 409A of the Code and all related rules and regulations in order to preserve
the payments and benefits provided hereunder without additional cost to either party.

(e) The Company makes no representation or warranty and shall have no liability to the Executive or any other person if any
provisions of this Agreement are determined to constitute deferred compensation subject to Section 409A of the Code but do not satisfy an
exemption from, or the conditions of, such Section.
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IN WITNESS WHEREOF, the parties have executed this Agreement effective on the date and year first above written.

CIRCOR INTERNATIONAL, INC.

By: /s/ Scott A. Buckhout
Scott A. Buckhout
President & CEO

By: /s/ Arjun Sharma
Arjun Sharma

Senior Vice President, Business Development
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SEVERANCE AGREEMENT    

This Severance Agreement (the "Agreement") is made and entered into as of
April 25, 2017 by and between CIRCOR International, Inc. ("CIRCOR" or "Company") and Erik Wiik (the "Executive").

WHEREAS, CIRCOR presently employs the Executive. in which capacity the Executive serves as Group President, Energy and
as an officer and/or director of other direct and indirect subsidiaries of the Company; and

WHEREAS, the Company desires to provide severance compensation to the Executive upon the occurrence of certain events;
and

WHEREAS, in exchange for the severance compensation provided for under this Agreement, Executive agrees to certain non-
competition and non-solicitation covenants as set forth herein,

NOW, THEREFORE, in consideration of the foregoing and the mutual promises of the parties herein contained, and for other
good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the Company and the Executive hereby
covenant and agree with each other as follows:

1. Definitions. For purposes of the Agreement, the following terms shall have the following meanings:

(a) "Accrued Benefits" shall mean (i) all accrued but unpaid Base Salary through the Date of Termination of Executive's
employment (including any accrued vacation) at the rate in effect at the time Notice of Termination is given, (ii) any unpaid or
unreimbursed expenses incurred in accordance with Company policies, (iii) accrued but unused vacation days through

the Date of Termination of Executive's employment determined as per the Company's vacation policy, and (iv) any amounts that
are accrued and vested under any Company plan or policy as of

the Date of Termination,

(b) "Base Salary" shall mean the Executive's annual base salary.

(c) ..Disability" shall mean, as a result of Executive's incapacity due to physical or mental illness, Executive shall have been
absent from his duties with the Company on a full-time basis for 180 calendar days in the aggregate in any twelve month period.

(d) "For Cause" shall mean: (i) conduct by Executive constituting a material act of willful misconduct in connection with the
performance of his duties, including, without limitation, misappropriation of funds or property of the Company or any of its affiliates
other than the occasional, customary and de minimis use of Company property for personal purposes; (ii) criminal or civil conviction of
Executive, a plea of nolo contendere by Executive or conduct by Executive that would reasonably be expected to result in material injury
to the reputation of the Company if he were retained in his position with the Company, including, without limitation, conviction of a
felony involving moral turpitude; (iii) continued, willful and deliberate non-
performance by Executive of his duties hereunder (other than by reason of Executive's physical or mental illness, incapacity or
disability) which has continued for more than thirty (30) days following written notice of such non-performance from the Board of
Directors of the Company (the "Board''); or (iv) a violation by Executive of the Company's employment policies which has continued
following written notice of such violation from the Board.

(e) "Good Reason" shall mean that Executive has complied with the "Good Reason Process" (hereinafter defined) following the
occurrence of any of the following events: (a) a
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material diminution or other material adverse change, not consented to by Executive, in the nature or scope of Executive's
responsibilities, authorities, powers, functions or duties; Co) an involuntary material reduction in Executive's Base Salary except for
across-the-board reductions similarly affecting all or substantially all management employees; (c) a material breach of this Agreement
by the Company; or (d) a material change in the geographic location at which the Executive provides services to the Company,

"Good Reason Process" shall mean that (i) Executive reasonably determines in good faith that a "Good Reason" event has
occurred; (ii) Executive notifies the Company in writing of the occurrence of the Good Reason event within 60 days of such occurrence;
(iii) Executive reasonably cooperates in good faith with the Company' s efforts following such notice (the "Cure Period"), to promptly
remedy the condition; (iv) notwithstanding such efforts, the Good Reason event continues to exist; and (v) the Executive terminates his
employment within 60 days after the end of the Cure Period. If the Company cures the Good Reason event during the Cure Period, Good
Reason shall be deemed not to have occurred.

(f) "Severance Benefits" shall mean the payments described in Section 2(c) of this Agreement.

2. Post Termination Payments.

(a) Termination by the Company For Cause Death or Disability. Upon termination of the Executive's employment by the
Company for Cause, death, or Disability, the Company shall, through the Date of Termination (hereinafter defined), pay Executive the
Accrued Benefits. Thereafter, the Company shall have no further obligations to Executive except as otherwise expressly provided under
this Agreement or as required by law.

(b) Termination by the Executive other than for Good Reason. If Executive's employment is terminated by the Executive other
than for Good Reason, then the Company shall, through the Date of Termination, pay Executive the Accrued Benefits. Thereafter, the
Company shall have no further obligations to Executive except as otherwise expressly provided under this Agreement.

(o) Termination by the Company Other Than for Cause, Death or Disability or by the Executive for Goo4 Reason. If Executive's
employment is terminated (i) by the Company other than For Cause or Executive's death or Disability or (ii) by the Executive for Good
Reason, then the Company shall, through the Date of Termination, pay Executive the Accrued Benefits. Subject to Section 2(d) and
Section 18 below, the Executive shall also receive the following Severance Benefits:

(i) a lump sum payment equal to the Executive's current Base Salary in effect during the fiscal year in which such termination
occurs payable in a single lump sum payment as soon as administratively practicable (but not later than sixty. (60) days) following such
Date of Termination;

(ii) a lump sum payment equal to the product of (A) the amount of the annual short-term bonus that would have been payable to
the Executive if the Executive was still employed as of December 31st of the then current fiscal year in respect of the fiscal year in
which employment termination occurs based on actual performance as compared to performance goals, and (B) the ratio of (x) the
number of days elapsed during the fiscal year during which such termination of employment occurs on or prior to the date of such
termination to (y) 365, payable as of the same time as annual short-term bonuses are paid to other senior executives; and

(iii) subject to the Executive's election of COBRA rights, monthly payment of an amount equal to the employer's cost coverage
in accordance with its contribution percentage toward medical and dental coverage for active employees immediately prior to the Date of
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Termination for twelve (12) months after such termination; provided, however, that the installment payments under this Section 2(c)(iii)
shall cease on the first day of the month immediately following the month that the Executive no longer qualifies for continued COBRA
coverage for any reason, including but not limited to the Executive's failure to pay the Executive's portion of the COBRA cost or the
Executive becoming eligible for medical/dental insurance under another group health insurance plan (as defined by COBRA):
Notwithstanding the foregoing, if the Company determines, in its sole discretion, that it cannot pay the foregoing installment payments
without a substantial risk of violating applicable law (including, without limitation, Section 2716 of the Public Health Service Act}, the
Company shall be entitled to amend this Section 2(c)(iii) in order to preserve the value of such installment payments to the Executive
without additional cost to either party.

(d) Required Release The payment of the Severance Benefits shall be conditioned upon the Executive's execution, delivery to the
Company, and non-revocation of the release of claims, in a form reasonably acceptable to the Company (and the expiration of any
revocation period contained in such release of claims) within sixty (60) days following the date of Executive's termination of
employment hereunder. If the Executive fails to execute the release of claims in such a timely manner so as to permit any revocation
period to expire prior to the end of such sixty (60) day period, or timely revokes the Executive's execution of such release following its
execution, the Executive shall not be entitled to any of the Severance Benefits. Further, to the extent that any of the Severance Benefits
constitutes "nonqualified deferred compensation" for purposes of Section 409A of the Code, any payment of any amount or provision of
any benefit otherwise scheduled to occur prior to the sixtieth (60th) day following termination of the Executive's employment hereunder,
but for the condition on executing the release of claims as set forth herein, shall not be made until the first (1st) regularly scheduled
payroll date following such sixtieth (60th) day, after which any remaining Severance Benefits shall thereafter be provided to Executive
according to the applicable schedule set forth herein (and the first payment shall include any portion of the Severance Benefits, and any
such other payments or benefits, that would have been paid during such sixty (60) day period).

(e) Termination Covered Under Executive Change of Control Agreement. If Executive's employment is terminated under
circumstances that would afford Executive certain rights wider the Executive Change of Control Agreement currently in effect between
the Company and Executive (or any successor agreement), the provisions of the Executive Change of Control Agreement shall govern
and this Agreement shall have no force and effect, it being intended that the Executive Change of Control Agreement shall govern the
rights and obligations of the parties in the event of a termination covered under the Executive Change of Control Agreement and this
Agreement shall govern the rights and obligations of the parties in the event of any other termination,

3. Notice of Termination. Any termination of Executive's employment by the Company or any such termination by Executive shall be
communicated by written Notice of Termination to the other party hereto. For purposes of this Agreement, a "Notice of Termination"
shall mean a notice that indicates the specific termination provision in this Agreement relied upon.

4. Date of Termination. The "Date of Termination'' shall be the date on which Notice of Termination is provided by either party or such
later date as may be specified in such Notice of Termination.

5. Withholding. All payments made to the Executive under this Agreement shall be net of any tax or other amounts required to be
withheld by the Company under applicable law.

6. No Mitigation. The Company agrees that. if the Executive's employment by the Company is terminated during the term of this
Agreement, the Executive is not required to seek other employment or to attempt in any way to reduce any amounts payable to the
Executive by the
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Company pursuant to any provision of this Agreement, including any payment wider Section 2. Further, except as otherwise provided
herein, the amount of any payment provided for in this Agreement shall not be reduced by any compensation earned by the Executive as
the result of employment by another employer, by retirement benefits, by offset against any amount claimed to be owed by the Executive
to the Company or otherwise.

7. Non-Competition and Non-Solicitation Covenants; Confidentiality. In consideration of the benefits afforded the Executive under the
terms provided in this Agreement, Executive agrees that

(a) during the term of Executive's employment with the Company and for a period of twelve (12) months thereafter, regardless of
the reason for termination of employment, Executive will not, directly or indirectly, as an owner, director, principal, agent, officer,
employee, partner, consultant, servant, or otherwise, carry on, operate, manage, control, or become involved in any manner with any
business, operation, corporation, partnership, association, agency, or other person or entity which is engaged in a business that is
competitive with any of the Company's or its affiliates' products which are produced by the Company or its affiliates as of the date of
Executive's termination of employment with the Company, in any area or territory in which the Company or any affiliate conducts
operations; provided, however, that the foregoing shall not prohibit Executive from owning up to one percent (1 %) of the outstanding
stock of a publicly held company engaged in the Fluid-Control Industry; and

(b) during the term of Executive's employment with the Company and for a period of twelve (12) months thereafter, regardless of
the reason for termination of employment, Executive will not directly or indirectly solicit or induce any present or future employee of the
Company or any affiliate to accept employment with Executive or with any business, operation, corporation, partnership, association,
agency, or other person or entity with which Executive may be associated, and Executive will not employ or cause any business,
operation, corporation. partnership, association, agency, or other person or entity with which Executive may be associated to employ any
present or future employee of the Company or its affiliates without providing the Company with ten (10) days' prior written notice of
such proposed employment.

(c) in the course of Executive's employment with the Company (and, if applicable, its predecessors), Executive has been allowed
to become, and will continue to be allowed to become, acquainted with the Company's business affairs, information, trade secrets, and
oth matters which are of a proprietary or confidential nature, including but not limited to the Company's and its affiliates' and
predecessors' operations, business opportunities, price and cost information, finance, customer information, business plans, various sales
techniques, manuals, letters, notebooks, procedures, reports, products, processes, services, and other confidential information and
knowledge (collectively the "Confidential Information) concerning the Company's and its affiliates' and predecessors' business. The
Company agrees to provide on an ongoing basis such Confidential Information as the Company deems necessary or desirable to aid
Executive in the performance of his duties. Executive understands and acknowledges that such Confidential Information is confidential,
and he agrees not to disclose such Confidential Information to anyone outside the Company except to the extent that (i) Executive deems
such disclosure or use reasonably necessary or appropriate in connection with performing his duties on behalf of the Company, (ii)
Executive is required by order of a court of competent jurisdiction (by subpoena or similar process) to disclose or discuss any
Confidential Information, provided that in such case, Executive shall promptly inform the Company, as appropriate, of such event, shall
cooperate with the Company, as appropriate, in attempting to obtain a protective order or to otherwise restrict such disclosure, and shall
only disclose Confidential Information to the minimum extent necessary to comply with any such court order; (iii) such Confidential
Information becomes generally known to and available for use in the Company's industry (the "Fluid-Control Industry"), other than as a
result of any action or inaction by Executive; or (iv) such information has been rightfully received by a member of the Fluid-Control
Industry or has been published in a form generally available to the Fluid-Control Industry prior to the date
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Executive proposes to disclose or use such information, Executive further agrees that he will not during employment and/or at any time
thereafter use such Confidential Information in competing, directly 01· indirectly, with the Company. At such time as Executive shall
cease to be employed by the Company, he will immediately tum over to the Company, all Confidential Information, including papers,
documents, writings, electronically stored information, other property, and all copies of them provided to or created by him during the
course of his employment with the Company. The provisions of this Paragraph 7(c) shall survive termination of this Agreement for any
reason.

Should Executive violate any of the provisions of paragraphs 7(a) or (b), then in addition to all other rights and remedies available to the
Company at Jaw or in equity, the duration of this covenant shall automatically be extended for the period of time from which Executive
began such violation until he permanently ceases such violation, the Severance Benefits shall cease and the Company shall be entitled to
recovery previously paid Severance Benefits.

8. Notice. For purposes of this Agreement, notices and all other communications provided for in the Agreement shall be in writing and
shall be deemed to have been duly given when delivered or mailed by United States certified mail, return receipt requested, postage
prepaid, addressed as follows:

If to the Executive:

At Executive's home address as shown in the Company's personnel records;

If to the Company:

CIRCOR International, Inc.
30 Corporate Drive, Suite 200
Burlington, MA 01803
Attn: President & CEO
Attn: Vice President-Human Resources

or to such other address as either party may have furnished to the other in writing in accordance herewith, except that notices of change
of address shall be effective only upon receipt.

9. Successor to Company. The Company shall require any successor (whether direct or indirect, by purchase, merger, consolidation or
otherwise) to all or substantially all of the business or assets of the Company expressly to assume and agree to perform this Agreement
to the same extent that the Company would be required to perform it if no succession had taken place. Failure of the Company to obtain
an assumption of this Agreement at or prior to the effectiveness of any succession shall be a breach of this Agreement and shall
constitute Good Reason if the Executive elects to terminate employment.

10. Amendment; Other Agreements. No provisions of this Agreement may be amended, modified, or discharged unless such
amendment, modification, or discharge is agreed to in writing and signed by Executive and such officer of the Company as may be
specifically designated by the Board. No agreements or representations, oral or otherwise, express or implied, unless specifically referred
to herein, with respect to the subject matter hereof have been made by either party which are not set forth expressly in this Agreement.

11. Governing Law. The validity, interpretation, construction, and performance of this Agreement shall be governed by the laws of the
Commonwealth of Massachusetts (without regard to principles of conflicts of laws).
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12. Counterparts. This Agreement may be executed in several counterparts, each of which shall be deemed to be an original but all of
which together will constitute one and the same instrument.

13. Arbitration; Other Disputes. In the event of any dispute or controversy arising under or in connection with this Agreement, the
parties shall fast promptly try in good faith to settle such dispute or controversy by mediation under the applicable rules of the American
Arbitration Association before resorting to arbitration. In the event such dispute 01· controversy remains unresolved in whole or in part
for a period of30 days after it arises, the parties will settle any remaining dispute or controversy exclusively by arbitration in Boston,
Massachusetts, in accordance with the rules of the American Arbitration Association then in effect. Judgment may be entered on the
arbitrator's award in any court having jurisdiction. Notwithstanding the above, the Company shall be entitled to seek a restraining order
or injunction in any court of competent jurisdiction to prevent any continuation of any violation of Section 7 of this Agreement.
Furthermore, should a dispute occur concerning Executive's mental or physical capacity as described in Subparagraph l(b) or 2(a), a
doctor selected by Executive and a doctor selected by the Company shall be entitled to examine Executive. If the opinion of the
Company's doctor and Executive's doctor conflict, the Company's doctor and Executive's doctor shall together agree upon a third doctor,
whose opinion shall be binding.

14. Assignment Neither the Company nor the Executive may make any assignment of this Agreement or any interest herein, by
operation of law or otherwise, without the prior written consent of the other party, and without such consent any attempted transfer shall
be null and void and of no effect. This Agreement shall inure to the benefit of and be binding upon the Company and the Executive, their
respective successors, executors, administrators, heirs and permitted assigns. In the event of the Executive's death prior to the completion
by the Company of all payments due him under this Agreement, the Company shall continue such payments to the Executive's
beneficiary designated In writing to the Company prior to his death (or to his estate, if the Executive fails to make such designation).

15. Litigation and Regulatory Cooperation. During and after Executive's employment, Executive shall reasonably cooperate with the
Company in the defense or prosecution of any claims or actions now in existence or which may be brought in the future against or on
behalf of the Company which relate to events or occurrences that transpired while Executive was employed by the Company; provided,
however, that such cooperation shall not materially and adversely affect Executive or expose Executive to an increased probability of
civil or criminal litigation. Executive's cooperation in connection with such claims or actions shall include, but not be limited to> being
available to meet with counsel to prepare for discovery or trial and to act as a witness on behalf of the Company at mutually convenient
times. During and after Executive's employment, Executive also shall cooperate fully with the Company in connection with any
investigation or review of any federal, state or local regulatory authority as any such investigation or review relates to events or
occurrences that transpired while Executive was employed by the Company. The Company shall also provide Executive with
compensation on an hourly basis (to be derived from the sum of his Base Salary) for requested litigation and regulatory cooperation that
occurs after his termination of employment, and reimburse Executive for all costs and expenses incurred in connection with his
performance under this Paragraph 15, including, but not limited to, reasonable attorneys' fees and costs.

16. Enforceability. If any portion or provision of this Agreement shall to any extent be declared illegal or unenforceable by a court of
competent jurisdiction, then the remainder of this Agreement, or the application of such portion or provision in circumstances other than
those as to which it is so declared illegal or unenforceable, shall not be affected thereby, and each portion and provision of this
Agreement shall be valid and enforceable to the fullest extent permitted by law.

17. Waiver. No waiver of any provision hereof shall be effective unless made in writing and signed by the waiving party. The failure of
any party to require the performance of any term or
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obligation of this Agreement, or the waiver by any party of any breach of this Agreement, shall not prevent any subsequent enforcement
of such term or obligation or be deemed a waiver of any subsequent breach.

18. Section 409A.

(a) It is intended that any compensation or benefits under this Agreement satisfy, to the greatest extent possible, the exemptions
from the application of Section 409A of the Internal Revenue Code of 1986, as amended ("Section 409N') provided wider Treasury
Regulations

Sections 1.409A-l(b)(4), and 1.409A-l(b)(9), and this Agreement will be construed to the greatest extent possible as consistent
with those provisions, and to the extent not so exempt, this Agreement (and any definitions hereunder) will be construed in a manner that
complies with Section 409A. For purposes of Section 409A (including, without limitation, for purposes of Treasury Regulations Section
l .409A-2(b )(2)(iii)), the Executive's right to receive any installment payments under this Agreement (whether Severance Benefits or
otherwise) shall be treated as a right to receive a series of separate payments and, accordingly, each installment payment hereunder shall
at all times be considered a separate and distinct payment. Severance Benefits shall not commence until the Executive has a "separation
from service" (as defined wider Treasury Regulation Section 1.409A-l(h), without regard to any alternative definition thereunder, a
"separation from service").

(b) Notwithstanding any provision to the contrary in this Agreement, if the Executive is deemed by the company at the time of
termination to be a "specified employee" for purposes of Section 409A(a)(2)(B)(i), and if any of the payments set forth herein are
deemed to be "deferred compensation," then to the extent delayed commencement of any portion of such payments is required in order
to avoid a prohibited distribution under Section 409A(a)(2)(B)(i) and the related adverse taxation under Section 409A, such payments
shall not be provided prior to the earliest of (i) the expiration of the six-month period measured from the Executive's employment
termination, (ii) the date of Executive's death or (iii) such earlier date as permitted under Section 409A without the imposition of adverse
taxation. Upon the first business day following the expiration of such period, all payments deferred pursuant to this paragraph shall be
paid in a lump sum, and any remaining payments due shall be paid as otherwise provided herein.

No interest shall be due on any amounts so deferred.

(c) To the extent that any right to reimbursement of expenses or payment of any benefit in-kind under this Agreement constitutes
nonqualified deferred compensation (within the meaning of Section 409A of the Code), (i) any such expense reimbursement shall be
made by the Company no later than the last day of the taxable year following the taxable year in which such expense was incurred by
Executive, (ii) the right to reimbursement or in-kind benefits shall not be subject to liquidation or exchange for another benefit. and (iii)
the amount of expenses eligible for reimbursement or in-kind benefits provided during any taxable year shall not affect the expenses
eligible for reimbursement or in-kind benefits to be provided in any other taxable year; provided. that the foregoing clause shall not be
violated with regard to expenses reimbursed under any arrangement covered by Section 105(b) of the Code solely because such expenses
are subject to a limit related to the period the arrangement is in effect.

(d) While the payments and benefits provided hereunder are intended to be structured in a manner to avoid the implication of any
taxes or related liability under Section 409A of the Code. The parties agree that this Agreement may be amended, as reasonably
requested by either party, and as may be necessary to fully comply with Section 409A of the Code and all related rules and regulations in
order to preserve the payments and benefits provided hereunder without additional cost to either party.

(e) The Company makes no representation or warranty and shall have no liability to the Executive or any other person if any
provisions of this Agreement are determined to constitute
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deferred compensation subject to Section 409A of the Code but do not satisfy an exemption from, or the conditions of, such Section.

IN WI1NESS WHEREOF, the parties have executed this Agreement effective on the date and year first above written,

CIRCOR INTERNATIONAL. INC.

By: /s/ Scott A. Buckhout
Scott A. Buckhout
President & CEO

By: /s/ Erik Wiik
Erik Wiik

Group President, Energy
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Exhibit 31.1
CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Scott A. Buckhout, certify that:

1. I have reviewed this quarterly report on Form 10-Q of CIRCOR International, Inc.;

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

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

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

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

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

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

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter
(the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s
internal control over financial reporting; and

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

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

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

April 28, 2017 Signature: /s/ Scott A. Buckhout

  Scott A. Buckhout

  President and Chief Executive Officer



Exhibit 31.2
CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Rajeev Bhalla, certify that:

1. I have reviewed this quarterly report on Form 10-Q of CIRCOR International, Inc.;

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

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

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

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

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

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

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter
(the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s
internal control over financial reporting; and

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

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

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

April 28, 2017 Signature: /s/ Rajeev Bhalla

  Rajeev Bhalla

  Executive Vice President, Chief Financial Officer



Exhibit 32
CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

The undersigned officers, who are the Chief Executive Officer and Chief Financial Officer of CIRCOR International, Inc. (the “Company”), each hereby certifies to
the best of his knowledge, that the Company’s quarterly report on Form 10-Q to which this certification is attached (the “Report”), as filed with the Securities and Exchange
Commission on the date hereof, fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act of 1934, as amended, and that the
information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
 

   

/s/ Scott A. Buckhout  /s/ Rajeev Bhalla

Scott A. Buckhout  Rajeev Bhalla

President and Chief Executive Officer  Executive Vice President, Chief Financial Officer

Principal Executive Officer  Principal Financial Officer

   

April 28, 2017  April 28, 2017


