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12. Debt  

Long-term debt consisted of the following:  

December 31,
2008 2007

Term A notes (senior bank debt) 96,250$       -$                 
Term B notes (senior institutional notes) -                   176,678       
Term C notes (senior euro-denominated institutional notes) -                   28,606         
Capital leases and other 871              1,209           

Total debt 97,121         206,493       

Less-current portion Term A (5,000)          -                   
Less-current portion Term B -                   (1,785)          
Less-current portion Term C -                   (397)             
Less-current portion capital leases and other (420)             (458)             

91,701$       203,853$    
 

On May 13, 2008, coinciding with the closing of the IPO, the Company terminated its existing credit facility. There 
were no material early termination penalties incurred as a result of the termination. Deferred loan costs of $4.6 million 
were written off in connection with this termination.  On the same day, the Company entered into a new credit 
agreement (the Credit Agreement).  The Credit Agreement, led by Banc of America Securities LLC and administered by 
the Bank of America, is a senior secured structure with a $150.0 million revolver and a Term A Note of $100.0 million.   

The Term A Note bears interest at LIBOR plus a margin ranging from 2.25% to 2.75% determined by the total 
leverage ratio calculated at quarter end. At December 31, 2008, the interest rate was 2.71% inclusive of 2.25% margin.  
The Term A Note, as entered into on May 13, 2008, has $1.25 million due on a quarterly basis on the last day of each 
March, June, September and December beginning with June 30, 2008 and ending March 31, 2010, $2.5 million due on a 
quarterly basis on the last day of each March, June, September and December beginning with June 30, 2010 and ending 
March 31, 2013, and one installment of $60.0 million payable on May 13, 2013. 

The $150.0 million revolver contains a $50.0 million letter of credit sub-facility, a $25.0 million swing line loan 
sub-facility and a €100.0 million sub-facility.  The annual commitment fee on the revolver ranges from 0.4% to 0.5% 
determined by the total leverage ratio calculated at quarter end. At December 31, 2008, the commitment fee was 0.4% 
and there was $16.7 million outstanding on the letter of credit sub-facility, leaving approximately $130 million available 
under the revolver loan.  

Substantially all assets and stock of the Company’s domestic subsidiaries and 65% of the shares of certain European 
subsidiaries are pledged as collateral against borrowings under the Credit Agreement. Certain European assets are 
pledged against borrowings directly made to our European subsidiary. The Credit Agreement contains customary 
covenants limiting the Company’s ability to, among other things, pay cash dividends, incur debt or liens, redeem or 
repurchase Company stock, enter into transactions with affiliates, make investments, merge or consolidate with others or 
dispose of assets. In addition, the Credit Agreement contains financial covenants requiring the Company to maintain a 
total leverage ratio of not more than 3.25 to 1.0 and a fixed charge coverage ratio of not less than 1.50 to 1.0, measured 
at the end of each quarter. If the Company does not comply with the various covenants under the Credit Agreement and 
related agreements, the lenders may, subject to various customary cure rights, require the immediate payment of all 
amounts outstanding under the Term A Note and revolver and foreclose on the collateral. The Company is in compliance 
with all such covenants as of December 31, 2008.  
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The Company’s prior credit agreement, as amended, was a senior secured structure with a $50.0 million revolver, a 
Term B Note of $176.7 million and a Term C note of €19.5 million. On December 31, 2007, there was $205.3 million 
outstanding on the Term B and Term C loan facilities, no outstanding balance on the revolving lines of credit, and $18.7 
million on the letter of credit sub-facility. The weighted-average interest rate at December 31, 2007 was 7.4%. 

The future aggregate annual maturities of long-term debt and annual principal payments for capital leases at 
December 31, 2008 are:  
  

Debt Capital Leases Total Debt

2009 5,000$              420$                 5,420$              
2010 8,750                440                   9,190                
2011 10,000              6                       10,006              
2012 10,000              4                       10,004              
2013 62,500              1                       62,501              

Total 96,250$           871$                 97,121$           
 

13. Shareholders’ Equity 

 Preferred Stock 

The holders of the preferred stock were entitled to receive dividends in preference to any dividend on the common 
stock at the rate of LIBOR plus 2.50% per annum, when and if declared by the Company’s board of directors. Dividends 
of $3.5 million, $12.2 million, $13.7 million and $9.2 million were declared on May 12, 2008, December 31, 2007, 
May 15, 2007 and December 31, 2005, respectively.  These amounts were paid immediately prior to the consummation 
of the Company’s IPO on May 13, 2008.  The holders of the preferred stock did not have voting rights except in certain 
corporate matters involving the priority and payment rights of such shares. 

On May 13, 2008, pursuant to the amended articles of incorporation, the preferred stock was automatically 
converted into shares of common stock upon the closing of the IPO, determined by dividing the original issue price of 
the preferred shares by the issue price of the common shares at the offering date. 

Stock Split 

 On April 21, 2008, the Company’s board of directors approved a restatement of capital accounts of the 
Company through an amendment of the Company’s certificate of incorporation to provide for a stock split to convert 
each share of common stock issued and outstanding into 13,436.22841 shares of common stock.  The consolidated 
financial statements give retroactive effect as though the stock split occurred for all periods presented. 

Issuance of Common Stock 

On May 13, 2008, the Company completed its IPO of 21,562,500 shares of common stock at a per share price of 
$18.00. Of the 21,562,500 shares sold in the offering, 11,852,232 shares were sold by the Company and 9,710,268 
shares were sold by certain selling stockholders. The Company received net proceeds of approximately $193.0 million, 
net of the underwriter’s discount of $14.4 million and offering-related costs of $5.9 million. 

Results for the year ended December 31, 2008, include $57.0 million of nonrecurring costs associated with the IPO, 
including $10.0 million of share-based compensation and $27.8 million of special cash bonuses paid under previously 
adopted executive compensation plans, as well as $2.8 million of employer payroll taxes and other related costs.  It also 
included $11.8 million to reimburse the selling stockholders for the underwriting discount on the shares sold by them 
and the write off of $4.6 million of deferred loan costs associated with the early termination of a credit facility. 

Repurchases of Common Stock 

On November 5, 2008, the Company’s board of directors authorized the repurchase of up to $20 million (up to $10 
million per year in 2008 and 2009) of the Company’s common stock from time to time on the open market or in 
privately negotiated transactions.  The repurchase program is also being conducted pursuant to SEC Rule 10b5-1. The 
timing and amount of any shares repurchased will be determined by the Company’s management based on its evaluation 
of market conditions and other factors. The Company expects to fund any further repurchases using the Company’s 
available cash balances. 
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In the fourth quarter of 2008, the Company purchased 795,000 shares of its common stock for approximately $5.7 
million.  At December 31, 2008, the remaining stock repurchase authorization provided by the Company’s board of 
directors is $10 million, which is the annual limit of common stock repurchases that we can make pursuant to the 
Company’s Credit Agreement. 

Dividend Restrictions 

The Company’s Credit Agreement limits the amount of cash dividends and common stock repurchases the 
Company may make to a total of $10 million annually. 

Accumulated Other Comprehensive Income 

The components of accumulated other comprehensive income (loss) are as follows: 

December 31,
2008 2007

Foreign currency translation adjustment 7,771$         19,448$       
Net unrecognized pension and other post-retirement benefit costs (123,807)      (58,842)        
Unrealized losses on hedging activities (4,034)          -                   

Total accumulated other comprehensive loss (120,070)$   (39,394)$     
 

Share-Based Payments  

2001 Plan and 2006 Plan  

In 2001 and 2006, the board of directors implemented long-term cash incentive plans as a means to motivate 
senior management or those most responsible for the overall growth and direction of the Company. Certain executive 
officers participated in the Colfax Corporation 2001 Employee Appreciation Rights Plan (the 2001 Plan) or the 2006 
Executive Stock Rights Plan (the 2006 Plan).  

Generally, each of these plans provided the applicable officers with the opportunity to receive a certain percentage, 
in cash (or, with respect to the 2001 Plan only, in equity, at the determination of the Board of Directors), of the increase 
in value of the Company from the date of grant of the award until the date of the liquidity event.  

The 2001 Plan rights fully vested on the third anniversary of the grant date. The 2006 Plan rights vested if a 
liquidity event occurred prior to the expiration of the term of the plan. Amounts were only payable upon the occurrence 
of a liquidity event. The Board determined that the IPO qualified as a liquidity event for both plans. In conjunction with 
the IPO, the participants received a total of 557,597 shares of common stock and approximately $27.8 million in cash 
payments under the 2001 Plan and 2006 Plan and thereafter both plans terminated.  The Company recognized $10.0 
million of stock-based compensation expense associated with the 557,597 shares of common stock awarded and a related 
tax benefit of approximately $3.8 million. 
  

2008 Omnibus Incentive Plan  

The Company adopted the Colfax Corporation 2008 Omnibus Incentive Plan (the 2008 Plan) on April 21, 2008. 
The 2008 Plan provides the compensation committee of the board of directors’ discretion in creating employee equity 
incentives. Awards under the 2008 Plan may be made in the form of stock options, stock appreciation rights, restricted 
stock, restricted stock units, dividend equivalent rights, performance shares, performance units, and other stock-based 
awards. To date, 98% of the grants made pursuant to this plan were made on the IPO date, May 7, 2008.   

At December 31, 2008, the Company had issued stock-based awards that are described below. The Company 
accounts for the fair value of grants under the 2008 Plan in accordance with SFAS No. 123R, Share-Based Payment. 
Accordingly, $1.3 million of compensation cost and a deferred tax benefit of approximately $0.4 million was recognized 
for the year ended December 31, 2008.  

Stock Options  

Under the 2008 Plan, the Company may grant options to purchase common stock, with a maximum term of 10 
years at a purchase price equal to the market value of the common stock on the date of grant. Or, in the case of an 
incentive stock option granted to a 10% stockholder, the Company may grant options to purchase common stock with a 
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maximum term of 5 years, at a purchase price equal to 110% of the market value of the common stock on the date of 
grant. One-third of the options granted on the IPO date vest on each anniversary of the grant date and the options expire 
in seven years. 

Stock-based compensation expense for stock option awards was based on the grant-date fair value using the Black-
Scholes option pricing model. We recognize compensation expense for stock option awards on a ratable basis over the 
requisite service period of the award. Stock-based compensation expense for the stock option awards was approximately 
$0.6 million, for the period from the grant date to December 31, 2008.  

The following table shows the weighted-average assumptions we used to calculate fair value of stock option 
awards using the Black-Scholes option pricing model, as well as the weighted-average fair value of options granted.  
  

Year ended
December 31, 2008

Weighted-average assumptions used in Black-Scholes model: 
Expected period that options will be outstanding (in years) 4.50
Interest rate (based on U.S. Treasury yields at time of grant) 3.08%
Volatility 32.35%
Dividend yield -                                 

Weighted-average fair value of options granted $5.75
 

Expected volatility is estimated based on the historical volatility of comparable public companies. The Company 
uses historical data to estimate employee termination within the valuation model. Separate groups of employees that 
have similar historical exercise behavior are considered separately for valuation purposes. Since the Company does not 
have any option exercise history, it has elected to estimate the expected life of an award based upon the SEC-approved 
“simplified method” noted under the provisions of Staff Accounting Bulletin No. 107 with the continued use of this 
method extended under the provisions of Staff Accounting Bulletin No. 110. 

Stock option activity for the year ended December 31, 2008 is as follows:  
  

Weighted-
average

Shares under 
option

exercise 
price

Remaining 
contractual term

Aggregate 
intrinsic value

(Years)
Options outstanding at January 1, 2008 -                      -$                

Granted 531,999          17.94          
Exercised -                      -                  
Forfeited (17,008)           18.00          

Options outstanding at December 31, 2008 514,991          17.93$        6.36                    (3,885,304)$     

  
Since none of the outstanding stock options have vested, none of them are exercisable at December 31, 2008.  A 

summary of the status of nonvested shares as of and changes during the year ended December 31, 2008 is presented 
below:  
  

Nonvested shares Shares

Weighted-
average grant 
date fair value 

per share
Nonvested at January 1, 2008 -                           -$                         
Granted 531,999                5.75                      
Vested -                           -                           
Forfeited (17,008)                5.77                      
Nonvested at December 31, 2008 514,991                5.75                      

  

As of December 31, 2008, a total of approximately $2.2 million in unrecognized compensation cost related to 
stock options, net of estimated forfeitures, is expected to be recognized over a 2.36 year weighted-average period.  
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Performance-Based Awards  

Under the 2008 Plan, the compensation committee may award performance-based restricted stock and restricted 
stock units whose vesting is contingent upon meeting various performance goals. The fair value of each grant of 
performance-based restricted stock or restricted stock units is equal to the market value of a share of common stock on 
the date of grant and the compensation expense is recognized when it is expected that the performance goals will be 
achieved.   

During 2008, the Company granted 125,041 performance-based restricted stock units to selected executives and 
other key employees, 96% of which were awarded on the IPO date. The vesting of the stock units is determined based on 
whether the Company achieves the performance criterion during a three-year performance period beginning on the date 
of grant. The performance criteria will be achieved if during four consecutive calendar quarters during the performance 
period, the Company has earnings per share of at least $1.00. If the performance criterion are satisfied, the units are 
subject to additional time vesting requirements, by which units will vest fully in two equal installments on the fourth and 
fifth anniversary of the grant date, provided the individual remains an employee during this period.  

The Company believes it is probable that the performance criteria will be achieved and as such, has begun to 
recognize the compensation expense. The weighted average fair value of performance-based restricted stock units 
granted during 2008 was $17.89. Stock-based compensation expense for the performance-based restricted stock units 
was approximately $0.3 million, for the period from the grant date to December 31, 2008. As of December 31, 2008, 
there was approximately $1.8 million of total unrecognized compensation cost related to nonvested performance-based 
restricted stock units. That cost is expected to be recognized over a period of approximately 5.0 years.  

Other Restricted Stock and Restricted Stock Units  

Under the 2008 Plan, the compensation committee may award non-performance based restricted stock and 
restricted stock units to selected executives, key employees and outside directors. The compensation committee 
determines the terms and conditions of each award including the restriction period and other criteria applicable to the 
awards.  

In conjunction with the IPO, on May 7, 2008 the Company granted 39,969 employee restricted stock units and 
33,336 director restricted stock units. The employee restricted stock units vest either 100% at the 1st anniversary of the 
grant date or 50% at the 1st anniversary and 50% at the 2nd anniversary of the grant date. The director restricted stock 
units vest in three equal installments on each anniversary of the grant date over a 3-year period. Delivery of the shares 
underlying these director restricted stock units is deferred until termination of the director’s service on the Company’s 
board.  

The fair value of each restricted stock unit is equal to the market value of a share of common stock on the date of 
grant. The fair value of the units granted at the IPO date was $18.00. For non-performance based employee restricted 
stock units granted, stock-based compensation expense was approximately $0.3 million for the period from the grant 
date to December 31, 2008. As of December 31, 2008, there was approximately $0.4 million of total unrecognized 
compensation cost related to nonvested non-performance based employee restricted stock units. That cost is expected to 
be recognized over a period of 0.35 or 1.54 years.  
  

For director restricted stock units granted, stock-based compensation expense was approximately $0.1 million for 
the period from the grant date to December 31, 2008. As of December 31, 2008, there was approximately $0.5 million of 
total unrecognized compensation cost related to nonvested director restricted stock units. That cost is expected to be 
recognized over a period of 2.35 years. 

14. Financial Instruments  
 
The carrying values of financial instruments, including accounts receivable, accounts payable and other accrued 

liabilities, approximate their fair values due to their short-term maturities. The fair value of long-term debt is estimated 
to approximate the carrying amount based on current interest rates for similar types of borrowings. The estimated fair 
values may not represent actual values of the financial instruments that could be realized as of the balance sheet date or 
that will be realized in the future.  

 
On June 24, 2008, the Company entered into an interest rate swap with an aggregate notional value of $75 million 

whereby it exchanged its LIBOR-based variable rate interest for a fixed rate of 4.1375%.  The notional value decreases 
to $50 million and then $25 million on June 30, 2010 and June 30, 2011, respectively, and expires on June 29, 2012. The 
fair value of the swap agreement, based on third-party quotes, was a liability of $5.0 million at December 31, 2008.  The 
swap agreement has been designated as a cash flow hedge, and therefore changes in its fair value are recorded as an 
adjustment to other comprehensive income. There has been no ineffectiveness related to this arrangement since its 
inception. 
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Also on June 24, 2008, the Company entered into a cross currency swap denominated in Euro with an aggregate 
notional value of $27.3 million.  The notional value decreases ratably each month over the term of the agreement and 
expires on March 31, 2009. The fair value of the swap agreement, based on third-party quotes, was an asset of $1.0 
million at December 31, 2008. The swap agreement has been designated as a cash flow hedge, and therefore changes in 
its fair value are recorded as an adjustment to other comprehensive income.  There has been no ineffectiveness related to 
this arrangement since its inception. 

 
At December 31, 2008, the Company expects to reclassify $1.5 million of net losses on derivative instruments from 

accumulated other comprehensive income to earnings during the next twelve months. 
 
As of December 31, 2008 and 2007, the Company had copper and nickel futures contracts with notional values of 

$3.6 million and $4.2 million, respectively. The fair values of the contracts, based on third-party quotes, was a liability 
of $2.1 million and $0.4 million as of December 31, 2008 and 2007, respectively, and is recorded in “Other accrued 
liabilities” on the accompanying consolidated balance sheets. The Company has not elected hedge accounting for these 
contracts, and therefore changes in the fair value are recognized as a component of cost of sales.  

 
On July 1, 2005, the Company entered into an interest rate collar with an aggregate notional value of $90 million, 

whereby the Company exchanged its LIBOR based variable rate interest for a ceiling of 4.75% and a floor of 
approximately 3.40%. The LIBOR-based interest can vary between the ceiling and floor based on market conditions. 
The fair value of the collar agreement, based upon third-party quotes, was an asset of approximately $0.1 million as of 
December 31, 2007 and is recorded in “Deferred loan costs, pension and other assets” on the accompanying consolidated 
balance sheets. The Company did not elect hedge accounting for the collar agreement, and therefore changes in the fair 
value were recognized in income as a component of interest expense. The collar agreement expired on July 1, 2008. 

 
In 2001, as part of the demutualization of Prudential Insurance Company, the Company received 20,416 shares of 

Prudential common stock, which were classified as available for sale.  In 2006, the Company recorded a gain of $0.7 
million in selling, general and administrative expenses and unrealized gains of $0.7 million, net of $0.4 million tax 
expense, in other comprehensive income.  The Company received net proceeds of $1.8 million upon sale of all of the 
shares in 2007 and recorded a realized gain of $1.1 million in selling, general and administrative expenses. 

15. Concentration of Credit Risk  
 
In addition to interest rate swaps, financial instruments which potentially subject the Company to concentrations of 

credit risk consist primarily of trade accounts receivable.  
 
The Company performs credit evaluations of its customers prior to delivery or commencement of services and 

normally does not require collateral. Letters of credit are occasionally required for international customers when the 
Company deems necessary. The Company maintains an allowance for potential credit losses and losses have historically 
been within management’s expectations.  

 
The Company may be exposed to credit-related losses in the event of non-performance by counterparties to 

financial instruments. Counterparties to the Company’s financial instruments represent, in general, international financial 
institutions or well-established financial institutions.  

 
No one customer accounted for 10% or more of the Company’s sales in 2008, 2007 or 2006 or accounts receivable 

at December 31, 2008 or 2007.  

16. Related Party Transactions  
 
During 2008, 2007, and 2006, the Company paid a management fee of $0.5 million, $1.0 million, and $1.0 million, 

respectively, to Colfax Towers, a party related by common ownership, recorded in selling, general and administrative 
expenses. This arrangement was discontinued following the Company’s IPO in May 2008. 
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17. Operations by Geographical Area 
 
The Company’s operations have been aggregated into a single reportable operating segment for the design, 

production and distribution of fluid handling products. The operations of the Company on a geographic basis are as 
follows: 
 

2008 2007 2006
Net sales by origin:

United States 189,924$          173,713$          136,978$          
Foreign locations:

Germany 239,723            190,693            156,722            
Other European countries 157,801            129,961            92,306              
Asia 17,406              11,938              7,598                
Total foreign locations 414,930            332,592            256,626            

Total net sales 604,854$          506,305$          393,604$          

Operating (loss) income:
United States (46,716)$           77,284$            (12,297)$           
Europe 65,180              44,494              32,807              
Asia 1,106                1,195                (1,697)               
Canada (2,881)               302                   730                   

Total operating income 16,689$            123,275$          19,543$            

Net sales by shipping destination:
United States 133,387$          119,782$          112,103$          
Europe 305,941            239,556            192,430            
Asia and Australia 93,262              83,164              52,237              
Canada 17,041              10,946              8,898                
Central and South America 23,675              17,394              9,427                
Middle East and Africa 29,528              34,283              16,025              
Other 2,020                1,180                2,484                

Total net sales 604,854$          506,305$          393,604$          

Net sales by product:
Pumps, including aftermarket parts and service 533,859$          441,692$          360,016$          
Systems, including installation service 54,016              48,355              16,114              
Valves 9,991                9,537                11,292              
Other 6,988                6,721                6,182                

Total net sales 604,854$          506,305$          393,604$          

December 31,
2008 2007

Long-lived assets:
United States 427,433$          434,479$          
Foreign locations:

Germany 113,173            114,227            
Other European countries 13,491              12,239              
Asia 10,562              11,889              
Canada 132                   192                   
Total foreign locations 137,358            138,547            

Total long-lived assets 564,791$          573,026$          

Year ended December 31,
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18. Commitments and Contingencies  

Asbestos Liabilities and Insurance Assets  

Two of our subsidiaries are each one of many defendants in a large number of lawsuits that claim personal injury as 
a result of exposure to asbestos from products manufactured with components that are alleged to have contained 
asbestos. Such components were acquired from third-party suppliers, and were not manufactured by any of our 
subsidiaries nor were the subsidiaries producers or direct suppliers of asbestos. The manufactured products that are 
alleged to have contained asbestos generally were provided to meet the specifications of the subsidiaries’ customers, 
including the U.S. Navy.  

The subsidiaries settle asbestos claims for amounts management considers reasonable given the facts and 
circumstances of each claim. The annual average settlement payment per asbestos claimant has fluctuated during the past 
several years. Management expects such fluctuations to continue in the future based upon, among other things, the 
number and type of claims settled in a particular period and the jurisdictions in which such claims arise. To date, the 
majority of settled claims have been dismissed for no payment. 

Claims activity related to asbestos is as follows (1):  

2008 2007 2006

Claims unresolved at the beginning of the period 37,554         50,020         59,217         
Claims filed (2) 4,729           6,861           5,992           
Claims resolved (3) (6,926)          (19,327)        (15,189)        

Claims unresolved at the end of the period 35,357       37,554        50,020        

Average cost of resolved claims (4) 5,378$         5,232$         6,194$         

Year ended December 31,  

 

(1) Excludes claims filed by one legal firm that have been “administratively dismissed.”  
(2) Claims filed include all asbestos claims for which notification has been received or a file has been opened.  
(3) Claims resolved include asbestos claims that have been settled or dismissed or that are in the process of being 

settled or dismissed based upon agreements or understandings in place with counsel for the claimants. 
 (4) Average cost of settlement to resolve claims in whole dollars. These amounts exclude claims in Mississippi for 

which the majority of claims have historically been without merit and have been resolved for no payment. These 
amounts exclude any potential insurance recoveries. 

 
The Company has projected each subsidiary’s future asbestos-related liability costs with regard to pending and 

future unasserted claims based upon the Nicholson methodology. The Nicholson methodology is the standard approach 
used by most experts and has been accepted by numerous courts. This methodology is based upon risk equations, 
exposed population estimates, mortality rates, and other demographic statistics. In applying the Nicholson methodology 
for each subsidiary the Company performed: 1) an analysis of the estimated population likely to have been exposed or 
claim to have been exposed to products manufactured by the subsidiaries based upon national studies undertaken of the 
population of workers believed to have been exposed to asbestos; 2) the use of epidemiological and demographic studies 
to estimate the number of potentially exposed people that would be likely to develop asbestos-related diseases in each 
year; 3) an analysis of the subsidiaries’ recent claims history to estimate likely filing rates for these diseases; and 4) an 
analysis of the historical asbestos liability costs to develop average values, which vary by disease type, jurisdiction and 
the nature of claim, to determine an estimate of costs likely to be associated with currently pending and projected 
asbestos claims. The Company’s projections based upon the Nicholson methodology estimate both claims and the 
estimated cash outflows related to the resolution of such claims for periods up to and including the endpoint of asbestos 
studies referred to in item 2) above. It is the Company’s policy to record a liability for asbestos-related liability costs for 
the longest period of time that it can reasonably estimate.  

Projecting future asbestos-related liability costs is subject to numerous variables that are difficult to predict, 
including the number of claims that might be received, the type and severity of the disease alleged by each claimant, the 
latency period associated with asbestos exposure, dismissal rates, costs of medical treatment, the financial resources of 
other companies that are co-defendants in the claims, funds available in post-bankruptcy trusts, uncertainties surrounding 
the litigation process from jurisdiction to jurisdiction and from case to case, and the impact of potential changes in 
legislative or judicial standards, including potential tort reform. Furthermore, any projections with respect to these 
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variables are subject to even greater uncertainty as the projection period lengthens. These trend factors have both 
positive and negative effects on the dynamics of asbestos litigation in the tort system and the related best estimate of the 
Company’s asbestos liability, and these effects do not move in linear fashion but rather change over multiple year 
periods. Accordingly, the Company’s management monitors these trend factors over time and periodically assesses 
whether an alternative forecast period is appropriate. Taking these factors into account and the inherent uncertainties, the 
Company believes that it can reasonably estimate the asbestos-related liability for pending and future claims that will be 
resolved in the next 15 years and has recorded that liability as its best estimate. While it is reasonably possible that the 
subsidiaries will incur costs after this period, the Company does not believe the reasonably possible loss or range of 
reasonably possible loss is estimable at the current time. Accordingly, no accrual has been recorded for any costs which 
may be paid after the next 15 years. Defense costs associated with asbestos-related liabilities as well as costs incurred 
related to litigation against the subsidiaries’ insurers are expensed as incurred. 

The Company assessed the subsidiaries’ existing insurance arrangements and agreements, determined the 
applicability of insurance coverage for existing and expected future claims, analyzed publicly available information 
bearing on the current creditworthiness and solvency of the various insurers and employed such insurance allocation 
methodologies as the Company believed appropriate to ascertain the probable insurance recoveries for asbestos 
liabilities. The analysis took into account self-insurance reserves, policy exclusions, pending litigation, liability caps and 
gaps in the Company’s coverage, allocation agreements, indemnity arrangements with third-parties, existing and 
potential insolvencies of insurers as well as how legal and defense costs will be covered under the insurance policies.  

Each subsidiary has separate, substantial insurance coverage resulting from the independent corporate history of 
each entity. In its evaluation of the insurance asset, in addition to the criteria listed above, the Company used differing 
insurance allocation methodologies for each subsidiary based upon the state law that it believes will or is likely to apply 
for that subsidiary. 

For one of the subsidiaries, although presently no cost sharing or allocation agreement is in place with the 
Company’s excess insurers, the Company believes that based upon application of an insurance allocation methodology, 
which is used in certain states,  and in accordance with prevailing law, that recovery is probable from such insurers for 
approximately 67% of the liability and defense costs after the exhaustion of primary and umbrella layers of insurance. 
This allocation methodology, known as the “all sums” approach, allows the policyholder to select any policy year 
triggered by the claim. Under this methodology, each policy provides indemnity for all amounts that the insured 
becomes legally obligated to pay as damages, subject to the terms, conditions and limitations of the policy language. The 
Company uses this allocation methodology because it believes it is the most likely methodology to be applied based 
upon the terms of the policies and potentially applicable law. 

 In 2006, the primary insurer asserted that certain primary insurance policies contain deductibles and retrospective 
premium provisions. As a result, the Company had a reserve of $7.5 million recorded as a reduction to its asbestos 
insurance asset at December 31, 2007, for the probable and reasonably estimable liability the Company expected to pay 
related to these policy provisions.   The Company reimbursed the primary insurer for $7.6 million in deductibles and 
retrospective premiums in the fourth quarter of 2008 and has no further liability to the insurer under these provisions of 
the primary policies. 

Until recently, this subsidiary has had all of its liability and defense costs covered in full by its primary and 
umbrella insurance carrier.  This carrier has informed the subsidiary that the primary insurance policies are now 
exhausted.  In May 2008, the carrier provided notice that one of fourteen umbrella policies had exhausted and in October 
2008, notified the subsidiary that two additional umbrella policies had been exhausted. As a result, the carrier informed 
the subsidiary that in the future it will pay 78.6% (or 11/14ths) of liability costs but will continue to pay 100% of defense 
costs, subject to its prior reservation of rights to deny coverage for any claims that are not covered under the terms of the 
relevant policies. The carrier also informed the subsidiary that it would withhold payment of an additional one-
fourteenth share of the subsidiary’s liability costs for each umbrella policy that exhausts in the future. In addition to the 
primary and umbrella insurance coverage, there is a substantial amount of excess insurance coverage available from 
solvent carriers. 

In November 2008, the subsidiary entered into a settlement agreement with the primary and umbrella carrier 
governing all aspects of the carrier’s past and future handling of the asbestos related bodily injury claims against the 
subsidiary. As a result of this agreement, during the third quarter of 2008, the Company increased its insurance asset by 
$7.0 million attributable to resolution of a dispute concerning certain pre-1966 insurance policies and recorded a 
corresponding gain. The additional insurance will be allocated by the carrier to cover any gaps in coverage up to $7.0 
million resulting from exhaustion of umbrella policies and/or the failure of any excess carrier to pay amounts incurred in 
connection with asbestos claims. The primary and umbrella insurer is once again paying 100% of all liability and 
defense costs. 
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In 2003, the other subsidiary brought legal action against a large number of its insurers and its former parent to 

resolve a variety of disputes concerning insurance for asbestos-related bodily injury claims asserted against it.  Although 
none of these defendants insurance companies contested coverage, they disputed the timing, reasonableness and 
allocation of payments.  For this other subsidiary it was determined by court ruling in the fourth quarter of 2007, that the 
allocation methodology mandated by the New Jersey courts will apply.  This allocation methodology, referred to as the 
Carter-Wallace methodology, was applied in the New Jersey Supreme Court in the case of Carter-Wallace, Inc. v. 
Admiral Ins. Co., 154 N.J. 312 (N.J. 1998), which provides that the loss is allocated to each policy year based on the 
proportion of the policyholder’s total triggered coverage that was purchased in that year.  Based upon this ruling and 
upon a series of other favorable rulings regarding interpretation of certain policy provisions related to deductibles, the 
number of occurrences and the resulting calculation, the Company increased its expected recovery percentage to 87.5% 
from 75% of all liability costs recorded after September 28, 2007 and revalued its insurance asset at that date. Based 
upon further analysis of the Carter-Wallace allocation methodology, the subsidiary increased its expected recovery 
percent of future liability cost from 87.5% to 88.5% as of December 31, 2008. 

As of December 31, 2007, based upon (i) application of the New Jersey allocation model, (ii) court records 
indicating the court was likely to order insurers to reimburse the subsidiary for past costs, and (iii) the receipt of $58.0 
million in cash from certain insurers during the fourth quarter of 2007, the Company recorded a receivable for all past 
liability and defense cost, for which it believes recovery is probable.  The Special Allocation Master appointed by the 
court in this subsidiary's insurance coverage dispute has issued several recommendations to the trial court. These 
recommendations confirm that the subsidiary is entitled to its entire insurance asset and the losses are to be allocated to 
the various liability insurers in accordance with New Jersey law.  

In 2007 and 2008, certain insurance carriers agreed to settle with this subsidiary by reimbursing the subsidiary for 
amounts it paid for liability and defense costs as well as entering into formal agreements detailing the payments of future 
liability and defense costs in an agreed to allocation. In addition, a number of non-settling insurance carriers have paid 
significant amounts for liability and defense costs paid by the subsidiary in the past and continue to pay a share of costs 
as they are incurred.  Presently, certain insurers are paying approximately 22.7% of costs for current asbestos-related 
liability and defense costs as they are incurred.   

The following table sets forth the cash received from insurance carriers for the three years ended December 31, 
2008.  Cash characterized as past cost reduces the Company’s outstanding asbestos insurance receivables.  Cash 
characterized as future costs within the 15-year liability range relates to insurance policies that are triggered within the 
Company’s 15-year estimate of asbestos-related liability and were recorded as a reduction of the asbestos insurance 
asset.  Cash characterized as future cost outside the 15-year liability range relates to insurance policies which are not 
triggered within the Company’s 15-year estimate of asbestos-related liability and were recorded as income in asbestos 
liability and defense (income) costs.  

(Amounts in thousands)
2008 2007 2006

Past cost 1 34,301$          50,680$          -$                  
Future cost: 1

Within 15-year liability range 1 -                      6,341              -                    
Outside 15-year liability range 1 900                 8,430              -                    

1
Total insurance proceeds received 1 35,201$         65,451$         -$                  

Year ended December 31,

 

The Company has established reserves of $357.3 million and $376.2 million as of December 31, 2008 and 
December 31, 2007, respectively, for the probable and reasonably estimable asbestos-related liability cost it believes the 
subsidiaries will pay through the next 15 years.  It has also established recoverables of $304.0 million and $305.2 million 
as of December 31, 2008 and December 31, 2007, respectively, for the insurance recoveries that are deemed probable 
during the same time period. Net of these recoverables, the expected cash outlay on a non-discounted basis for asbestos-
related bodily injury claims over the next 15 years was $53.3 million and $71.0 million as of December 31, 2008 and 
December 31, 2007, respectively. In addition, the Company has recorded a receivable for liability and defense costs 
previously paid in the amount of $36.4 million and $44.7 million as of December 31, 2008 and December 31, 2007, 
respectively, for which insurance recovery is deemed probable.  The Company has recorded the reserves for the asbestos 
liabilities as “Accrued asbestos liability” and “Long-term asbestos liability” and the related insurance recoveries as 
“Asbestos insurance asset” and “Long-term asbestos insurance asset”.  The receivable for previously paid liability and 
defense costs is recorded in “Asbestos insurance receivable” in the accompanying consolidated balance sheets.  
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The (income) expense related to these liabilities and legal defense was $(4.8) million, net of estimated insurance 
recoveries, for the year ended December 31, 2008 compared to $(63.9) million and $21.8 million for the years ended 
December 31, 2007 and 2006, respectively.  Legal costs related to the subsidiaries’ action against their asbestos insurers 
were $17.2 million for the year ended December 31, 2008 compared to $13.6 million and $12.0 million for the years 
ended December 31, 2007 and 2006, respectively.    

Management’s analyses are based on currently known facts and a number of assumptions. However, projecting 
future events, such as new claims to be filed each year, the average cost of resolving each claim, coverage issues among 
layers of insurers, the method in which losses will be allocated to the various insurance policies, interpretation of the 
effect on coverage of various policy terms and limits and their interrelationships, the continuing solvency of various 
insurance companies, the amount of remaining insurance available, as well as the numerous uncertainties inherent in 
asbestos litigation could cause the actual liabilities and insurance recoveries to be higher or lower than those projected or 
recorded which could materially affect our financial condition, results of operations or cash flow.  

General Litigation   

One of our subsidiaries and its Canadian subsidiary were defendants in a lawsuit brought by KPMG, Trustee of the 
Estate of Stone Venepal Pulp, Inc., in the Supreme Court of British Columbia alleging negligence and breach of contract 
arising from the sale and subsequent repair of a steam turbine by its former Delaval Turbine Division and claiming 
damages. This matter was settled by the parties for C$9.0 million, which was paid on October 15, 2008. 

On June 3, 1997, one of our subsidiaries was served with a complaint in a case brought by Litton Industries, Inc. in 
the Superior Court of New Jersey which alleges damages in excess of $10.0 million incurred as a result of losses under a 
government contract bid transferred in connection with the sale of its former Electro-Optical Systems business. In the 
third quarter of 2004, this case was tried and the jury rendered a verdict of $2.1 million for the plaintiffs. Plaintiffs have 
argued that they are entitled to a refund of their attorney’s fees and costs of trial as a matter of law and contract. The 
subsidiary believes it is not obligated to pay these costs. In November 2006, the Court entered an Amended Final 
Judgment in favor of the plaintiffs in the amount of $8.9 million, including prejudgment interest. This amount plus 
accrued interest is recorded in “Other liabilities” in the accompanying consolidated balance sheets. The judgment is 
secured by a bond as well as a letter of credit under our existing credit facility. Both the subsidiary and the plaintiffs 
appealed. On January 28, 2008, the Appellate Division of the New Jersey Superior Court affirmed the total award and 
ordered a new trial on certain portions of the plaintiffs’ claim. The subsidiary and the plaintiffs each petitioned for 
certification of the judgment which was granted by the Supreme Court of New Jersey on May 15, 2008 and a hearing 
with oral argument occurred on December 2, 2008. The Supreme Court will issue an opinion at its convenience. The 
subsidiary intends to continue to defend this matter vigorously. 

One of our subsidiaries was a defendant in an action for rent brought by Corporate Property Associates, a former 
landlord of one of its facilities.  In March 2006, a jury found in part for the landlord, awarding $1.6 million for rent and 
$1.2 million in attorney’s fees. On April 2, 2008, the Court of Appeals for the 5th District of Texas at Dallas affirmed the 
trial court’s judgment.  In May 2008, the Company paid $2.8 million plus accrued interest to satisfy the judgment in full. 

In April 1999, the Company’s Imo Industries subsidiary resolved through a settlement the matter of Young v. Imo 
Industries Inc. that was pending in the United States District Court for the District of Massachusetts. This matter had 
been brought on behalf of a class of retirees of one of the subsidiary’s divisions relating to retiree health care 
obligations.  On June 15, 2005, a motion was filed seeking an order that certain of the features of the plan as 
implemented by the Company were in violation of the settlement agreement. On December 16, 2008, the parties 
executed a Memorandum of Understanding, memorializing the principal terms of a new settlement agreement that will 
resolve the litigation in its entirety.  As a result of the parties’ efforts in this regard, the case has been removed from the 
trial calendar, pending the filing of a final settlement agreement with the court.  The subsidiary is actively negotiating the 
Amended and Restated Settlement Agreement, which will supersede and replace the Stipulation and Agreement of 
Settlement and Dismissal of Claims entered into by the parties on November 30, 1998. At December 31, 2008, the 
Company recorded an accumulated post retirement benefit obligation of $2.4 million to other comprehensive income for 
the cost of resolution of this matter. 

The Company is also involved in various other pending legal proceedings arising out of the ordinary course of the 
Company’s business. None of these legal proceedings are expected to have a material adverse effect on the financial 
condition, results of operations or cash flow of the Company. With respect to these proceedings and the litigation and 
claims described in the preceding paragraphs, management of the Company believes that it will either prevail, 
has adequate insurance coverage or has established appropriate reserves to cover potential liabilities. Any costs that 
management estimates may be paid related to these proceedings or claims are accrued when the liability is considered 
probable and the amount can be reasonably estimated. There can be no assurance, however, as to the ultimate outcome 
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of any of these matters, and if all or substantially all of these legal proceedings were to be determined adversely to the 
Company, there could be a material adverse effect on the financial condition, results of operations or cash flow of the 
Company.  

Minimum Lease Obligations  
 
The Company has the following minimum rental obligations under non-cancelable operating leases for certain 

property, plant and equipment. The remaining lease terms range from 1 to 5 years.  

 
Year ended December 31,

2009 3,606$         
2010 2,588           
2011 1,501           
2012 1,041           
2013 351              
Thereafter 44                

Total 9,131$        

  

Net rental expense under operating leases was approximately $5.1 million, $4.6 million, and $3.3 million in 2008, 
2007 and 2006, respectively.  

19. Quarterly Results for 2008 and 2007 (Unaudited) 
First Second Third Fourth

Quarter Quarter (1) Quarter (2) Quarter (3)

(millions, except per share amounts)

2008
Net sales 130,651$   161,431$   153,461$   159,311$   
Gross profit 48,178       56,777       54,478       57,754       
Net income (loss) 6,798         (31,399)      13,651       10,379       

Earnings (loss) per share - basic and diluted 0.31$         (1.01)$        0.31$         0.24$         

2007
Net sales 114,815$   122,426$   125,361$   143,703$   
Gross profit 38,819       43,045       44,512       49,215       
Net income 6,038         4,841         25,011       28,992       

Earnings (loss) per share - basic and diluted 0.28$         (0.40)$        1.14$         0.77$         
 

 
 
(1) Second quarter 2008 results include $57.0 million of non-recurring costs associated with our IPO. 
(2) Third quarter 2007 results include $30.3 million of asbestos liability and defense income recognized primarily from 

revaluing the Company’s asbestos insurance asset from an expected recovery percentage of 75% to 87.5%. 
(3) Fourth quarter 2007 results include $31.9 million of asbestos liability and defense income recognized primarily from 

recording a receivable from insurers for past costs paid by us. 



75 

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND 
FINANCIAL DISCLOSURE 

None 
  
ITEM 9A(T). CONTROLS AND PROCEDURES 
 
Disclosure Controls and Procedures 
 
Under the supervision and with the participation of our management, including our Chief Executive Officer and Chief 
Financial Officer, we have evaluated the effectiveness of our disclosure controls and procedures, as defined in Rule 13a-
15(e) under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), as of the end of the period covered 
by this report on Form 10-K. Based upon that evaluation, our Chief Executive Officer and Chief Financial Officer 
concluded that our disclosure controls and procedures were effective in providing reasonable assurance that the 
information required to be disclosed in this report on Form 10-K has been recorded, processed, summarized and reported 
as of the end of the period covered by this report on Form 10-K.  
 
Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure that 
information required to be disclosed by us in reports we file or submit under the Exchange Act is recorded, processed, 
summarized and reported within the time periods specified in the SEC’s rules and forms, and that such information is 
accumulated and communicated to our management, including our Chief Executive Officer and Chief Financial Officer, 
as appropriate, to allow timely decisions regarding required disclosure.  
 
Internal Control Over Financial Reporting 
 
There was no change in our “internal control over financial reporting” (as defined in Rule 13a-15(f)) identified in 
connection with the evaluation required by Rule 13a-15(d) of the Exchange Act that occurred during the fourth quarter 
of 2008 that has materially affected, or is reasonably likely to materially affect, our internal control over financial 
reporting. 
 
This annual report does not include a report of management’s assessment regarding internal control over financial 
reporting or an attestation report of the company’s registered public accounting firm due to a transition period 
established by rules of the Securities and Exchange Commission for newly public companies. 
  
ITEM 9B. OTHER INFORMATION 
None 

PART III 
 
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE 
 
Information relating to our Executive Officers is set forth in Part I of this Form 10-K under the caption “Executive 
Officers of the Registrant.”  Additional information regarding our directors, audit committee and compliance with 
Section 16(a) of the Exchange Act is incorporated by reference to such information included in our Proxy Statement for 
our 2009 annual meeting to be filed with the SEC within 120 days after the end of the fiscal year covered by this Form 
10-K.   
 
As part of our system of corporate governance, our board of directors has adopted a code of ethics that applies to all 
employees, including our principal executive officer and our principal financial officer and principal accounting officer. 
A copy of the code of ethics is available on our website at www.colfaxcorp.com. We intend to satisfy any disclosure 
requirement under Item 5.05 of Form 8-K regarding an amendment to, or a waiver from, a provision of our code of 
ethics by posting such information on our website at the address above. 
 
ITEM 11. EXECUTIVE COMPENSATION 
 
Information responsive to this item is incorporated by reference to such information included in our Proxy Statement for 
our 2009 annual meeting to be filed with the SEC within 120 days after the end of the fiscal year covered by this Form 
10-K.   
 

http://www.colfaxcorp.com
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND 
RELATED STOCKHOLDER MATTERS 

 
Information responsive to this item is incorporated by reference to such information included in our Proxy Statement for 
our 2009 annual meeting to be filed with the SEC within 120 days after the end of the fiscal year covered by this Form 
10-K.   
 
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR 

INDEPENDENCE 
 
Information responsive to this item is incorporated by reference to such information included in our Proxy Statement for 
our 2009 annual meeting to be filed with the SEC within 120 days after the end of the fiscal year covered by this Form 
10-K.   
 
ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES 
 
Information responsive to this item is incorporated by reference to such information included in our Proxy Statement for 
our 2009 annual meeting to be filed with the SEC within 120 days after the end of the fiscal year covered by this Form 
10-K.   
 

PART IV 
  
 ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES 
  
(a) The following documents are filed as part of this report. 
  

(1) Financial Statements. The financial statements are set forth under “Item 8. Financial Statements and 
Supplementary Data” of this report on Form 10-K. 

  
(2) Schedules. An index of Exhibits and Schedules is on page 78 of this report. Schedules other than those listed 

below have been omitted from this Annual Report because they are not required, are not applicable or the required 
information is included in the financial statements or the notes thereto. 

  
(b) Exhibits. The exhibits listed in the accompanying Exhibit Index are filed or incorporated by reference as part of 

this report. 
  

(c) Not applicable. 
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SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly 
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized on March 6, 2009. 
    

COLFAX CORPORATION 
  
By: /s/ JOHN A. YOUNG  

John A. Young  
President and Chief Executive Officer 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, this report has been signed 
below by the following persons on behalf of the Registrant and in the capacities and on the date indicated. 
  
Date: March 6, 2009 
 
/s/ JOHN A. YOUNG 
John A. Young 
President, Chief Executive Officer and Director 
(Principal Executive Officer) 
 
/s/ G. SCOTT FAISON 
G. Scott Faison 
Senior Vice President, Finance and Chief Financial Officer 
(Principal Financial and Accounting Officer) 
 
/s/ MITCHELL P. RALES 
Mitchell P. Rales 
Chairman of the Board 
 
/s/ PATRICK W. ALLENDER 
Patrick W. Allender 
Director 
 
/s/ C. SCOTT BRANNAN 
C. Scott Brannan 
Director 
 
/s/ JOSEPH O. BUNTING III 
Joseph O. Bunting III 
Director 
 
/s/ THOMAS S. GAYNER 
Thomas S. Gayner 
Director 
 
/s/ RHONDA L. JORDAN 
Rhonda L. Jordan 
Director 
 
/s/ CLAY KIEFABER 
Clay Kiefaber 
Director 
 
/s/ RAJIV VINNAKOTA 
Rajiv Vinnakota 
Director 
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INDEX TO FINANCIAL STATEMENTS, SUPPLEMENTARY DATA AND FINANCIAL STATEMENT 
SCHEDULES 
     

   
Page Number in 

Form 10-K 
Schedules:       
Valuation and Qualifying Accounts    81
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EXHIBIT INDEX 
Exhibit 
Number   Description                                                                                                                             Location* 
   
  3.1 

  

Amended and Restated Certificate of Incorporation of 
Colfax Corporation  

   

Incorporated by reference to Exhibit 3.1 to 
Colfax Corporation’s Form 8-K (File No. 001-
34045) as filed with the Commission on May 
13, 2008 

   
  3.2 

  

Colfax Corporation Amended and Restated Bylaws 

   

Incorporated by reference to Exhibit 3.2 to 
Colfax Corporation’s Form 8-K (File No. 001-
34045) as filed with the Commission on May 
13, 2008 

   
  4.1   Specimen Common Stock Certificate     
   
10.1   Colfax Corporation 2008 Omnibus Incentive Plan**     
   
10.1a 

 

Form of Non-Qualified Stock Option Agreement for 
grants pursuant to the Colfax Corporation 2008 Omnibus 
Incentive Plan**  

 

   
10.1b 

 

Form of Performance Stock Unit Agreement for grants 
pursuant to the Colfax Corporation 2008 Omnibus 
Incentive Plan**  

 

   
10.1c 

 

Form of Outside Director Restricted Stock Unit 
Agreement for grants pursuant to the Colfax Corporation 
2008 Omnibus Incentive Plan**  

 

        
10.1d 

 

Form of Outside Director Deferred Stock Unit Agreement 
for grants pursuant to the Colfax Corporation 2008 
Omnibus Incentive Plan**  

 

   
10.1e 

 

Form of Outside Director Deferred Stock Unit Agreement 
for deferral of grants of restricted stock made pursuant to 
the Colfax Corporation 2008 Omnibus Incentive Plan**  

 

   
10.1f 

 
Form of Outside Director Deferred Stock Unit Agreement 
for deferral of director fees**  

 

   
10.2 

 
Service Contract for Board Member, dated November 14, 
2006, between the Company and Dr. Michael Matros**  

 

   
10.3 

 
Form of Indemnification Agreement entered into between 
the Company and each of its directors and officers**  

 

   
10.4 

 
Colfax Corporation Amended and Restated Excess Benefit 
Plan**  

 

   
10.5 

 
Retirement Plan for salaried U.S. Employees of Imo 
Industries, Inc. and Affiliates**  

 

   
10.6  Colfax Corporation Excess Benefit Plan**   
   
10.7  Allweiler AG Company Pension Plan**   
   
10.8 

 
Colfax Corporation Director Deferred Compensation 
Plan**  

 

   
10.9 

 
Employment Agreement between Colfax Corporation and 
John A. Young**  

 

   
10.10 

 
Employment Agreement between Colfax Corporation and 
Thomas M. O’Brien**  

 

   
10.11 

 
Employment Agreement between Colfax Corporation and 
Michael K. Dwyer**  

 

   
10.12  Employment Agreement between Colfax Corporation and   
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G. Scott Faison** 
   
10.13 

 
Amendment to the Employment Agreement between 
Colfax Corporation and John A. Young**  

Filed herewith 

   
10.14 

 
Amendment to the Employment Agreement between 
Colfax Corporation and Thomas B. O’Brien**  

Filed herewith 

   
10.15 

 
Amendment to the Employment Agreement between 
Colfax Corporation and Michael K. Dwyer**  

Filed herewith 

   
10.16 

 
Amendment to the Employment Agreement between 
Colfax Corporation and G. Scott Faison**  

Filed herewith 

   
10.17 

 
Tax Equalization Program Amendment Letter between 
Colfax Corporation and Michael K. Dwyer**  

Filed herewith 

   
10.18 

 

Summary of Terms of Colfax Corporation 2008 Annual 
Incentive Plan for Executive Officers** 

 

Incorporated by reference to Exhibit 99.01 to 
Colfax Corporation’s Form 10-Q (File No. 
001-34045) as filed with the Commission on 
August 5, 2008 

   
10.19 

 

Credit Agreement, dated May 13, 2008, by and among the 
Colfax Corporation, certain subsidiaries of Colfax 
Corporation identified therein and the lenders identified 
therein  

Incorporated by reference to Exhibit 10.1 to 
Colfax Corporation’s Form 8-K (File No. 001-
34045) as filed with the Commission on May 
13, 2008 

   
21.1   Subsidiaries of the registrant     
   
23.1 

  
Consent of Ernst & Young LLP, Independent Registered 
Public Accounting Firm  

Filed herewith 

   
31.1 

  

Certification of Chief Executive Officer Pursuant to Item 
601(b)(31) of Regulation S-K, as adopted pursuant to 
Section 302 of the Sarbanes-Oxley Act of 2002.    

Filed herewith 

   
31.2 

  

Certification of Chief Financial Officer Pursuant to Item 
601(b)(31) of Regulation S-K, as adopted pursuant to 
Section 302 of the Sarbanes-Oxley Act of 2002.    

Filed herewith 

   
32.1 

  

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

Filed herewith 

   
32.2 

  

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

Filed herewith 

  
* Unless otherwise noted, all exhibits are incorporated by reference to the Company’s Registration Statement on 

Form S-1 (File No. 001-34045). 
** Indicates management contract or compensatory plan, contract or arrangement. 
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COLFAX CORPORATION AND SUBSIDIARIES                  
SCHEDULE II—VALUATION AND QUALIFYING ACCOUNTS 

(Dollars in thousands) 
                    

Balance at 
Beginning of 

Period

Charged to 
Cost and 
Expenses (a)

Write-offs, 
Write-downs 
& Deductions

Foreign 
Currency 

Translation
Balance at 

End of Period
Year Ended December 31, 2008

Allowance for doubtful accounts 1,812$       828        -             (33)             (121)           2,486$       
Allowance for excess, slow-

moving and obsolete inventory 7,589$       (334)      -             (74)             (258)           6,923$       
Valuation allowance for deferred

tax assets 24,386$     3,400     24,431   (b) -                 -                 52,217$     

Year Ended December 31, 2007
Allowance for doubtful accounts 1,650$       964        (10)         (c) (909)           117            1,812$       
Allowance for excess, slow-

moving and obsolete inventory 6,412$       1,735     144        (c) (1,309)        607            7,589$       
Valuation allowance for deferred

tax assets 24,386$     -            -             -                 -                 24,386$     

Year Ended December 31, 2006
Allowance for doubtful accounts 1,306$       507        230        (c) (486)           93              1,650$       
Allowance for excess, slow-

moving and obsolete inventory 5,562$       620        -             (239)           469            6,412$       
Valuation allowance for deferred

tax assets 24,506$     -            -             (120)           -                 24,386$     

Charged to 
Other Accounts

 
 
 
(a)   Net of recoveries. 
(b)   Amounts charged to other comprehensive income. 
(c)   Amounts related to businesses acquired and related adjustments. 
 



Exhibit 31.1  

CERTIFICATIONS  

I, John A. Young, certify that:  
1. I have reviewed this annual report on Form 10-K of Colfax Corporation;  
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 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)) 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) [Paragraph omitted in accordance with SEC Release No. 34-47986]  
(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 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.  

Date: March 6, 2009  
  

 

/s/ John A. Young 
  

John A. Young 
President and Chief Executive Officer 

(Principal Executive Officer) 



Exhibit 31.2  

CERTIFICATIONS  

I, G. Scott Faison, certify that:  
1. I have reviewed this annual report on Form 10-K of Colfax Corporation;  
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 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)) 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) [Paragraph omitted in accordance with SEC Release No. 34-47986]  
(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 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.  

Dated: March 6, 2009  
  

 

/s/ G. Scott Faison 
  

G. Scott Faison 
Senior Vice President, Finance and Chief 

Financial Officer 
(Principal Financial and Accounting Officer) 



Exhibit 32.1  

Certification Pursuant to 18 U.S.C. Section 1350  
(as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002)  

I, John A. Young, as President and Chief Executive Officer of Colfax Corporation (the “Company”), certify, pursuant 
to 18 U.S.C. Section 1350 (as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002), that to my knowledge:  

(1) the annual report on Form 10-K of the Company for the period ended December 31, 2008 (the “Report”), filed 
with the U.S. Securities and Exchange Commission, fully complies with the requirements of Section 13(a) or 
15(d) of the Securities Exchange Act of 1934, as amended; and  

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results 
of operations of the Company.  

Dated: March 6, 2009 
  

 

/s/ John A. Young 
  

John A. Young 
President and Chief Executive Officer 

(Principal Executive Officer) 



Exhibit 32.2  

Certification Pursuant to 18 U.S.C. Section 1350  
(as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002)  

I, G. Scott Faison, as Senior Vice President, Finance and Chief Financial Officer of Colfax Corporation (the 
“Company”), certify, pursuant to 18 U.S.C. Section 1350 (as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 
2002), that to my knowledge:  

(1) the annual report on Form 10-K of the Company for the period ended December 31, 2008 (the “Report”), filed 
with the U.S. Securities and Exchange Commission, fully complies with the requirements of Section 13(a) or 
15(d) of the Securities Exchange Act of 1934, as amended; and  

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results 
of operations of the Company.  

Dated: March 6, 2009 
  

 

/s/ G. Scott Faison 
  

G. Scott Faison 
Senior Vice President, Finance and Chief 

Financial Officer 
(Principal Financial and Accounting Officer) 

 
 



  

ANNUAL REPORT APPENDIX – NON-GAAP RECONCILIATIONS 
 
 
 
Non-GAAP Measures 
Adjusted net income, adjusted net income per share, adjusted operating income, EBITDA, adjusted 
EBITDA, organic sales growth and organic order growth are non-GAAP financial measures. These non-
GAAP financial measures assist Colfax in comparing its operating performance on a consistent basis 
because, among other things, they remove the impact of changes in our capital structure and asset base, 
non-recurring items such as IPO-related costs, legacy asbestos issues (except in the case of EBITDA) 
and items outside the control of its operating management team.  
 
 
 

$ % $ %

Year Ended December 31, 2005 345.5$         370.4$         

Components of Growth:
Organic Growth from Existing Businesses 40.7            11.8% 65.6            17.7%
Acquisitions 4.8              1.4% 4.4              1.2%
Foreign Currency Translation 2.6              0.8% 1.9              0.5%

Total Growth 48.1            13.9% 71.9            19.4%

Year Ended December 31, 2006 393.6$         442.3$         

Components of Growth:
Organic Growth from Existing Businesses 53.3            13.5% 77.7            17.6%
Acquisitions 31.3            8.0% 27.2            6.1%
Foreign Currency Translation              28.1 7.1%              34.3 7.8%

Total Growth 112.7          28.6% 139.2          31.5%

Year Ended December 31, 2007 506.3$         581.5$         

Components of Growth:
Organic Growth from Existing Businesses 70.2            13.9% 40.9            7.0%
Acquisitions 5.5              1.1% 11.7            2.0%
Foreign Currency Translation 22.9            4.5% 35.1            6.1%

Total Growth 98.6            19.5% 87.7            15.1%

Year Ended December 31, 2008 604.9$         669.2$         

Sales Orders

Organic Sales and Order Growth
(dollars in millions)

 
 



ANNUAL REPORT APPENDIX – NON-GAAP RECONCILIATIONS (CONTINUED) 
 

(dollars in thousands, except per share data) 2008 2007 2006 2005

EBITDA
Net (loss) income (571)$              64,882$           94$                  12,247$           

Interest expense 11,822             19,246             14,186             9,026               
Provision for income taxes 5,438               39,147             3,866               6,907               
Depreciation and amortization 14,788             15,239             11,481             11,430             

EBITDA 31,477$           138,514$         29,627$           39,610$           
EBITDA margin 5.2% 27.4% 7.5% 11.5%

Adjusted EBITDA
Net (loss) income (571)$              64,882$           94$                  12,247$           

Interest expense 11,822             19,246             14,186             9,026               
Provision for income taxes 5,438               39,147             3,866               6,907               
Depreciation and amortization 14,788             15,239             11,481             11,430             
Legacy asbestos expense (income) 12,391             (50,346)           33,816             18,112             
IPO - related costs 57,017             -                      -                      -                      
Legacy legal expenses 4,131               -                      8,330               3,100               
Due diligence costs 582                  -                      -                      -                      
Other post-employment benefit settlement -                      -                      (9,102)             (251)                
Cross currency swap -                      -                      -                      (2,075)             
Environmental indemnification -                      -                      -                      (3,100)             
Discontinued operations -                      -                      1,397               (616)                

Adjusted EBITDA 105,598$         88,168$           64,068$           54,780$           
Adjusted EBITDA margin 17.5% 17.4% 16.3% 15.9%

Net (loss) income (571)$              64,882$           94$                  12,247$           

Discontinued operations -                      -                      1,397               (616)                
Legacy asbestos expense (income) 12,391             (50,346)           33,816             18,112             
IPO - related costs 57,017             -                      -                      -                      

Legacy legal expenses 4,131               -                      8,330               3,100               
Due diligence costs 582                  -                      -                      -                      

Other post-employment benefit settlement -                      -                      (9,102)             (251)                
Cross currency swap -                      -                      -                      (2,075)             
Environmental indemnification -                      -                      -                      (3,100)             
Interest adjustment to effect IPO at beginning of period 2,302               7,536               8,151               5,180               
Tax adjustment to 34% effective rate (22,201)           18,333             (11,962)           (6,524)             

Adjusted net income 53,651$           40,405$           30,724$           26,072$           
Adjusted net income margin 8.9% 8.0% 7.8% 7.5%

Shares outstanding at closing of IPO 44,006,026      44,006,026      44,006,026      44,006,026      
Adjusted net income per share 1.22$               0.92$               0.70$               0.59$               

Net income (loss) per share - basic and diluted in  
   accordance with GAAP (0.11)$             1.79$               0.07$               (0.09)$             

Adjusted Operating Income
Operating income 16,689$           123,275$         19,543$           27,564$           

Legacy asbestos expense (income) 12,391             (50,346)           33,816             18,112             

IPO - related costs 57,017             -                      -                      -                      

Legacy legal expenses 4,131               -                      8,330               3,100               
Due diligence costs 582                  -                      -                      -                      

Other post-employment benefit settlement -                      -                      (9,102)             (251)                
Cross currency swap -                      -                      -                      (2,075)             
Environmental indemnification -                      -                      -                      (3,100)             

Adjusted operating income 90,810$           72,929$           52,587$           43,350$           

Adjusted operating income margin 15.0% 14.4% 13.4% 12.5%

Adjusted Net Income and Adjusted Net Income per Share
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Somewhere off a distant coast, a submarine lies undetected and unseen, ready to 

carry out a mission. A tanker, loaded with hot bitumen (375˚F), travels from Africa 

through the Mediterranean Sea to Europe to deliver materials to build roads. The 

Three Gorges Dam, one of the largest hydropower projects in the world, generates 

over 16,000 megawatts of power to Central China, East China, Guangdong, and 

Chongqing. It’s –30˚F in Alberta, Canada and 130˚F in the Saudi Arabia desert where 

pipelines must transport oil in the harshest conditions.

Colfax is there…providing fluid-handling solutions.

Colfax Corporation
8730 Stony Point Parkway
Suite 150
Richmond, VA 23235
(804) 560-4070

www.colfaxcorp.com

Global Reach. Global Solutions.
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