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WHY DONALDSON?

Donaldson is a technology-led filtration company with

a diversified portfolio of global businesses. We partner

with our customers, including some of the world’s largest
original equipment manufacturers, to solve complex filtration
challenges. With our reach, capabilities and diversity, we are
able to provide the extensive resources of an international

company and the personalized service of a local firm.

TOTAL REVENUE ADJUSTED EARNINGS PER SHARE*

dollars in millions
$2,845

$2.21

$2,371 $2,372
$2,220

2015 2016 2017 2018 2019 2015 2016 2017 2018 2019

* Reflects diluted adjusted earnings per share, a non-GAAP
measure which excludes the impact from certain
non-recurring items. One-time items benefited fiscal year
2017 GAAP earnings per share by approximately 5 cents,
while results in fiscal years 2015, 2016, 2018, and 2019
were negatively impacted by approximately 9 cents,

10 cents, 64 cents, and 16 cents, respectively. More
information is provided in the annual report on Form 10-K
for these fiscal years.




FISCAL 2019 SELECT REVENUE METRICS

TOTAL SALES BY GEOGRAPHIC REGION

(Dollars in Millions)

Latin America
8%

United States
42%

Asia Pacific
21%

$2,845

Europe, Middle East, Africa
29%

TOTAL SALES BY SEGMENT

(Dollars in Millions)

Engine Products
Segment
68%
Industrial Products
Segment
32%

$2,845

TOTAL SALES BY ENGINE PRODUCTS

(Dollars in Millions)

Aerospace & Defense
6%

On-Road
9%

Off-Road
17%

TOTAL SALES BY INDUSTRIAL PRODUCTS

(Dollars in Millions)

Gas Turbine Systems
1%

Industrial Filtration
Solutions
70%

$919

Special Applications — 5
19%

DEAR SHAREHOLDERS,

It was another record year for our company: record
sales, record profit and a record level of investment

to drive long-term, profitable growth. These records
reflect progress on our strategic priorities, which include
expanding our technologies and solutions, extending our
market access and executing thoughtful acquisitions.

During the year, we refreshed our purpose and principles
to align with how we deliver our strategic priorities. Our
purpose is Advancing Filtration for a Cleaner World, and
we accomplish that through a core set of principles:

e Act with integrity

e Engage and empower our people
e Deliver for our customers

e Cultivate innovation

e Operate sustainably and safely

e Enrich our communities

These principles are not new in our company. In fact,
they represent who we have been for decades. As the
needs of our stakeholders evolve and the next generation
of employees joins our family, we felt it was important
to renew the connection to our operating principles.

Acting with integrity is at the core of every decision.
We have a “say what we do, and do what we say”
culture, and great results only matter when we achieve
them with integrity. Our employees demonstrate
incredible accountability to this principle, and we strive
to be accountable to them.

By engaging and empowering our people, we foster
an environment of mutual respect where they have
opportunities to grow, build successful careers and
make meaningful contributions. There is rich diversity
across our global team of 14,000 people, and we are
making investments to promote and leverage that
diversity. We recently launched a global HR system that
will modernize our talent management capabilities, and
we have also upgraded our learning and development
program. \We know that great leaders are what makes
these tools valuable, so we facilitate annual leadership
summits to create alignment across our global team.




‘ ‘ Solving complex problems is another way we meet our customers’

needs, which is why cultivating innovation remains critical to our

success. This commitment to innovation started with Frank Donaldson

104 years ago, and it’s been the core of our company ever since. I I

One principle that we naturally align around is supporting
our customers. During the recent demand spike, and
subsequent volatility in 2019, we invested to meet their
needs. While our profit margins faced short-term pressure,
we validated our position as a top-tier partner. As we
look at 2020, the unprecedented level of investment last
year gives us the opportunity to reset our operations,
improve margin and better serve our customers.

Solving complex problems is another way we meet our
customers’ needs, which is why cultivating innovation
remains critical to our success. This commitment to
innovation started with Frank Donaldson 104 years ago,
and it's been the core of our company ever since.

Our innovative products were the fastest growing

last year, and we expect that trend will continue. Our
plans this year see foundational products for engines
being complemented by new offerings, like Connected
Solutions, and further expansion into markets like Food
and Beverage. We are targeting markets with consistent
growth, higher margin profiles and higher technical
requirements, which is why we are dedicating more
R&D investment to breakthrough innovation.

One of our significant investments is a new R&D facility at our
global headquarters. We broke ground in June 2019 on the
Material Research Center, and we plan for it to be operational
in 2020. This facility will accelerate the development of
new materials, diversification with new technologies and
penetration into new markets for profitable growth.

As we expand our capabilities, we also need to operate
safely and sustainably. We are amplifying our efforts
around safety: we have added more safety experts to
our facilities to help drive the safety-first culture; we
have continued the implementation of Environmental,
Health and Safety (EHS) standards across our U.S.
plants; and we have incorporated global safety
performance metrics into our company priorities.

At Gl

Tod Carpenter, Chairman, President and CEO

We are also sharpening our focus on operating
sustainably. We recently added a new position to lead our
global sustainability efforts. We are evaluating a variety
of opportunities, including greenhouse gas emissions
and consumption of energy and water; however,
pursuing these improvements is not new to us. For
example, we installed solar panels on large facilities in
Australia and Belgium, which are excellent examples of
how our sustainability program balances doing the right
thing for the business and the environment.

Supporting the communities where we operate is

a distinguishing trait of Donaldson Company. Our
philanthropic legacy includes employees sharing their
time, resources and talent to enrich their communities,
and the level of passion they have is impressive. | am
proud to work alongside employees who strive to make
a positive impact in the world.

Since 1915, our company has been making a difference
with our communities, customers, investors, suppliers
and employees. By Advancing Filtration for a Cleaner
World, we are demonstrating our commitment to the
future generations of Donaldson stakeholders. | am
confident that alignment around our purpose and principles
will create long-term value for you, our shareholder.

Thank you for the support
as we continue our journey.

Tod E. Carpenter
Chairman, President, and CEO
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PART I
Item 1. Business
General

Donaldson Company, Inc. (Donaldson or the Company) was founded in 1915 and organized in its present corporate form
under the laws of the State of Delaware in 1936.

The Company is a worldwide manufacturer of filtration systems and replacement parts. The Company’s core strengths are
leading filtration technology, strong customer relationships and its global presence. Products are manufactured around the world
and through three joint ventures.

The Company has two operating segments: Engine Products and Industrial Products. Products in the Engine Products segment
consist of replacement filters for both air and liquid filtration applications, air filtration systems, liquid filtration systems for fuel,
lube and hydraulic applications, and exhaust and emissions systems and sensors, indicators and monitoring systems. The Engine
Products segment sells to original equipment manufacturers (OEMs) in the construction, mining, agriculture, aerospace, defense
and truck end markets and to independent distributors, OEM dealer networks, private label accounts and large equipment fleets.
Products in the Industrial Products segment consist of dust, fume and mist collectors, compressed air purification systems, gas
and liquid filtration for food, beverage and industrial processes, air filtration systems for gas turbines, polytetrafluoroethylene
(PTFE) membrane-based products and specialized air and gas filtration systems for applications including hard disk drives and
semi-conductor manufacturing and sensors, indicators and monitoring systems. The Industrial Products segment sells to various
dealers, distributors, OEMs for specific markets and replacement filters.

As a worldwide business, the Company’s results of operations are affected by conditions in the global economic environment.
Under most economic conditions, the Company’s market diversification between its diesel engine end markets, its global end
markets, its diversification through technology and its OEM and replacement parts customers has helped to limit the impact of
weakness in any one product line, market or geography on the consolidated operating results of the Company.

Available Information

The Company makes its annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, proxy
statements and other information (including amendments to those reports) available free of charge through its website at
ir.donaldson.com, as soon as reasonably practicable after it electronically files such material with (or furnishes such material to)
the Securities and Exchange Commission (SEC). These filings are available on the SEC’s website at www.sec.gov. Also available
on the Company’s website are corporate governance documents, including the Company’s Code of Business Conduct and Business
Conduct Help Line, Corporate Governance Guidelines, Director Independence Standards, Audit Committee Charter, Human
Resources Committee Charter and Corporate Governance Committee Charter. These documents are also available in print, free
of charge, to any person who requests them in writing to the attention of Investor Relations, MS 102, Donaldson Company, Inc.,
1400 West 94th Street, Bloomington, Minnesota 5543 1. The information contained on the Company’s website is not incorporated
by reference into this Annual Report and should not be considered to be part of this report.

Seasonality

A number of the Company’s end markets are dependent on the construction, agricultural and power generation industries,
which are generally stronger in the second half of the Company’s fiscal year. The first two quarters of the fiscal year also contain
more holiday periods, which typically include more customer plant closures.

Competition

Principal methods of competition in both the Engine and Industrial Products segments are technology, innovation, price,
geographic coverage, service and product performance. The Company participates in a number of highly competitive filtration
markets in both segments. The Company believes it is a market leader within many of its product lines, specifically within its Off-
Road and On-Road product lines for OEMs, and has a significant business in the aftermarket for replacement filters. The Engine
Products segment’s principal competitors include several large global competitors and many regional competitors, especially in
the Aftermarket business. The Industrial Products segment’s principal competitors vary from country to country and include several
large regional and global competitors and a significant number of smaller competitors who compete in a specific geographical
region or in a limited number of product applications.

Raw Materials

The principal raw materials that the Company uses are steel, filter media, and petrochemical based products including
plastic, rubber and adhesives products. Purchased raw materials represent approximately 60% to 65% of the Company’s cost of
goods sold. Of that amount, steel, including fabricated parts, represents approximately 21%. Filter media represents
approximately 17% and the remainder is primarily made up of petroleum-based products and other raw material components.



On an ongoing basis, the Company enters into selective supply arrangements with certain of its suppliers that allow the
Company to reduce volatility in its costs. The Company strives to recover or offset all material cost increases through selective
price increases to its customers and the Company’s cost reduction initiatives, which include material substitution, process
improvement and product redesigns.

Intellectual Property

The Company owns a broad range of intellectual property rights relating to its products and services, which it considers in
the aggregate to constitute a valuable asset. These include patents, trade secrets, trademarks, copyrights and other forms of
intellectual property rights in the U.S. and a number of foreign countries. The Company protects its innovations arising from
research and development through patent filings and owns a portfolio of issued patents, including utility and design patents. The
Company also owns various trademarks relating to its products and services including Donaldson® and the turbo D logo, Ultra-
Web®, PowerCore®, Torit®, and SynteqTM XP, among others. No single intellectual property right is solely responsible for
protecting the Company’s products.

Major Customers

The Company had no customers that accounted for over 10% of net sales in the years ended July 31, 2019, 2018 or 2017, nor
of gross accounts receivable at July 31, 2019 and 2018.

Backlog

Backlog is one of many indicators of business conditions in the Company’s markets. However, it is not always indicative of
future results for a number of reasons, including the timing of the receipt of orders in many of the Company’s engine OEM and
industrial markets and the mix and types of orders in backlog. The backlog of orders expected to be delivered within 90 days was
$410.3 million and $450.2 million, at July 31, 2019 and 2018, respectively. The backlog decreased 6.8% for the Engine Products
segment and decreased 13.1% for the Industrial Products segment.

Research and Development

During the years ended July 31, 2019, 2018 and 2017, the Company spent $62.3 million, $59.9 million and $54.7 million,
respectively, on research and development activities, which was 2.2%, 2.2% and 2.3% of net sales, respectively. Research and
development expenses include scientific research costs such as salaries, building costs, utilities, testing, technical IT and
administrative and allocation of corporate costs for the application of scientific advances to the development of new and improved
products and their uses. Substantially all commercial research and development is performed in-house.

Environmental Matters

The Company does not anticipate any material effect on its capital expenditures, earnings or competitive position during fiscal
2020 due to compliance with government regulations regulating the discharge of materials into the environment or otherwise
relating to the protection of the environment.

Employees
The Company employed approximately 14,100 people as of July 31, 2019.
Geographic Areas

Both of the Company’s operating segments serve customers in all geographic regions. The United States (U.S.) represents
the largest individual market for the Company’s products. Financial information by geographic region appears in Note 18 in the
Notes to Consolidated Financial Statements included in Item 8 of this Annual Report.

Item 1A. Risk Factors

Our business is subject to various risks and uncertainties. Any of the risks described below could materially, adversely affect
our business, financial condition and results of operations. The following discussion, along with discussions elsewhere in this
report, outlines the risks and uncertainties that we believe are the most material to our business at this time. We undertake no
obligation to revise any forward-looking statements, whether as a result of new information, future events, or otherwise unless
required by law. The Company’s audit committee reviews the Company’s strategies, processes, and controls with respect to risk
assessment and risk management, including risks related to technology systems and cybersecurity, and assists the Board in its
oversight of risk management.

Economic Environment - the demand for our products is impacted by economic, industrial and political conditions
worldwide.

We operate a global business and our results and financial condition may be impacted by changes in industrial, economic or
political conditions in the geographies and markets we serve.



Products - maintaining a competitive advantage requires consistent investment with uncertain returns.

We operate in highly competitive markets and have numerous competitors that may already be well-established in those
markets. We expect our competitors to continue improving the design and performance of their products and to introduce new
products that could be competitive in both price and performance. We believe that we have certain technological advantages over
our competitors, but maintaining these advantages requires us to consistently invest in research and development, sales and
marketing and customer service and support. There is no guarantee that we will be successful in maintaining these advantages
and we could encounter the commoditization of our key products. We make investments in new technologies that address increased
performance and regulatory requirements around the globe. There is no guarantee that we will be successful in completing
development or achieving sales of these products or that the margins on such products will be acceptable. A competitor’s successful
product innovation could reach the market before ours or gain broader market acceptance.

Evolving Customer Needs - disruptive technologies may threaten our growth in certain industries.

Our growth in certain industries guides the decisions we make in operating the Company, but this growth could be threatened
by disruptive technologies. We may be adversely impacted by changes in technology that could reduce or eliminate the demand
for our products. These risks include wider adoption of technologies providing alternatives to diesel engines such as electrification
of equipment. Such disruptive innovation could create new markets and displace existing companies and products, resulting in
significantly negative consequences for the Company. If we do not properly address future customer needs, we may be slower to
adapt to such disruption.

Competition - we participate in highly competitive markets with pricing pressure.

The businesses and product lines in which we participate are very competitive and we risk losing business based on a wide
range of factors, including price, technology, performance, reliability and availability, geographic coverage and customer service.
Our customers continue to seek technological innovation, productivity gains and competitive prices from us and their other
suppliers. We may not be able to compete effectively.

Intellectual Property - demand for our products may be affected by new entrants that copy our products and/or infringe
on our intellectual property.

The ability to protect and enforce intellectual property rights varies across jurisdictions.

Where possible, we seek to preserve our intellectual property rights through patents. These patents have a limited life and, in
some cases, have expired or will expire in the near future. Competitors and others may also initiate litigation to challenge the
validity of our intellectual property or allege that we infringe their intellectual property. We may be required to pay substantial
damages if it is determined our products infringe on their intellectual property. We may also be required to develop an alternative,
non-infringing product that could be costly and time-consuming, or acquire a license on terms that are not favorable to us.

Protecting or defending against such claims could significantly increase our costs, divert management’s time and attention
away from other business matters.

Global Operations - we have a broad footprint and global operations may present challenges.

We have operations throughout the world. Our stability, growth and profitability are subject to a number of risks of doing

business globally that could harm our business, including:

+ political and military events, including the rise of nationalism and support for protectionist policies,

» tariffs, trade barriers and other trade restrictions,

* legal and regulatory requirements, including import, export, defense regulations, anti-corruption laws, and foreign

exchange controls,

»  potential difficulties in staffing and managing local operations,

e credit risk of local customers and distributors,

« difficulties in protecting our intellectual property, and

* local economic, political and social conditions.

Due to the global reach of our operations, our business is subject to a complex system of commercial and trade laws, regulations
and policies, including those related to data privacy, trade compliance, anti-corruption and anti-bribery. Our global subsidiaries,
joint venture partners and affiliates are governed by laws, rules and business practices that differ from those of the U.S. Violations
of such laws and regulations may result in an adverse effect on our reputation, business and results of operations.

The continued geographic expansion of our business increases our exposure to, and cost of complying with, these laws and
regulations. If our compliance programs do not adequately prevent or deter our employees, agents, distributors, suppliers and other
third parties with whom we do business from violating anti-corruption laws, we may incur defense costs, fines, penalties,
reputational damage and business disruptions.



Customer Concentration and Retention - a number of our customers operate in similar cyclical industries. Economic
conditions in these industries could impact our sales.

No customer accounted for ten percent or more of our net sales in fiscal 2019, 2018 or 2017. However, a number of our
customers are concentrated in similar cyclical industries (e.g. construction, agriculture, mining, power generation and disk drives),
resulting in additional risk based on industrial conditions in those sectors. A decline in the economic conditions of these industries
could result in reduced demand for our products and difficulty in collecting amounts due from our customers. Our success is also
dependent on retaining key customers, which requires us to successfully manage relationships and anticipate the needs of our
customers in the channels in which we sell our products.

Supply Chain - unavailable raw materials or significant demand fluctuations or material cost inflation.

We obtain raw materials, including steel, filter media, petroleum-based products and other components, from third-party
suppliers and tend to carry limited raw material inventories. We concentrate our sourcing of some materials from one supplier or
a few suppliers. We rely on our suppliers to ensure they meet required quality standards. Our success is dependent on our ability
to effectively manage our supplier relationships. Additionally, global supplier production capacity is limited and could be disrupted.
We may experience significant disruption of the supply of raw materials, parts, components or final assemblies. An unanticipated
delay in delivery by our suppliers could result in the inability to deliver our products on-time and meet the expectations of our
customers. We could experience an increase in the costs of doing business, including increasing raw material commodity prices
and transportation costs.

Operations - inability to meet demand could result in the loss of customers.

Our ability to fulfill customer orders is dependent on our manufacturing and distribution operations. Although we forecast
demand, additional plant capacity takes months or even years to bring online, and thus changes in demand could result in longer
lead times. We cannot guarantee that we will be able to increase manufacturing capacity to meet higher product demand, which
could prevent us from meeting increased customer demand. However, if we overestimate our demand and overbuild our capacity,
we may have underutilized assets. Efficient operations also require streamlining processes to maintain or reduce lead times, which
we may not be capable of achieving. Unacceptable levels of service for key customers may result if we are not able to fulfill orders
on a timely basis or if product quality or warranty or safety issues result from compromised production. We may not be able to
adjust our production schedules to reflect changes in customer demand on a timely basis. Due to the complexity of our manufacturing
operations, we may be unable to timely respond to fluctuations in demand.

Technology Investments and Security Risks - vulnerability with our information technology systems and security.

We have many information technology systems that are important to the operation of our business, some of which are managed
by third parties. These systems are used to process, transmit and store electronic information and to manage or support a variety
of business processes and activities. We could encounter difficulties in developing new systems, maintaining and upgrading our
existing systems, managing access to these systems and preventing information security breaches. Vulnerabilities could lead to
significant additional expenses and/or disruption in business operations.

Additionally, information technology security threats are increasing in frequency and sophistication. We have found and
addressed these threats from time to time; however, to date none of them have been material. These threats pose a risk to the
security of our systems and networks and the confidentiality, availability and integrity of our data. Should such an attack succeed,
it could lead to the compromising of confidential information, manipulation and destruction of data, defective products, production
downtimes and operations disruptions. The occurrence of any of these events could adversely affect our reputation and could result
in litigation, regulatory action, potential liability and increased costs and operational consequences of implementing further data
protection matters.

Although the Company maintains insurance coverage for various cybersecurity and business continuity risks, there can be
no guarantee that all costs or losses incurred will be fully insured.

Currency - an unfavorable fluctuation in foreign currency exchange rates.

We have operations in many countries, with a substantial portion of our annual revenue earned in currencies other than the
U.S. dollar. We face transactional and translational risks associated with the fluctuations in foreign currency exchange rates.
Transactional risk arises from changes in the value of cash flows denominated in different currencies. This can be caused by supply
chains that cross borders resulting in revenues and costs being in different currencies. Translational risk arises from the re-
measurement of our financial statements. In addition, decreased value of local currency may make it difficult for some of our
customers, distributors and end users to purchase our products. Each of our subsidiaries reports its results of operations and financial
position in its relevant functional currency, which is then translated into U.S. dollars. This translated financial information is
included in our consolidated financial statements. Significant fluctuations of the U.S. dollar in comparison to the foreign currencies
of our subsidiaries during discrete periods may have a negative impact on our results and financial position.



Legal and Regulatory - costs associated with lawsuits, investigations or complying with laws and regulations.

We are subject to many laws and regulations in the jurisdictions in which we operate. We routinely incur costs in order to
comply with these laws and regulations. We may be adversely impacted by new or changing laws and regulations that affect both
our operations and our ability to develop and sell products that meet our customers’ requirements. We are involved in various
product liability, product warranty, intellectual property, environmental claims and other legal proceedings that arise in and outside
of the ordinary course of our business. We are subject to increasingly stringent laws and regulations in the countries in which we
operate, including those governing the environment (e.g. emissions to air; discharges to water; and the generation, handling,
storage, transportation, treatment and disposal of waste materials) and data protection and privacy. It is not possible to predict the
outcome of investigations and lawsuits, and we could incur judgments, fines, or penalties or enter into settlements of lawsuits and
claims that could have an adverse effect on our business, results of operations and financial condition in any particular period. In
addition, we may not be able to maintain our insurance at a reasonable cost or in sufficient amounts to protect us against any losses.

Income Tax - changes in our effective tax rate in various jurisdictions.

We are subject to income taxes in various jurisdictions in which we operate. Our tax liabilities are dependent upon the location
of earnings among these different jurisdictions. Our provision for income taxes could be adversely affected by numerous factors,
including income before taxes being lower than anticipated in countries with lower statutory tax rates and higher than anticipated
in countries with higher statutory tax rates, changes in the valuation of deferred tax assets and liabilities and changes in tax laws
and regulations. We are also subject to the prevailing tax laws and the continuous examination of our income tax returns by tax
authorities.

Personnel - our success may be affected if we are not able to attract, engage and retain qualified personnel.

Our success depends in large part on our ability to identify, recruit, engage, train and retain highly skilled qualified and diverse
personnel worldwide and successfully execute management transitions at leadership levels of the Company. There is competition
for talent with market-leading skills and capabilities in new technologies. Additionally, in some locations we have experienced
significant wage inflation due to a shortage of labor amid low levels of unemployment in these markets. We may not be able to
attract and retain qualified personnel and it may be difficult for us to compete effectively.

Liquidity - changes in the capital and credit markets may negatively affect our ability to access financing to support strategic
initiatives.

Disruption of the global financial and credit markets may have an effect on our long-term liquidity and financial condition.
There can be no assurance that the cost or availability of future borrowings will not be impacted by future capital market disruptions.

Some of our existing borrowings contain covenants to maintain certain financial ratios that, under certain circumstances, could
restrict our ability to incur additional indebtedness, make investments and other restricted payments, create liens and sell assets.

In July 2017, the Financial Conduct Authority in the United Kingdom (UK), the governing body responsible for regulating
the London Interbank Offered Rate (LIBOR), announced that it no longer will compel or persuade financial institutions and panel
banks to make LIBOR submissions after 2021. This decision is expected to result in the end of the use of LIBOR as a reference
rate for commercial loans and other indebtedness. We have both LIBOR-denominated and Euro Interbank Offer Rate (EURIBOR)-
denominated indebtedness or derivative instruments. The transition to alternatives to LIBOR could be modestly disruptive to the
credit markets, and while we do not believe that the impact would be material to us, we do not yet have insight into what the
impacts might be.

Acquisitions - the execution of our acquisition strategy may not provide the desired return on investment.

We have made and continue to pursue acquisitions. These acquisitions could negatively impact our profitability due to operating
and integration inefficiencies, the incurrence of debt, contingent liabilities and amortization of expenses related to intangible assets.
There are also a number of other risks involved in acquisitions, including the potential loss of key customers, difficulties in
assimilating the acquired operations, the loss of key employees and the diversion of management’s time and attention away from
other business matters, that may prevent us from realizing the anticipated return on our investment.

Impairment - if our operating units do not meet performance expectations, intangible assets could be subject to impairment.

Our total assets include goodwill and other intangible assets from acquisitions. We review annually whether goodwill and
other intangible assets have been impaired, or more frequently if there have been unexpected events or changes in circumstances.
If future operating performance at one or more of our operating units were to fall significantly below forecast levels or if market
conditions for one or more of our acquired businesses were to decline, we could be required to incur a non-cash charge to operating
income for impairment. Any impairment charge would have an adverse non-cash impact on our results of operations and
shareholders’ equity.



Productivity Improvements - if we do not successfully manage productivity improvements, we may not realize the expected
benefits.

Our financial projections assume certain ongoing productivity improvements as a key component of our business strategy to,
among other things, contain operating expenses, increase operating efficiencies and align manufacturing capacity to demand. We
may not be able to realize the expected benefits and cost savings if we do not successfully execute these plans while continuing
to invest in business growth. Difficulties could be encountered or such cost savings may not otherwise be realized.

Business Disruption - unexpected events, including natural disasters, may increase our cost of doing business or disrupt
our operations.

The occurrence of one or more unexpected events, including a terrorist attack, war or civil unrest, a weather event, an
earthquake, pandemic or other catastrophe in the U.S. or in other countries in which we operate or in which our suppliers are
located could adversely affect our operations and financial performance. Such event could result in physical damage to and complete
or partial closure of one or more of our headquarters, manufacturing facilities or distribution centers, temporary or long-term
disruption in the supply of component products from some local and international suppliers, disruption in the transport of our
products to customers and disruption of information systems. This could result in a prolonged disruption to our operations. Existing
insurance coverage may not provide protection for all costs that may arise from such events. Any disruption in our manufacturing
capacity could have an adverse impact on our ability to meet our customer needs or may require us to incur additional expenses
in order to produce sufficient inventory.

Internal Controls - if we fail to maintain an effective system of internal control over financial reporting, we may not be
able to accurately report our financial results and prevent material fraud, which could adversely affect the value of our
common stock.

Effective internal control over financial reporting, including controls within the information technology environment, is
necessary for us to provide reliable financial reports and effectively prevent and detect material fraud. If we cannot provide reliable
financial reports or prevent or detect material fraud, our operating results could be misstated. There can be no assurances that we
will be able to prevent future control deficiencies from occurring, which could cause us to incur unforeseen costs, negatively
impact our results of operations, cause the market price of our common stock to decline or have other potential adverse consequences.

BREXIT - the United Kingdom’s decision to end its membership in the European Union could materially and adversely
impact our results of operations, financial condition and cash flows.

In June 2016, a majority of voters in the UK elected to withdraw from the European Union (EU) in a national referendum
(BREXIT). Additionally, the results of the United Kingdom’s BREXIT has caused, and may continue to cause, volatility in global
stock markets, currency exchange rate fluctuations and global economic uncertainty. Although it is unknown what the terms of
the United Kingdom’s future relationship with the EU will be, it is possible that there will be higher tariffs or greater restrictions
on imports and exports between the United Kingdom and the EU and increased regulatory complexities. The effects of BREXIT
will depend on any agreements the United Kingdom makes to retain access to EU markets either during a transitional period or
on a permanent basis. These measures could potentially disrupt our supply chain, access to human capital and some of our target
markets and jurisdictions in which we operate, and adversely change tax benefits or liabilities in these or other jurisdictions. In
addition, BREXIT could lead to legal uncertainty and potentially divergent national laws and regulations, including with respect
to emissions and similar certificati