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FORTIVE CORPORATION AND SUBSIDIARIES
CONSOLIDATED AND COMBINED CONDENSED BALANCE SHEETS

($ in millions, except share and per share amounts)
 
 As of

 September 30, 2016  December 31, 2015

 (unaudited)   

ASSETS  
Current assets:  

Cash and equivalents $ 724.8  $ —
Trade accounts receivable, net 972.0  979.3
Inventories:  

Finished goods 204.2  184.1
Work in process 80.4  77.1
Raw materials 273.5  261.7

Total inventories 558.1  522.9
Prepaid expenses and other current assets 104.3  91.9

Total current assets 2,359.2  1,594.1
Property, plant and equipment, net of accumulated depreciation of $1,006.3 and $976.8, respectively 538.3  514.8
Other assets 412.0  393.7
Goodwill 4,048.0  3,949.0
Other intangible assets, net 775.8  759.0
Total assets $ 8,133.3  $ 7,210.6
LIABILITIES AND EQUITY  
Current liabilities:  

Trade accounts payable $ 619.4  $ 657.1
Accrued expenses and other current liabilities 749.6  666.4

Total current liabilities 1,369.0  1,323.5
Other long-term liabilities 695.6  704.6
Long-term debt 3,509.1  —
Equity:  

Preferred stock: $0.01 par value, 15 million and 100 shares authorized, respectively; and no shares issued or outstanding —  —
Common stock: $0.01 par value, 2.0 billion and 100 shares authorized, respectively; and 345.7 million and 100 shares
issued and outstanding, respectively 3.5  —
Additional paid-in capital 2,375.3  —
Retained earnings 202.7  —
Former Parent's investment, net —  5,193.9
Accumulated other comprehensive income (loss) (25.5)  (14.4)

Total Fortive stockholders' equity 2,556.0  5,179.5
Noncontrolling interests 3.6  3.0
Total stockholders' equity 2,559.6  5,182.5
Total liabilities and equity $ 8,133.3  $ 7,210.6

See the accompanying Notes to the Consolidated and Combined Condensed Financial Statements.
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FORTIVE CORPORATION AND SUBSIDIARIES
CONSOLIDATED AND COMBINED CONDENSED STATEMENTS OF EARNINGS

($ and shares in millions, except per share amounts)
(unaudited)

 

 Three Months Ended  Nine Months Ended

 September 30, 2016  October 2, 2015  September 30, 2016  October 2, 2015

Sales $ 1,567.4  $ 1,524.6  $ 4,597.2  $ 4,603.0
Cost of sales (794.5)  (777.4)  (2,361.0)  (2,360.3)
Gross profit 772.9  747.2  2,236.2  2,242.7
Operating costs:     

Selling, general and administrative expenses (354.5)  (349.7)  (1,042.3)  (1,024.4)
Research and development expenses (95.2)  (95.7)  (285.6)  (286.7)

Operating profit 323.2  301.8  908.3  931.6
Non-operating expense     

Interest expense (23.4)  —  (26.1)  —
Earnings before income taxes 299.8  301.8  882.2  931.6
Income taxes (72.9)  (105.2)  (234.4)  (303.9)
Net earnings $ 226.9  $ 196.6  $ 647.8  $ 627.7

Net earnings per share:     
Basic $ 0.66  $ 0.57  $ 1.87  $ 1.82
Diluted $ 0.65  $ 0.57  $ 1.87  $ 1.82

Average common stock and common equivalent shares outstanding:     
Basic 346.0  345.2  345.5  345.2
Diluted 349.2  345.2  346.6  345.2

See the accompanying Notes to the Consolidated and Combined Condensed Financial Statements.
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FORTIVE CORPORATION AND SUBSIDIARIES
CONSOLIDATED AND COMBINED CONDENSED STATEMENTS OF COMPREHENSIVE INCOME

($ in millions)
(unaudited)

 
 Three Months Ended  Nine Months Ended

 September 30, 2016  October 2, 2015  September 30, 2016  October 2, 2015

Net earnings $ 226.9  $ 196.6  $ 647.8  $ 627.7
Other comprehensive income (loss), net of income taxes:     

Foreign currency translation adjustments (25.7)  (9.9)  (14.2)  (99.8)
Pension adjustments 1.0  (4.3)  3.1  7.7

Total other comprehensive income (loss), net of income taxes (24.7)  (14.2)  (11.1)  (92.1)

Comprehensive income $ 202.2  $ 182.4  $ 636.7  $ 535.6

See the accompanying Notes to the Consolidated and Combined Condensed Financial Statements.
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FORTIVE CORPORATION AND SUBSIDIARIES
CONSOLIDATED AND COMBINED CONDENSED STATEMENT OF CHANGES IN EQUITY

($ and shares in millions)
(unaudited)

 

 Common Stock

 
Additional

Paid-In Capital
Retained
Earnings

Former Parent's
Investment, Net  

Accumulated
Other

Comprehensive
Income (Loss)  

Noncontrolling
Interests Shares  Amount

Balance, December 31, 2015 —  $ —  $ — $ — $ 5,193.9  $ (14.4)  $ 3.0
Net earnings for the period —  —  — 226.9 420.9  —  —
Recapitalization 345.2  3.5  — — (3.5)  —  —
Cash dividend paid to Former Parent —  —  — — (3,000.0)  —  —
Dividends to shareholders —  —  — (24.2) —  —  —
Net transfers to Former Parent —  —  — — (301.4)  —  —
Noncash adjustment to Net Former Parent's
investment —  —  2,344.1 — (2,332.3)  —  —
Other comprehensive income —  —  — — —  (11.1)  —
Former Parent common stock-based award activity —  —  — — 22.4  —  —
Fortive common stock-based award activity 0.5  —  31.2 — —  —  —
Change in noncontrolling interests —  —  — — —  —  0.6
Balance, September 30, 2016 345.7  $ 3.5  $ 2,375.3 $ 202.7 $ —  $ (25.5)  $ 3.6

See the accompanying Notes to the Consolidated and Combined Condensed Financial Statements.
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FORTIVE CORPORATION AND SUBSIDIARIES
CONSOLIDATED AND COMBINED CONDENSED STATEMENTS OF CASH FLOWS

($ in millions)
(unaudited)

 
 Nine Months Ended

 September 30, 2016  October 2, 2015

Cash flows from operating activities:  
Net earnings $ 647.8  $ 627.7
Noncash items:  

Depreciation 66.7  65.7
Amortization 67.2  66.5
Stock-based compensation expense 34.4  24.3
Impairment charge on intangible assets 3.5  12.0

Change in trade accounts receivable, net 9.9  (36.2)
Change in inventories (34.9)  (52.8)
Change in trade accounts payable (37.4)  0.5
Change in prepaid expenses and other assets (13.3)  (63.1)
Change in accrued expenses and other liabilities 75.5  (23.5)

Net cash provided by operating activities 819.4  621.1
Cash flows from investing activities:  

Cash paid for acquisitions (190.6)  —
Payments for additions to property, plant and equipment (90.0)  (87.0)
All other investing activities 4.3  3.1

Net cash used in investing activities (276.3)  (83.9)
Cash flows from financing activities:  

Net proceeds from borrowings (maturities of 90 days or less) 525.6  —
Proceeds from borrowings (maturities longer than 90 days) 2,983.0  —
Cash dividend paid to Former Parent (3,000.0)  —
Payment of cash dividend to shareholders (24.2)  —
Net transfers to Former Parent (301.4)  (537.2)
All other financing activities (2.2)  —

Net cash provided by (used in) financing activities 180.8  (537.2)
Effect of exchange rate changes on cash and equivalents 0.9  —
Net change in cash and equivalents 724.8  —
Beginning balance of cash and equivalents —  —
Ending balance of cash and equivalents $ 724.8  $ —

See the accompanying Notes to the Consolidated and Combined Condensed Financial Statements.
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FORTIVE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED AND COMBINED CONDENSED FINANCIAL STATEMENTS

NOTE 1. BUSINESS OVERVIEW AND BASIS OF PRESENTATION

Fortive Corporation is a diversified industrial growth company encompassing businesses that are recognized leaders in attractive markets. Fortive Corporation’s well-known
brands hold leading positions in field instrumentation, transportation, sensing, product realization, automation and specialty, and franchise distribution markets. Fortive
Corporation's businesses design, develop, manufacture and market professional and engineered products, software and services for a variety of end markets, building upon
leading brand names, innovative technology and significant market positions.

Fortive Corporation's research and development, manufacturing, sales, distribution, service and administrative facilities are located in more than 40 countries.

Fortive Corporation operates in two business segments: Professional Instrumentation and Industrial Technologies. The Professional Instrumentation segment consists of Fortive
Corporation's Advanced Instrumentation & Solutions and Sensing Technologies businesses. The Advanced Instrumentation & Solutions business consists of field solutions
products and product realization services and products. Field solutions include a variety of compact professional test tools, thermal imaging and calibration equipment for
electrical, industrial, electronic and calibration applications, and online condition-based monitoring equipment for critical infrastructure in electrical utility and industrial
applications. Product realization services and products help developers and engineers convert concepts into finished products and also include highly-engineered energetic
materials components used in specialized vertical applications. The Sensing Technologies business offers devices that sense, monitor and control operational or manufacturing
variables, such as temperature, pressure, level, flow, turbidity and conductivity.

The Industrial Technologies segment consists of the Fortive Corporation's Transportation Technologies, Automation & Specialty Components and Franchise Distribution
businesses. The Transportation Technologies business is a leading worldwide provider of solutions and services focused on fuel dispensing, remote fuel management, point-of-
sale and payment systems, environmental compliance, vehicle tracking and fleet management. The Automation & Specialty Components business consists of automation and
engine retarder products. The Franchise Distribution business manufactures and distributes professional tools and a full line of wheel service equipment.

Separation from Danaher Corporation—Fortive Corporation completed its separation from Danaher Corporation ("Danaher" or "Former Parent") on July 2, 2016, the first day
of its fiscal third quarter (the "Separation"). The Separation was completed in the form of a pro rata distribution to Danaher stockholders of record on June 15, 2016 of 100
percent of the outstanding shares of Fortive Corporation held by Danaher. Each Danaher stockholder of record as of the close of business on June 15, 2016 received one share
of Fortive Corporation common stock for every two shares of Danaher common stock held on the record date. Fortive Corporation's common stock began “regular way” trading
on the New York Stock Exchange under the ticker symbol “FTV” on July 5, 2016. Fortive Corporation and the Fortive businesses (for the periods prior to the Separation) are
collectively referred to as "Fortive" or "the Company" herein.

Prior to the Separation, the Fortive businesses comprised certain operating units that were included in Danaher’s Test & Measurement segment, Industrial Technologies
segment (other than its Product Identification platform) and Retail/Commercial Petroleum platform (collectively the “Fortive Businesses”). On July 1, 2016, Danaher
contributed the net assets of the Fortive Businesses to Fortive Corporation, formerly a wholly-owned subsidiary of Danaher. In addition, in connection with the Separation, the
Company paid a cash dividend to Danaher in the amount of $3.0 billion and the 100 shares of Fortive common stock held by Danaher were recapitalized into 345,237,561
shares of Fortive common stock held by Danaher 100 percent of which were distributed to Danaher stockholders. Following the Separation, Danaher no longer owned any
shares of the Company. Per share amounts in the Consolidated and Combined Condensed Statements of Earnings for periods on or prior to July 1, 2016 have been retroactively
adjusted to give effect to this recapitalization.

In connection with the Separation, on July 1, 2016, Danaher and Fortive entered into a separation and distribution agreement as well as various other related agreements
(collectively the “Agreements”) that govern the Separation and the relationships between the parties going forward, including a transition services agreement, an employee
matters agreement, a tax matters agreement, an intellectual property matters agreement, and a Danaher Business System ("DBS") license agreement.

Prior to the Separation, the Company was dependent upon Danaher for all of its working capital and financing requirements under Danaher’s centralized approach to cash
management and financing of operations of its subsidiaries. With the exception of cash, cash equivalents and borrowings clearly associated with Fortive and related to the
Separation, including the financial transactions described below, financial transactions relating to the business operations of the Company during the period prior to the
Separation were accounted for through the Former Parent's investment, net ("Former Parent's Investment") account of the
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Company. Accordingly, none of the Former Parent's cash, cash equivalents or debt at the corporate level was assigned to the Company in the financial statements for the periods
prior to the Separation.

In June 2016, the Company completed the following financing transactions:

• Entered into a credit agreement with a syndicate of banks providing for a three-year $500 million senior term facility (the “Term Facility”) and a five-year $1.5
billion senior unsecured revolving credit facility that expires on June 16, 2021 (the “Revolving Credit Facility,” and together with the Term Facility, the “Credit
Agreement”). The Company borrowed the entire $500 million of loans under the Term Facility;

• Completed the private placement of $2.5 billion of senior unsecured notes in multiple series (collectively, the “Notes”); and

• Established a commercial paper program supported by the Revolving Credit Facility.

These financing activities yielded net proceeds of approximately $3.5 billion (including aggregate commercial paper outstanding as of September 30, 2016 of $527 million), of
which $3.0 billion was paid to Danaher in June 2016 as a cash dividend in connection with the Separation. Refer to Note 5 to the Consolidated and Combined Condensed
Financial Statements for additional information related to the Company’s financing activities.

Basis of Presentation—The accompanying Consolidated and Combined Condensed Financial Statements present the historical financial position, results of operations, changes
in equity and cash flows of Fortive in accordance with accounting principles generally accepted in the United States of America (“GAAP”). The combined financial statements
for periods prior to the Separation were derived from Danaher's condensed consolidated financial statements and accounting records and prepared in accordance with GAAP for
the preparation of carved-out combined financial statements. Through the date of the Separation, all revenues and costs as well as assets and liabilities directly associated with
Fortive have been included in the combined financial statements. Prior to the Separation, the combined financial statements also included allocations of certain general,
administrative, sales and marketing expenses and cost of sales from Danaher’s corporate office and from other Danaher businesses to the Company and allocations of related
assets, liabilities, and the Former Parent’s investment, as applicable. The allocations were determined on a reasonable basis; however, the amounts are not necessarily
representative of the amounts that would have been reflected in the financial statements had the Company been an entity that operated independently of Danaher during the
applicable periods. Related party allocations prior to the Separation, including the method for such allocation, are discussed further in Note 12.

Following the Separation, the consolidated financial statements include the accounts of Fortive and its wholly-owned subsidiaries and no longer include any allocations of
expenses from Danaher to the Company. Accordingly:

• The Consolidated and Combined Condensed Balance Sheet at September 30, 2016, consists of the consolidated balances of Fortive, while at December 31, 2015, it
consists of the combined balances of Fortive and the Fortive Businesses.

• The Consolidated and Combined Condensed Statement of Earnings and Statement of Comprehensive Income for the three months ended September 30, 2016 consists
of the consolidated results of Fortive. The Consolidated and Combined Condensed Statement of Earnings and Statement of Comprehensive Income for the nine
months ended September 30, 2016 consists of the consolidated results of Fortive for the three months ended September 30, 2016 and the combined results of Fortive
and the Fortive Businesses for the six months ended July 1, 2016. The Consolidated and Combined Condensed Statements of Earnings and Statements of
Comprehensive Income for the three and nine months ended October 2, 2015 consist of the combined results of the Fortive Businesses.

• The Consolidated and Combined Condensed Statement of Changes in Equity for the nine months ended September 30, 2016 consists of the consolidated activity for
Fortive for the three months ended September 30, 2016 and the combined activity for Fortive and the Fortive Businesses for the six months ended July 1, 2016.

• The Consolidated and Combined Condensed Statement of Cash Flows for the nine months ended September 30, 2016 consists of the consolidated results of Fortive for
the three months ended September 30, 2016 and the combined results of Fortive and the Fortive Businesses for the six months ended July 1, 2016. The Consolidated
and Combined Condensed Statement of Cash Flows for the nine months ended October 2, 2015 consist of the combined results of the Fortive Businesses.
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The Consolidated and Combined Condensed Financial Statements of Fortive may not be indicative of the Company's results had it been a separate stand-alone entity
throughout the periods presented, nor are the results stated herein indicative of what the Company's financial position, results of operations and cash flows may be in the future.

All significant transactions between the Company and Danaher have been included in the accompanying Consolidated and Combined Condensed Financial Statements for all
periods presented. Cash transactions with Danaher prior to the Separation are reflected in the accompanying Consolidated and Combined Condensed Statements of Changes in
Equity as "Net transfers to Former Parent" and "Cash dividend paid to Former Parent" and in the accompanying Consolidated and Combined Condensed Balance Sheets within
"Former Parent's investment, net." Former Parent's Investment, which included retained earnings prior to the Separation, represents Danaher's interest in the recorded net assets
of the Company prior to the Separation. In addition, the accumulated net effect of intercompany transactions between the Company and Former Parent or Former Parent
affiliates for periods prior to the Separation are included in Former Parent’s Investment.

On July 2, 2016, in connection with the Separation, Former Parent's Investment was redesignated within stockholders' equity and allocated between common stock and
additional paid-in capital based on the number of shares of the Company's common stock outstanding at the distribution date. The Agreements include a "Wrong-Pockets
Provision" that ensures the Separation-related transactions were executed in accordance with the Agreements. In periods subsequent to the Separation the Company and
Danaher may make adjustments to balances transferred at the Separation date in accordance with the Wrong-Pockets Provision. Any such adjustments are recorded through the
Former Parent’s Investment account. During the three months ended September 30, 2016, the Company recorded net Wrong-Pockets Provision adjustments of approximately
$30 million.

The financial statements include the accounts of the Company and its subsidiaries. All intercompany balances and transactions have been eliminated upon consolidation. The
Consolidated and Combined Condensed Financial Statements also reflect the impact of non-controlling interests. Non-controlling interests do not have a significant impact on
the Company’s consolidated results of operations, therefore net earnings and net earnings per share attributable to non-controlling interests are not presented separately in the
Company’s Consolidated and Combined Condensed Statements of Earnings. Net earnings attributable to non-controlling interests have been reflected in selling, general and
administrative expenses ("SG&A") and were insignificant in all periods presented.

The Consolidated and Combined Condensed Financial Statements included herein have been prepared by the Company without audit, pursuant to the rules and regulations of
the U.S. Securities and Exchange Commission (the "SEC"). Certain information and footnote disclosures normally included in financial statements prepared in accordance with
GAAP have been condensed or omitted pursuant to such rules and regulations; however, the Company believes that the disclosures are adequate to make the information
presented not misleading. The Consolidated and Combined Condensed Financial Statements included herein should be read in conjunction with the audited annual combined
financial statements as of and for the year ended December 31, 2015 and the Notes thereto included within the Company’s Information Statement furnished as Exhibit 99.1 to
the Company’s Form 8-K filed with the SEC on June 15, 2016 (the “Information Statement”).

In the opinion of the Company, the accompanying financial statements contain all adjustments (consisting of only normal recurring accruals) necessary to present fairly the
financial position of the Company as of September 30, 2016 and December 31, 2015, and its results of operations for the three and nine months ended September 30,
2016 and October 2, 2015 and its cash flows for each of the nine months then ended.

Revision of Prior Periods—In order to correct immaterial errors in the prior periods presented and thereby facilitate period-to-period comparison, the management of the
Company has revised the Combined Condensed Statements of Earnings (the “Carved-Out Earnings Statements”) for the three and nine months ended October 2, 2015 (the
“October Periods”) and for the three months and year ended December 31, 2015 (the “December Periods”) of the Fortive Businesses that had been prepared prior to the
Separation on a carved-out basis in accordance with GAAP. In preparing the Carved-Out Earnings Statements for the October Periods prior to the Separation, both sales and
SG&A included over-allocations from Danaher, in each case, by $14.4 million, which error was corrected prior to the Separation in the Carved-Out Earnings Statements for the
December Periods. In effectuating such correction during the December Periods, cost of sales included over-allocations from Danaher and SG&A included under-allocations
from Danaher by, in each case, $4.7 million. Both Danaher, prior to the Separation, and the management of the Company, after the Separation, have analyzed the errors both
quantitatively and qualitatively, and concluded that they were not material to the periods affected.
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The effect of the foregoing on specific items of the Carved-Out Earnings Statements for the October Periods and the December Periods is set forth in the table below:

 Three Months Ended October 2, 2015  Nine Months Ended October 2, 2015

 
Previously
Reported (a) Corrections As Revised  

Previously
Reported  Corrections  As Revised

Sales $ 1,539.0 $ (14.4) $ 1,524.6  $ 4,617.4  $ (14.4)  $ 4,603.0
Cost of sales (777.4) — (777.4)  (2,360.3)  —  (2,360.3)
Gross profit 761.6 (14.4) 747.2  2,257.1  (14.4)  2,242.7
Operating costs:       

Selling, general and administrative expenses (364.1) 14.4 (349.7)  (1,038.8)  14.4  (1,024.4)
Research and development expenses (95.7) — (95.7)  (286.7)  —  (286.7)

Operating profit $ 301.8 $ — $ 301.8  $ 931.6  $ —  $ 931.6
       
Net earnings $ 196.6 $ — $ 196.6  $ 627.7  $ —  $ 627.7

 Three Months Ended December 31, 2015  Year Ended December 31, 2015

 
Previously
Reported (a) Corrections As Revised  

Previously
Reported  Corrections As Revised

Sales $ 1,561.4 $ 14.4 $ 1,575.8  $ 6,178.8  $ — $ 6,178.8
Cost of sales (823.2) 4.7 (818.5)  (3,183.5)  4.7 (3,178.8)
Gross profit 738.2 19.1 757.3  2,995.3  4.7 3,000.0
Operating costs:     

Selling, general and administrative expenses (309.1) (19.1) (328.2)  (1,347.9)  (4.7) (1,352.6)
Research and development expenses (91.0) — (91.0)  (377.7)  — (377.7)

Operating profit $ 338.1 $ — $ 338.1  $ 1,269.7  $ — $ 1,269.7
     
Net earnings $ 236.1 $ — $ 236.1  $ 863.8  $ — $ 863.8

(a) The Carved-out Earnings Statement for the three months ended October 2, 2015 and December 31, 2015 were previously reported in filings with the SEC only to the extent
incorporated into the Carved-out Earnings Statements for the nine months ended October 2, 2015 and the year ended December 31, 2015, respectively.

The errors noted above, as well as the associated corrections impacted only the results of the Industrial Technologies segment and did not have any impact on the Professional
Instrumentation segment.

Cash and Equivalents—The Company considers all highly liquid investments with a maturity of three months or less at the date of purchase to be cash equivalents.
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Accumulated Other Comprehensive Income (Loss)—The changes in accumulated other comprehensive income (loss) by component are summarized below ($ in millions).
Foreign currency translation adjustments are generally not adjusted for income taxes as they relate to indefinite investments in non-U.S. subsidiaries.

 

Foreign
currency

translation
adjustments

Pension &
post-

retirement
plan benefit
adjustments Total

For the Three Months Ended September 30, 2016:   
Balance, July 1, 2016 $ 62.7 $ (63.5) $ (0.8)
Other comprehensive income (loss) before reclassifications, net of income taxes (25.7) — (25.7)
Amounts reclassified from accumulated other comprehensive income (loss):   

Increase (decrease) — 1.3 1.3
Income tax impact — (0.3) (0.3)

Amounts reclassified from accumulated other comprehensive income (loss), net of income taxes — 1.0 1.0
Net current period other comprehensive income (loss) (25.7) 1.0 (24.7)
Balance, September 30, 2016 $ 37.0 $ (62.5) $ (25.5)

   
For the Three Months Ended October 2, 2015:   
Balance, July 3, 2015 $ 93.0 $ (71.4) $ 21.6
Other comprehensive income (loss) before reclassifications:   

Increase (decrease) (9.9) (8.9) (18.8)
Income tax impact — 3.4 3.4

Other comprehensive income (loss) before reclassifications, net of income taxes (9.9) (5.5) (15.4)
Amounts reclassified from accumulated other comprehensive income (loss):   

Increase (decrease) — 1.6 1.6
Income tax impact — (0.4) (0.4)

Amounts reclassified from accumulated other comprehensive income (loss), net of income taxes — 1.2 1.2
Net current period other comprehensive income (loss) (9.9) (4.3) (14.2)
Balance, October 2, 2015 $ 83.1 $ (75.7) $ 7.4
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Foreign
currency

translation
adjustments

Pension &
post-

retirement
plan benefit
adjustments Total

For the Nine Months Ended September 30, 2016:   
Balance, December 31, 2015 $ 51.2 $ (65.6) $ (14.4)
Other comprehensive income (loss) before reclassifications, net of income taxes (14.2) — (14.2)
Amounts reclassified from accumulated other comprehensive income (loss):   

Increase (decrease) — 4.1 4.1
Income tax impact — (1.0) (1.0)

Amounts reclassified from accumulated other comprehensive income (loss), net of income taxes — 3.1 3.1
Net current period other comprehensive income (loss) (14.2) 3.1 (11.1)
Balance, September 30, 2016 $ 37.0 $ (62.5) $ (25.5)

   
For the Nine Months Ended October 2, 2015:   
Balance, December 31, 2014 $ 182.9 $ (83.4) $ 99.5
Other comprehensive income (loss) before reclassifications:   

Increase (decrease) (99.8) 5.2 (94.6)
Income tax impact — (1.3) (1.3)

Other comprehensive income (loss) before reclassifications, net of income taxes (99.8) 3.9 (95.9)
Amounts reclassified from accumulated other comprehensive income (loss):   

Increase — 5.0 5.0
Income tax impact — (1.2) (1.2)

Amounts reclassified from accumulated other comprehensive income (loss), net of income taxes — 3.8 3.8
Net current period other comprehensive income (loss) (99.8) 7.7 (92.1)
Balance, October 2, 2015 $ 83.1 $ (75.7) $ 7.4

New Accounting Standards - In August 2016, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) No. 2016-15, Statement of
Cash Flows (Topic 230): Classification of Certain Cash Receipts and Cash Payments, which clarifies the classification and presentation of eight specific cash flow issues in the
statement of cash flows. For the Company, this standard is effective beginning January 1, 2018, with early adoption permitted. The standard should be adopted using a
retrospective transition approach, unless impracticable. Management has not yet completed its assessment of the impact of the new standard on the Company’s financial
statements.

In March 2016, the FASB issued ASU No. 2016-09, Compensation—Stock Compensation (Topic 718), which aims to simplify several aspects of the accounting for share-based
payment transactions, including the income tax consequences, classification of awards as either equity or liabilities, classification of certain items on the statement of cash
flows and accounting for forfeitures. The Company intends to adopt this standard beginning January 1, 2017 on a prospective basis. Management believes the impact of this
standard on the Company's future financial statements is inherently uncertain and dependent primarily on the timing and relative value realized for future share-based
transactions, and this may cause volatility in earnings after the adoption date.

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842), which will require, among other items, lessees to recognize a right-of-use asset and a lease liability
for most leases.  Extensive quantitative and qualitative disclosures, including significant judgments made by management, will be required to provide greater insight into the
extent of revenue and expense recognized and expected to be recognized from existing contracts.  The accounting applied by a lessor is largely unchanged from that applied
under the current standard.  The standard must be adopted using a modified retrospective transition approach and provides for certain practical expedients.  For the Company,
this standard is effective beginning January 1, 2019, with early
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adoption permitted.  Management has not yet completed its assessment of the impact of the new standard on the Company’s financial statements.

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers (Topic 606), which impacts virtually all aspects of an entity’s revenue recognition. 
The core principle of Topic 606 is that revenue should be recognized to depict the transfer of promised goods or services to customers in an amount that reflects the
consideration to which the entity expects to be entitled in exchange for those goods or services.  In July 2015, the FASB deferred the effective date of the standard by one year
which results in the new standard being effective for the Company beginning January 1, 2018.  In addition, during March, April and May 2016, the FASB issued ASU No.
2016-08, Revenue from Contracts with Customers (Topic 606): Principal versus Agent Considerations (Reporting Revenue Gross versus Net), ASU 2016-10, Revenue from
Contracts with Customers (Topic 606): Identifying Performance Obligations and Licensing and ASU 2016-12, Revenue from Contracts with Customers (Topic 606): Narrow-
Scope Improvements and Practical Expedients, respectively, which clarified the guidance on certain items such as reporting revenue as a principal versus agent, identifying
performance obligations, accounting for intellectual property licenses, assessing collectability and presentation of sales taxes.  The Company is currently assessing the impact
that the adoption of the new standard will have on its consolidated financial statements and related disclosures, including possible transition alternatives, and expects to adopt
this standard in 2018.

In April 2015, the FASB issued ASU No. 2015-03, Interest - Imputation of Interest (Subtopic 835-30): Simplifying the Presentation of Debt Issuance Costs. This ASU requires
that debt issuance costs related to a recognized debt liability be presented in the balance sheet as a direct deduction from the carrying amount of that debt liability, consistent
with debt discounts. The ASU is effective for annual and interim periods beginning after December 15, 2015. The Company has adopted the standard and has applied the
guidance to all 2016 debt issuances.

NOTE 2. ACQUISITIONS

For a full description of the Company’s acquisition activity, reference is made to Note 3 of the Company’s audited annual combined financial statements as of and for the year
ended December 31, 2015 included within the Company’s Information Statement.

The Company continually evaluates potential acquisitions that either strategically fit with the Company’s existing portfolio or expand the Company’s portfolio into a new and
attractive business area. The Company has completed a number of acquisitions that have been accounted for as purchases and have resulted in the recognition of goodwill in the
Company’s financial statements. This goodwill arises because the purchase prices for these businesses reflect a number of factors including the future earnings and cash flow
potential of these businesses, the multiple to earnings, cash flow and other factors at which similar businesses have been purchased by other acquirers, the competitive nature of
the processes by which the Company acquired the businesses, the avoidance of the time and costs which would be required (and the associated risks that would be encountered)
to enhance the Company’s existing offerings to key target markets and develop new and profitable businesses, and the complementary strategic fit and resulting synergies these
businesses bring to existing operations.

The Company makes an initial allocation of the purchase price at the date of acquisition based upon its understanding of the fair value of the acquired assets and assumed
liabilities. The Company obtains this information during due diligence and through other sources. In the months after closing, as the Company obtains additional information
about these assets and liabilities, including through tangible and intangible asset appraisals, and learns more about the newly acquired business, it is able to refine the estimates
of fair value and more accurately allocate the purchase price. Only items identified as of the acquisition date are considered for subsequent adjustment. The Company is in the
process of obtaining valuations of certain acquired intangible assets in connection with these acquisitions. The Company will make appropriate adjustments to the purchase
price allocation prior to completion of the measurement period, as required.

During the first nine months of 2016, the Company acquired three businesses for total consideration of $191 million in cash, net of cash acquired. The businesses acquired
complement existing units of the Industrial Technology and Professional Instrumentation segments. The aggregate annual sales of these businesses at the time of their
respective acquisitions, in each case based on the company’s revenues for its last completed fiscal year prior to the acquisition, were approximately $47 million. The Company
preliminarily recorded an aggregate of $114 million of goodwill related to these acquisitions.
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The following summarizes the estimated fair values of the assets acquired and liabilities assumed at the date of acquisition for all acquisitions consummated during the nine
months ended September 30, 2016 ($ in millions):

Trade accounts receivable $ 5.2
Inventories 2.2
Property, plant and equipment 0.6
Goodwill 113.9
Other intangible assets, primarily customer relationships, trade names and technology 82.7
Trade accounts payable (1.5)
Other assets and liabilities, net (12.5)

Net cash consideration $ 190.6

Pro forma financial information for these acquisitions has not been presented because the impact is not material.

NOTE 3. GOODWILL

The following is a rollforward of the Company’s goodwill ($ in millions):

Balance, December 31, 2015 $ 3,949.0
Attributable to 2016 acquisitions 113.9
Foreign currency translation & other (14.9)

Balance, September 30, 2016 $ 4,048.0

The carrying value of goodwill by segment is summarized as follows ($ in millions):

 September 30, 2016  December 31, 2015

Professional Instrumentation $ 2,466.4  $ 2,400.6
Industrial Technologies 1,581.6  1,548.4
Total goodwill $ 4,048.0  $ 3,949.0

The Company has not identified any “triggering” events which indicate a potential impairment of goodwill in 2016.

NOTE 4. FAIR VALUE MEASUREMENTS

Accounting standards define fair value based on an exit price model, establish a framework for measuring fair value where the Company’s assets and liabilities are required to
be carried at fair value and provide for certain disclosures related to the valuation methods used within a valuation hierarchy as established within the accounting standards.
This hierarchy prioritizes the inputs into three broad levels as follows. Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities. Level 2
inputs are quoted prices for similar assets and liabilities in active markets, quoted prices for identical or similar assets in markets that are not active, or other observable
characteristics for the asset or liability, including interest rates, yield curves and credit risks, or inputs that are derived principally from, or corroborated by, observable market
data through correlation. Level 3 inputs are unobservable inputs based on the Company’s assumptions. A financial asset or liability’s classification within the hierarchy is
determined based on the lowest level input that is significant to the fair value measurement in its entirety.
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A summary of financial liabilities that are measured at fair value on a recurring basis were as follows ($ in millions):

 

Quoted Prices
in Active
Market

(Level 1)  
Significant Other

Observable Inputs
(Level 2)

Significant
Unobservable

Inputs
(Level 3)  Total

September 30, 2016  
Deferred compensation liabilities $ —  $ 14.1 $ —  $ 14.1

December 31, 2015  
Deferred compensation liabilities $ —  $ 53.7 $ —  $ 53.7

Certain management employees of the Company participate in the Company’s nonqualified deferred compensation program, which permits such employees to defer a portion
of their compensation, on a pretax basis, until after their termination of employment. All amounts deferred under such plan are unfunded, unsecured obligations of the Company
and are presented as a component of the Company’s compensation and benefits accrual included in other long-term liabilities in the accompanying Consolidated and Combined
Condensed Balance Sheets. Participants may choose among alternative earning rates for the amounts they defer, which are primarily based on investment options within the
Company’s 401(k) program (except that the earnings rates for amounts contributed unilaterally by the Company are entirely based on changes in the value of the Company’s
common stock). Changes in the deferred compensation liability under these programs are recognized based on changes in the fair value of the participants’ accounts, which are
based on the applicable earnings rates. Prior to the Separation, certain management employees of the Company participated in Danaher's nonqualified deferred compensation
programs with similar terms except that earnings rates for amounts contributed unilaterally by Former Parent were entirely based on changes in the value of Danaher's common
stock.

In connection with the Separation, Fortive established a deferred compensation program which was designed to replicate Danaher’s. Accounts in Danaher’s deferred
compensation programs held by Fortive employees at the time of the Separation were converted into accounts in the Fortive deferred compensation program based on the
“concentration method” designed to maintain the economic value before and after the Separation date using the relative fair market value of the Danaher and Fortive common
stock as of the date of the Separation.  Prior to the Separation, the entire value of the Fortive employees’ deferred compensation program accounts in Danaher’s deferred
compensation programs was recorded in other long-term liabilities. Upon conversion of these accounts to the Fortive deferred compensation program, $19.2 million of deferred
compensation liabilities were reclassified from other long-term liabilities to additional paid-in capital, representing the value of the deferred compensation that will ultimately
be settled in Fortive common stock.

In addition, Danaher retained a liability of approximately $21.7 million of deferred compensation liabilities related to former employees of Fortive Businesses whose
employment terminated prior to the Separation. As a result, the deferred compensation liabilities balance recorded at September 30, 2016 does not include amounts related to
such terminated employees. Because this amount had been included in the Company's Combined Condensed Balance Sheet prior to the Separation, Danaher's retention of the
liability has been reflected as an adjustment to Former Parent's Investment. This amount is considered a non-cash financing activity for purposes of the Consolidated and
Combined Condensed Statements of Cash Flows.

Fair Value of Financial Instruments

The carrying amounts and fair values of financial instruments were as follows ($ in millions):

 September 30, 2016

 Carrying Amount
Fair

Value

Long-term borrowings $ 3,509.1 $ 3,615.7

As of September 30, 2016, the long-term borrowings were categorized as Level 1. Long-term borrowings were incurred in June 2016 and as of December 31, 2015, the
Company did not have any long-term borrowings.

The fair value of long-term borrowings was based on quoted market prices. The difference between the fair value and the carrying amounts of long-term borrowings may be
attributable to changes in market interest rates and/or the Company’s credit profile subsequent to the incurrence of the borrowing. The fair values of cash and cash equivalents,
trade accounts receivable, net and trade accounts payable approximate their carrying amounts due to the short-term maturities of these instruments.

16



Table of Contents

NOTE 5. FINANCING

The carrying value of the components of the Company’s debt as of September 30, 2016 were as follows ($ in millions):

 September 30, 2016

Commercial paper $ 526.6
Variable interest rate Term Facility 500.0
1.80% senior unsecured notes due 2019 298.1
2.35% senior unsecured notes due 2021 744.5
3.15% senior unsecured notes due 2026 889.9
4.30% senior unsecured notes due 2046 546.8
Other financing 3.2

Long-term debt $ 3,509.1

Credit Facilities

As described above in Note 1, on June 16, 2016, the Company entered into the Credit Agreement with a syndicate of banks that provides for:

• a $500 million Term Facility that matures on June 16, 2019. The Company borrowed the entire $500 million available under this facility, and

• a $1.5 billion Revolving Credit Facility that expires on June 16, 2021.

The Company borrowed the entire variable rate loan of $500 million available under the Term Facility. As of September 30, 2016 the borrowing under the Term Facility bore an
interest rate of 1.7% per annum. The term loan is pre-payable at the option of the Company. Re-borrowing is not permitted once the term loan is repaid.

The Revolving Credit Facility is subject to a one-year extension option at the request of the Company and with the consent of the lenders. The Credit Agreement also contains
an option permitting the Company to request an increase in the amounts available under the Credit Agreement of up to an aggregate additional $500 million. The obligations
under the Credit Agreement were initially guaranteed on an unsecured, unsubordinated basis by Danaher, which guarantee terminated upon the completion of the Separation on
July 2, 2016.

Borrowings under the Credit Agreement (other than bid loans under the Revolving Credit Facility) bear interest at a rate equal (at the Company’s option) to either (1) a LIBOR-
based rate (the “LIBOR-Based Rate”), or (2) the highest of (a) the Federal funds rate plus 1/2 of 1%, (b) the prime rate and (c) the LIBOR-Based Rate plus 1%, plus in each
case a margin that varies according to the Company’s long-term debt credit rating. The Company is obligated to pay an annual facility fee for the Revolving Credit Facility of
between 9.0 and 25.0 basis points varying according to the Company's long-term debt credit rating.

The Credit Agreement requires the Company to maintain a consolidated net leverage ratio of debt to Consolidated EBITDA (as defined in the Credit Agreement) of less than
3.5 to 1.0 and a consolidated interest coverage ratio of Consolidated EBITDA to interest expense of greater than 3.5 to 1.0 as of the end of any fiscal quarter, beginning with the
fiscal quarter ending September 30, 2016. The Credit Agreement also contains customary representations, warranties, conditions precedent, events of default, indemnities and
affirmative and negative covenants. As of September 30, 2016, the Company was in compliance with all covenants under the Credit Agreement that were in effect and the
Company had no borrowings outstanding under the Revolving Credit Facility.

Commercial Paper Program

The Company generally satisfies any short-term liquidity needs that are not met through operating cash flows and available cash primarily through issuances of commercial
paper under its commercial paper program. Under this program, the Company may issue and sell unsecured, short-term promissory notes with maturities not exceeding 397
days. Interest expense on the notes is paid at maturity and is generally based on the short-term ratings assigned to the Company by credit rating agencies at the time of issuance
and prevailing market rates measured by reference to LIBOR.

As of September 30, 2016, $527 million of commercial paper was outstanding under this program with a weighted average annual interest rate of 0.9% and a weighted average
remaining maturity of approximately 20 days.
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Credit support for the commercial paper program is provided by the Revolving Credit Facility. The availability of the Revolving Credit Facility as a standby liquidity facility to
repay maturing commercial paper is an important factor in maintaining the existing credit ratings of the Company’s commercial paper program. The Company expects to limit
any borrowings under the Revolving Credit Facility to amounts that would leave sufficient credit available under the facility to allow the Company to borrow, if needed, to
repay all of the outstanding commercial paper as it matures.

The Company’s ability to access the commercial paper market, and the related costs of these borrowings, is affected by the strength of the Company's credit rating and market
conditions. Any downgrade in the Company’s credit rating would increase the cost of borrowing under the Company’s commercial paper program and the Credit Agreement,
and could limit or preclude the Company's ability to issue commercial paper. If the Company’s access to the commercial paper market is adversely affected due to a downgrade,
change in market conditions or otherwise, the Company expects it would rely on a combination of available cash, operating cash flow and the Revolving Credit Facility to
provide short-term funding. In such event, the cost of borrowings under the Credit Agreement could be higher than the historic cost of commercial paper borrowings.

The Company classified its borrowings outstanding under the commercial paper program as of September 30, 2016 as long-term debt in the accompanying Consolidated and
Combined Condensed Balance Sheet as the Company has the intent and ability, as supported by availability under the Revolving Credit Facility referenced above, to refinance
these borrowings for at least one year from the balance sheet date.

Proceeds from borrowings under the commercial paper program are typically available for general corporate purposes, including acquisitions.

Long-Term Indebtedness

On June 20, 2016, the Company completed the private placement of each of the following series of the Notes to qualified institutional buyers under Rule 144A of the Securities
Act of 1933, as amended (the "Securities Act") and outside the United States to non-U.S. persons in compliance with Regulation S under the Securities Act:

• $300 million aggregate principal amount of senior notes due June 15, 2019 (the “2019 Notes”). The 2019 Notes were issued at 99.893% of their principal amount and
bear interest at the rate of 1.80% per year.

• $750 million aggregate principal amount of senior notes due June 15, 2021 (the “2021 Notes”). The 2021 Notes were issued at 99.977% of their principal amount and
bear interest at the rate of 2.35% per year.

• $900 million aggregate principal amount of senior notes due June 15, 2026 (the “2026 Notes”). The 2026 Notes were issued at 99.644% of their principal amount and
bear interest at the rate of 3.15% per year.

• $350 million aggregate principal amount of senior notes due June 15, 2046 (the “Initial 2046 Notes”). The Initial 2046 Notes were issued at 99.783% of their principal
amount and bear interest at the rate of 4.30% per year.

• $200 million aggregate principal amount of senior notes due June 15, 2046 (the “Additional 2046 Notes” and, together with the Initial 2046 Notes, the “2046 Notes”).
The Additional 2046 Notes were issued at 101.564% of their principal amount and bear interest at the rate of 4.30% per year.

Interest on the Notes is payable semi-annually in arrears on June 15 and December 15 of each year, commencing on December 15, 2016.

In connection with the issuance of the Notes, the Company entered into a registration rights agreement, pursuant to which the Company is obligated to use commercially
reasonable efforts to file with the SEC, and cause to be declared effective, a registration statement with respect to an offer to exchange each series of Notes for registered notes
with terms that are substantially identical to the Notes of such series. Alternatively, if the exchange offers are not available or cannot be completed, the Company would be
required to use commercially reasonable efforts to file, and cause to be declared effective, a shelf registration statement to cover resales of the Notes under the Securities Act. If
the Company does not comply with these obligations, it will be required to pay additional interest on the Notes.

The Company used the net proceeds from the issuance of the Notes and Term Facility to fund a $3.0 billion cash dividend payment to Danaher in connection with the
Separation.

Net discounts, premiums and issuance costs associated with long-term indebtedness totaled $20.8 million as of September 30, 2016 and has been recorded as an offset to the
carrying amount of the related debt in the accompanying Consolidated and Combined Condensed Balance Sheet as of September 30, 2016.
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Covenants and Redemption Provisions Applicable to Notes

The Company may redeem the Notes of the applicable series, in whole or in part, at any time prior to the dates specified in the applicable indentures (the “Call Dates”) by
paying the principal amount and the “make-whole” premium specified in the applicable indenture, plus accrued and unpaid interest. Additionally, with the exception of the
2019 Notes, the Company may redeem all or any part of the Notes of the applicable series on or after the Call Dates without paying the “make-whole” premium specified in the
applicable indenture.

Note Series Call Dates

2019 Notes June 15, 2019
2021 Notes May 15, 2021
2026 Notes March 15, 2026
2046 Notes December 15, 2045

If a change of control triggering event occurs, the Company will, in certain circumstances, be required to make an offer to repurchase the Notes at a purchase price equal to
101% of the principal amount, plus accrued and unpaid interest. A change of control triggering event is defined as the occurrence of both a change of control and a rating event,
each as defined in the applicable indenture. Except in connection with a change of control triggering event, the Notes do not have any credit rating downgrade triggers that
would accelerate the maturity of the Notes.

The Notes contain customary covenants, including limits on the incurrence of certain secured debt and sale/leaseback transactions. None of these covenants are considered
restrictive to the Company’s operations and as of September 30, 2016, the Company was in compliance with all the covenants under the Notes.

Minimum Principal Payments

There are no minimum principal payments due under the Company's total outstanding debt during the next two years. The principal payments due are presented in the
following table:

 
Commercial

Paper
Term
Loan  Notes  Total

2019 $ — $ 500.0  $ 300.0  $ 800.0
2020 — —  —  —
2021 — —  750.0  750.0
Thereafter 526.9 —  1,450.0  1,976.9

Total principal payments (a) $ 526.9 $ 500.0  $ 2,500.0  $ 3,526.9

(a) Amount is higher than the carrying value of debt as net discounts, premiums and issuance costs of $21.0 million as of September 30, 2016 are included in the carrying
amount of the related debt in the accompanying Consolidated and Combined Condensed Balance Sheet as of September 30, 2016 but excluded from the principal payments
disclosed herein. In addition, these amounts exclude other financing balances of $3.2 million.

NOTE 6. PENSION PLANS

The Company has noncontributory defined benefit pension plans outside of the United States. The following sets forth the components of the Company’s net periodic pension
costs associated with these plans ($ in millions):

 Three Months Ended  Nine Months Ended

 September 30, 2016 October 2, 2015  September 30, 2016  October 2, 2015

Service cost $ 0.9 $ 1.3  $ 2.6  $ 3.7
Interest cost 1.8 2.2  5.6  6.4
Expected return on plan assets (2.0) (2.4)  (6.1)  (6.7)
Amortization of net loss 1.3 1.8  4.1  5.2
Net periodic pension cost $ 2.0 $ 2.9  $ 6.2  $ 8.6
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Net periodic pension costs are included in cost of sales and SG&A in the accompanying Consolidated and Combined Condensed Statements of Earnings.

Effective December 31, 2015, the Company changed its estimate of the service and interest cost components of net periodic benefit cost for its pension plans. Previously, the
Company estimated the service and interest cost components utilizing a single weighted-average discount rate derived from the yield curve used to measure the benefit
obligation. The new estimate utilizes a full yield curve approach in the estimation of these components by applying the specific spot rates along the yield curve used in the
determination of the benefit obligation to their underlying projected cash flows. The new estimate provides a more precise measurement of service and interest costs recognized
by improving the correlation between projected benefit cash flows and their corresponding spot rates. The change is accounted for as a change in accounting estimate that is
inseparable from a change in accounting principle, which is applied prospectively. For 2016, the change in estimate is expected to reduce net periodic pension cost by
approximately $1 million when compared to the prior methodology.

Employer Contributions

During 2016, the Company’s cash contribution requirements for its defined benefit pension plans are expected to be approximately $11 million. The ultimate amounts to be
contributed depend upon, among other things, legal requirements, underlying asset returns, the plan’s funded status, the anticipated tax deductibility of the contribution, local
practices, market conditions, interest rates and other factors.

NOTE 7. INCOME TAXES

The Company’s effective tax rates for the three and nine months ended September 30, 2016, were 24.3% and 26.6% respectively, as compared to 34.9% and 32.6% for the three
and nine months ended October 2, 2015. The difference in effective tax rates between the periods primarily involved a higher mix of income in jurisdictions with lower tax rates
and higher federal tax benefits. The Company’s effective tax rates for 2016 and 2015 differ from the U.S. federal statutory rate of 35% due principally to the Company’s
earnings outside the United States that are indefinitely reinvested and taxed at rates lower than the U.S. federal statutory rate and the impact of credits and deductions provided
by law.

In connection with the Separation, Danaher and the Company entered into the Agreements, including a tax matters agreement. The tax matters agreement distinguishes between
the treatment of tax matters for pre-Separation “Joint” filings compared to pre-Separation “Separate” filings. Joint filings involve legal entities, such as those in the United
States, that include operations from both Danaher and the Company. By contrast, Separate filings involve certain entities (primarily outside of the United States), that
exclusively include either Danaher’s or the Company’s operations, respectively.

Under the tax matters agreement, for pre-Separation Joint filings, Danaher remains liable for and has contractually assumed all income tax liabilities including applicable
interest and penalties. Danaher has also indemnified the Company for all tax liabilities for Joint returns related to pre-Separation periods. For the U.S. federal portion of Joint
tax liabilities, U.S. Treasury Regulations make each member of prior period U.S. consolidated tax filings severally liable to the U.S. government for any U.S. federal income
tax liability incurred by the U.S. consolidated group. As of the Separation date, the amount of uncertain tax positions associated with Fortive Businesses that Danaher has
recorded and contractually assumed related to pre-Separation periods is approximately $135 million. Danaher is the primary obligor for such pre-Separation liabilities. The
Company believes it is remote that it will have any liability for pre-Separation income tax Joint filings, principally in view of Danaher’s strong financial position. Therefore, the
Company has removed the liability from its balance sheet as of the Separation date by adjusting Former Parent’s Investment.  This is a non-cash financing activity for purposes
of the Consolidated and Combined Condensed Statements of Cash Flows and was offset by other changes in tax attributes associated with the Separation.

For the Company’s pre-Separation Separate filings, the Company is fully liable for all income tax liabilities including interest and penalties. As of the Separation date, the
Company had approximately $33 million of uncertain tax positions reflected in other long-term liabilities.

Following the Separation, the Company will file tax returns on its own behalf. The Company’s income tax expense and deferred income tax balances have been recorded in
accordance with the Company’s stand-alone income tax positions. The Company may periodically be audited by the tax authorities. Resolution of such audits or expiration of
the statute of limitations may impact the Company’s unrecognized tax benefits in future periods.
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NOTE 8. STOCK-BASED COMPENSATION

The Company had no stock-based compensation plans prior to the Separation; however certain Fortive employees participated in Danaher’s stock-based compensation plans
("Danaher Plans"), which provided for the grants of stock options, performance stock units (“PSUs”), and restricted stock units (“RSUs”) among other types of awards. The
expense associated with Fortive employees who participated in the Danaher Plans was allocated to the Company in the accompanying Combined Condensed Statements of
Earnings for the associated periods prior to the Separation.

In connection with the Separation and the employee matters agreement, the Company adopted the 2016 Stock Incentive Plan (the “Stock Plan”) and outstanding equity awards
of Danaher held by Fortive employees (the "Converted Awards") were converted into or replaced with equity awards of Fortive (the "Conversion Awards") under the Stock Plan
based on the “concentration method,” and as adjusted to maintain the economic value before and after the distribution date using the relative fair market value of the Danaher
and Fortive common stock based on the closing prices as of July 1, 2016. There was no significant incremental stock-based compensation expense recorded as a result of the
equity award conversion. 

Outstanding performance-based RSU and PSU of Danaher held by Fortive employees with pending performance goals of Danaher at the Separation date were cancelled and
replaced in connection with the Separation with performance-based restricted stock awards ("RSAs") and performance stock awards ("PSAs") of Fortive with comparable
value, performance goals and vesting requirements. All other terms of the equity awards continued unchanged following the conversion or replacement.

The Stock Plan provides for the grant of stock options, stock appreciation rights, RSUs, PSUs, RSAs and PSAs (collectively, "Stock Awards") or any other stock-based award.
A total of 23.0 million shares of Fortive common stock have been authorized for issuance under the Stock Plan. As of September 30, 2016, approximately 22.4 million shares of
the Company's common stock remain available for issuance under the Stock Plan. Stock options under the Stock Plan generally vest pro rata over a five year period and
terminate 10 years from the grant date, though the specific terms of each grant are determined by the Compensation Committee of the Company's Board of Directors (the
"Compensation Committee"). The Company’s executive officers and certain other employees may be awarded options with different vesting criteria, and options granted to
non-employee directors are fully vested as of the grant date. Option exercise prices for new options granted by the Company under this plan equal the closing price of the
Company’s common stock on the NYSE on the date of grant, while options issued as Conversion Awards were priced to maintain the economic value before and after the
Separation.

RSUs and RSAs issued under the Stock Plan provide for the issuance of a share of the Company’s common stock at no cost to the holder. RSUs granted to employees under the
Stock Plan generally provide for time-based vesting over a five year period, although certain employees may be awarded RSUs with different time-based vesting criteria, and
RSAs granted to members of the Company’s senior management are also subject to performance-based vesting criteria. RSUs granted to non-employee directors under the
Stock Plan vest on the earlier of the first anniversary of the grant date or the date of, and immediately prior to, the next annual meeting of the Company’s shareholders
following the grant date. However, the underlying shares are not issued until the earlier of the director’s death or the first day of the seventh month following the director’s
retirement from the Board of Directors (the "Board"). Prior to vesting, RSUs granted under the Stock Plan do not have dividend equivalent rights, do not have voting rights and
the shares underlying the RSUs are not considered issued or outstanding. RSAs granted under the Stock Plan have all of the same dividend, voting and other rights
corresponding to all other common stock, provided, however, that the dividends payable on the RSAs will accrue and be delivered at the time of delivery of the shares upon
vesting of the RSA .

As part of the Company's executive equity compensation program, PSUs may be granted under the Stock Plan that vest based on the Company’s total shareholder return
ranking relative to the S&P 500 Index over a three year performance period. No PSUs have been issued under the Stock Plan. During the third quarter of 2016, PSAs were
granted under the Stock Plan as Conversion Awards that vest based on the Company’s total shareholder return ranking relative to the S&P 500 Index over the performance
period remaining on the corresponding Converted Awards.

The equity compensation awards granted by the Company generally vest only if the employee is employed by the Company (or
in the case of directors, the director continues to serve on the Board) on the vesting date or in other limited circumstances. To cover the exercise of options, vesting of RSUs and
PSUs and issuances of RSAs and PSAs, the Company generally issues new shares from its authorized but unissued share pool, although it may instead issue treasury shares in
certain circumstances.

The Company accounts for stock-based compensation by measuring the cost of employee services received in exchange for all equity awards granted based on the fair value of
the award as of the grant date. The Company recognizes the compensation expense over the requisite service period (which is generally the vesting period but may be shorter
than the vesting period if the employee becomes retirement eligible before the end of the vesting period). The fair value for RSUs was calculated using the closing price of the
Company’s common stock on the date of grant, adjusted for the fact that RSUs do not accrue dividends.
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The fair value for RSAs was calculated using the closing price of the Company’s common stock on the date of grant. The fair value of the PSUs and PSAs was calculated using
a Monte Carlo pricing model. The fair value of the options granted was calculated using a Black-Scholes Merton (“Black-Scholes”) option pricing model.

Stock-based Compensation Expense

Stock-based compensation has been recognized as a component of SG&A in the accompanying Consolidated and Combined Condensed Statements of Earnings. Prior to the
Separation, the Company was allocated stock-based compensation expense by Danaher. Following the Separation, stock-based compensation is recorded based on the
provisions of the Stock Plan. Accordingly, the amounts presented for the nine months ended September 30, 2016 and the three and nine months ended October 2, 2015 may not
be indicative of the Company's results had it been a separate stand-alone entity throughout the periods presented.

The following summarizes the components of the Company’s stock-based compensation expense under the Stock Plan and the Danaher Plans ($ in millions):

 Three Months Ended Nine Months Ended

 September 30, 2016  October 2, 2015 September 30, 2016  October 2, 2015

RSUs/PSUs:     
Pretax compensation expense $ 7.3  $ 5.1 $ 21.5  $ 15.3
Income tax benefit (2.3)  (1.8) (7.1)  (5.2)

RSU/PSU expense, net of income taxes 5.0  3.3 14.4  10.1
Stock options:     

Pretax compensation expense 4.7  3.4 12.9  9.0
Income tax benefit (1.6)  (1.1) (4.4)  (3.1)

Stock option expense, net of income taxes 3.1  2.3 8.5  5.9
Total stock-based compensation:     

Pretax compensation expense 12.0  8.5 34.4  24.3
Income tax benefit (3.9)  (2.9) (11.5)  (8.3)

Total stock-based compensation expense, net of income taxes $ 8.1  $ 5.6 $ 22.9  $ 16.0

The following summarizes the unrecognized compensation cost for the Stock Plan awards as of September 30, 2016 which are expected to recognized over a weighted average
period of approximately three years. Future compensation amounts will be adjusted for any changes in estimated forfeitures ($ in millions):

Stock Awards $ 50.5
Stock options 46.0
Total unrecognized compensation cost $ 96.5

Stock Options

The following summarizes the assumptions used in the Black-Scholes model to value options granted during the three months ended September 30, 2016:

Risk-free interest rate 1.21% - 1.25%
Weighted average volatility (a) 25.0%
Dividend yield (b) 0.6%
Expected years until exercise 5.5 - 8.0

(a) Weighted average volatility was estimated based on an average historical stock price volatility of a group of peer companies, given the Company's limited trading history.
(b) The dividend yield is calculated by dividing Fortive's annual dividend, based on the most recent quarterly dividend rate, by the closing Fortive stock price on the grant date.
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The following summarizes option activity under the Stock Plan and the Danaher Plans for the nine months ended September 30, 2016 (in millions, except price per share and
numbers of years):

Options  

Weighted
Average
Exercise

Price

Weighted Average
Remaining

Contractual Term
(years)  

Aggregate
Intrinsic

Value

Outstanding as of December 31, 2015 5.8     
Granted 1.6      
Exercised (1.4)      
Canceled/forfeited (0.7)      
Aggregate impact of conversion related to the Separation (a) 5.5     

Outstanding as of September 30, 2016 10.8  $ 32.96 7  $ 194.1

Vested and expected to vest as of September 30, 2016 (b) 10.4  $ 32.12 7  $ 190.3
Vested as of September 30, 2016 4.9  $ 24.64 5  $ 127.8

(a) The “Aggregate impact of conversion related to the Separation” represents the number of options issued as a result of the Separation by applying the “concentration
method” to convert employee options based on the ratio of the fair value of Danaher and Fortive common stock as of the date of the Separation.

(b) The “expected to vest” options are the net unvested options that remain after applying the forfeiture rate assumption to total unvested options.

The weighted average exercise price of stock options outstanding at December 31, 2015, and for stock options granted, exercised, canceled/forfeited is not included in the table
above as the nine months ended September 30, 2016 include the conversion of stock option awards under Danaher's Plans into awards under the Stock Plan. The weighted
average exercise price of Fortive stock options granted, exercised and canceled/forfeited during the three months ended September 30, 2016 was $50.60, $27.67, and $40.27,
respectively.

The aggregate intrinsic values in the table above represent the total pretax intrinsic value (the difference between the closing stock price of Fortive's common stock on the last
trading day of the third quarter of 2016 and the exercise price, multiplied by the number of in-the-money options) that would have been received by the option holders had all
option holders exercised their options on September 30, 2016. The amount of aggregate intrinsic value will change based on the price of Fortive’s common stock.

The following summarizes aggregate intrinsic value, cash receipts and tax benefits realized related to option exercise activity under the Stock Plan and the Danaher Plans for
the three and nine months ended September 30, 2016 and October 2, 2015 (in millions):

 Three Months Ended Nine Months Ended

 September 30, 2016  October 2, 2015 September 30, 2016 October 2, 2015

Aggregate intrinsic value of options exercised $ 2.8  $ 18.0 $ 73.7 $ 50.4
Cash receipts from exercise of options $ 3.3  $ 12.7 $ 56.7 $ 35.4
Tax benefit realized related to exercise of options $ 1.0  $ 5.8 $ 25.5 $ 15.8

The net income tax benefit in excess of the expense recorded for financial reporting purposes (the “excess tax benefit”) for the three months ended September 30, 2016 has
been recorded as an increase to additional paid-in capital and is reflected as a financing cash inflow in the accompanying Consolidated and Combined Condensed Statements of
Cash Flows. The excess tax benefit prior to the Separation was recorded as an increase to Former Parent's Investment.
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Stock Awards

The following summarizes information related to unvested Stock Award activity under the Stock Plan and the Danaher Plans for the nine months ended September 30, 2016 (in
millions; except price per share):

 
Number of

Stock Awards

Weighted Average
Grant-Date
Fair Value

Unvested as of December 31, 2015 1.1 $ 72.24
Granted 0.6
Vested (0.4)
Forfeited (0.2)
Aggregate impact of conversion related to the Separation (a) 1.2

Unvested as of September 30, 2016 2.3 $ 38.84

(a) The “Aggregate impact of conversion related to the Separation” represents the number of additional Stock Awards issued as a result of the Separation by applying the
“concentration method” to convert Stock Awards based on the ratio of the fair value of Danaher and Fortive common stock as of the date of the Separation.

The weighted average grant date fair value of Stock Awards outstanding at December 31, 2015, and for Stock Awards granted, vested, canceled/forfeited is not disclosed in the
table above as the nine months ended September 30, 2016 include the conversion of Stock Awards under Danaher's Plans into awards under the Stock Plan. The weighted
average grant date fair value of Fortive Stock Awards granted, vested and canceled/forfeited during the three months ended September 30, 2016 was $49.39, $33.11, and
$39.10, respectively.

The Company realized a tax benefit of $5 million and $10 million during the three and nine months ended September 30, 2016, respectively, related to the vesting of Stock
Awards, as compared to realizing a tax benefit of $4 million and $9 million during the three and nine months ended October 2, 2015, respectively. Any excess tax benefit
attributable to Stock Awards has been recorded as an increase to additional paid-in capital and is reflected as a financing cash inflow in the accompanying Consolidated and
Combined Condensed Statements of Cash Flows. The excess tax benefit prior to the Separation was recorded as an increase to Former Parent's Investment.

In connection with the exercise of certain stock options and the vesting of Stock Awards issued under the Stock Plan, a number of shares of Fortive sufficient to fund statutory
minimum tax withholding requirements has been withheld from the total shares issued or released to the award holder (though under the terms of the Stock Plan, the shares are
considered to have been issued and are not added back to the pool of shares available for grant). During the three months ended September 30, 2016, approximately 112
thousand shares of Fortive common stock with an aggregate value of $6 million, were withheld to satisfy the requirement. The withholding is treated as a reduction in
additional paid-in capital in the accompanying Consolidated and Combined Condensed Statement of Changes in Equity.

NOTE 9. COMMITMENTS AND CONTINGENCIES

For a description of the Company’s litigation and contingencies, reference is made to Note 14 of the Company’s annual audited combined financial statements as of and for the
year ended December 31, 2015 included within the Company’s Information Statement.

The Company generally accrues estimated warranty costs at the time of sale. In general, manufactured products are warranted against defects in material and workmanship
when properly used for their intended purpose, installed correctly, and appropriately maintained. Warranty period terms depend on the nature of the product and range from
ninety days up to the life of the product. The amount of the accrued warranty liability is determined based on historical information such as past experience, product failure
rates or number of units repaired, estimated cost of material and labor, and in certain instances estimated property damage. The accrued warranty liability is reviewed on a
quarterly basis and may be adjusted as additional information regarding expected warranty costs becomes known.
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The following is a rollforward of the Company’s accrued warranty liability ($ in millions):

Balance, December 31, 2015 $ 61.0
Accruals for warranties issued during the period 44.2
Settlements made (43.6)
Effect of foreign currency translation 0.3

Balance, September 30, 2016 $ 61.9

NOTE 10. CAPITAL STOCK AND EARNINGS PER SHARE

Capital Stock

Under Fortive’s amended and restated certificate of incorporation, as of July 1, 2016, Fortive’s authorized capital stock consists of 2.0 billion common shares with a par value
of $0.01 per share and 15 million preferred shares with a par value of $0.01 per share. On July 1, 2016, the 100 shares of Fortive common stock held by Danaher were
recapitalized into 345,237,561 shares of Fortive common stock held by Danaher. On July 2, 2016, Danaher distributed 100 percent of Fortive’s outstanding common stock to its
stockholders. No preferred shares were issued or outstanding on September 30, 2016.

Each share of Fortive common stock entitles the holder to one vote on all matters to be voted upon by common stockholders. Fortive’s Board is authorized to issue shares of
preferred stock in one or more series and has discretion to determine the rights, preferences, privileges and restrictions, including voting rights, dividend rights, conversion
rights, redemption privileges and liquidation preferences, of each series of preferred stock. The Board’s authority to issue preferred stock with voting rights or conversion rights
that, if exercised, could adversely affect the voting power of the holders of common stock, could potentially discourage attempts by third parties to obtain control of Fortive
through certain types of takeover practices.

In the third quarter of 2016, the Company declared a regular quarterly dividend of $0.07 per share paid on September 30, 2016 to holders of record on August 26, 2016. For the
three months ended September 30, 2016, the $24.2 million was recorded as dividends to shareholders in the Consolidated and Combined Condensed Statement of Changes In
Equity.

Net earnings per share ("EPS")

Basic EPS is calculated by dividing net earnings by the weighted average number of shares of common stock outstanding for the applicable period. Diluted EPS is similarly
calculated, except that the calculation includes the dilutive effect of the assumed issuance of shares under stock-based compensation plans except where the inclusion of such
shares would have an anti-dilutive impact.

The Company was incorporated on November 10, 2015, accordingly, there were no shares or common stock equivalents of the Company outstanding prior to that date. The
total number of shares outstanding after the recapitalization described above were 345.2 million and is being utilized for calculation of both basic and diluted EPS for all
periods prior to the Separation and specifically for the three and nine months ended October 2, 2015, and as it relates to the pre-Separation periods included in the nine months
ended September 30, 2016.
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Information related to the calculation of net earnings per share of common stock for the three and nine months ended September 30, 2016 is summarized as follows ($ and
shares in millions, except per share amounts):

 
Net Earnings
(Numerator) Shares (Denominator)  Per Share Amount

For the Three Months Ended September 30, 2016:   
Basic EPS $ 226.9 346.0  $ 0.66
Incremental shares from assumed exercise of dilutive options and vesting of dilutive Stock Awards — 3.2  
Diluted EPS $ 226.9 349.2  $ 0.65

   

For the Three Months Ended October 2, 2015:   
Basic EPS $ 196.6 345.2  $ 0.57
Incremental shares from assumed issuance of shares under stock-based compensation plans — —  
Diluted EPS $ 196.6 345.2  $ 0.57

 
Net Earnings
(Numerator) Shares (Denominator)  Per Share Amount

For the Nine Months Ended September 30, 2016:     
Basic EPS $ 647.8 345.5  $ 1.87
Incremental shares from assumed exercise of dilutive options and vesting of dilutive Stock Awards — 1.1   
Diluted EPS $ 647.8 346.6  $ 1.87

    

For the Nine Months Ended October 2, 2015:     
Basic EPS $ 627.7 345.2  $ 1.82
Incremental shares from assumed issuance of shares under stock-based compensation plans — —   
Diluted EPS $ 627.7 345.2  $ 1.82
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NOTE 11. SEGMENT INFORMATION

The Company operates and reports its results in two business segments consisting of the Professional Instrumentation and Industrial Technologies segments. As of
September 30, 2016, there have been no material changes in total assets or liabilities by segment since December 31, 2015. Segment results are shown below ($ in millions):

 Three Months Ended  Nine Months Ended

 September 30, 2016  October 2, 2015  September 30, 2016 October 2, 2015

Sales:      
Professional Instrumentation $ 723.5  $ 722.0  $ 2,145.1 $ 2,229.7
Industrial Technologies 843.9  802.6  2,452.1 2,373.3
Total $ 1,567.4  $ 1,524.6  $ 4,597.2 $ 4,603.0

Operating Profit:      
Professional Instrumentation $ 161.5  $ 157.4  $ 469.9 $ 514.0
Industrial Technologies 180.6  154.9  484.7 449.4
Other (18.9)  (10.5)  (46.3) (31.8)
Total $ 323.2  $ 301.8  $ 908.3 $ 931.6

NOTE 12. RELATED-PARTY TRANSACTIONS

Prior to the Separation, transactions with Danaher were considered related party transactions. In connection with the Separation, on July 1, 2016, Danaher and Fortive entered
into the Agreements, which govern the Separation and provide a framework for the relationship between the parties going forward, including a transition services agreement,
employee matters agreement, tax matters agreement, an intellectual property matters agreement, and a DBS license agreement.

Cash Adjustment

The Agreements provide for a final cash adjustment mechanism. As of July 1, 2016, $72.3 million, representing the Company's estimate of cash payable to Former Parent under
the Agreements, and considered restricted by the Company at July 1, 2016, was reported in prepaid expenses and other current assets with a corresponding liability to Former
Parent recorded in accrued expenses and other liabilities on the Combined Condensed Balance Sheet. During the third quarter of 2016, the Company settled this liability by
paying $70.7 million to Danaher.

Transition Services Agreement

The transition services agreement ("TSA") sets forth the terms and conditions pursuant to which the Company and its subsidiaries and Danaher and its subsidiaries will provide
to each other various services. The services to be provided include information technology, facilities, certain accounting and other financial functions, and administrative
services. The charges for the transition services generally are expected to allow the providing company to fully recover all out-of-pocket costs and expenses it actually incurs in
connection with providing the service, plus, in some cases, the allocated indirect costs of providing the services, generally without profit.

TSA Payments

In accordance with the TSA, the Company made net payments of approximately $15 million during the three months ended September 30, 2016, for various services provided
to the Company by Danaher.

Employee Matters Agreement

The employee matters agreement sets forth, among other things, the allocation of assets, liabilities and responsibilities relating to employee compensation and benefit plans and
programs and other related matters in connection with the Separation, including the treatment of outstanding equity and other incentive awards and certain retirement and
welfare benefit obligations.
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Tax Matters Agreement

The tax matters agreement governs the Company’s and Danaher’s respective rights, responsibilities and obligations after the Separation with respect to tax liabilities and
benefits, tax attributes, the preparation and filing of tax returns, the control of audits and other tax proceedings and other matters regarding taxes. Refer to Note 7 for further
discussion regarding the tax matters agreement.

Intellectual Property Matters Agreement

The intellectual property matters agreement sets forth the terms and conditions pursuant to which Danaher and the Company have mutually granted certain personal, generally
irrevocable, non-exclusive, worldwide, and royalty-free rights to use certain intellectual property. The Company and Danaher are able to sublicense their rights in connection
with activities relating to the their businesses, but not for independent use by third parties. 

DBS License Agreement

The DBS license agreement sets forth the terms and conditions pursuant to which Danaher has granted a non-exclusive, worldwide, non-transferable, perpetual license to the
Company to use DBS solely in support of its businesses. The Company will be able to sublicense such license solely to direct and indirect, wholly-owned subsidiaries. In
addition, each of Danaher and the Company licensed to each other improvements made by such party to DBS during the first two years of the term of the DBS license
agreement.

Revenue and Other Transactions Entered Into In the Ordinary Course of Business

Prior to the Separation, the Company operated as part of Danaher and not as a stand-alone company and certain of the Company’s revenue arrangements related to contracts
entered into in the ordinary course of business with Danaher and its affiliates. Following the Separation, the Company continues to have arms-length revenue arrangements
entered into in the ordinary course of business with Danaher and its affiliates, although certain agreements were entered into or terminated as a result of the Separation.

The Company recorded revenues of $6 million and $10 million from Danaher and its subsidiaries during the three months ended September 30, 2016 and October 2, 2015,
respectively. The Company recorded revenues of $25 million and $28 million from Danaher and its subsidiaries during the nine months ended September 30, 2016 and October
2, 2015, respectively.

Allocation of Expenses Prior to the Separation

Prior to the Separation, the Company operated as part of Danaher and not as a stand-alone company. Accordingly, certain shared costs for management and support functions
which were provided on a centralized basis within Danaher were allocated to the Company and are reflected as expenses in these financial statements prior to the date of the
Separation. Management considers the allocation methodologies used to be reasonable and appropriate reflections of the related expenses attributable to the Company for
purposes of the carved-out financial statements; however, the expenses reflected in these financial statements for periods prior to the date of the Separation may not be
indicative of the actual expenses that would have been incurred during the periods presented if the Company had operated as a separate stand-alone entity. In addition, the
expenses reflected in the financial statements may not be indicative of expenses that will be incurred in the future by the Company.

Expenses allocated to the Company from Danaher and its subsidiaries for the six months ended July 1, 2016 and the nine months ended October 2, 2015 were $117 million and
$151 million, respectively. Expenses were not allocated from Danaher to the Company after the Separation.

Corporate Expenses

Certain corporate overhead and shared expenses incurred by Danaher and its subsidiaries prior to the Separation were allocated to the Company and are reflected in the
Consolidated and Combined Condensed Statements of Earnings. These amounts include, but are not limited to, items such as general management and executive oversight,
costs to support Danaher's information technology infrastructure, facilities, compliance, human resources, marketing and legal functions and financial management and
transaction processing including public company reporting, consolidated tax filings and tax planning, Danaher benefit plan administration, risk management and consolidated
treasury services, certain employee benefits and incentives, and stock based compensation administration. These costs were allocated using methodologies that management
believes are reasonable for the item being allocated. Allocation methodologies included the Company’s relative share of revenues, headcount, or functional spend as a
percentage of the total. Following the Separation, the Company independently incurs corporate overhead costs and no corporate overhead costs are allocated by Danaher.

28



Table of Contents

Insurance Programs Administered by Danaher

In addition to the corporate allocations discussed above, the Company was allocated expenses related to certain insurance programs Danaher administered on behalf of the
Company, including workers compensation, property, cargo, automobile, crime, fiduciary, product, general and directors’ and officers’ liability insurance. These amounts were
allocated using various methodologies, as described below.

Included within the insurance cost allocation are allocations related to programs for which Danaher was self-insured up to a certain amount. For the self-insured component,
costs were allocated to the Company based on its incurred claims. Danaher had premium based policies which covered amounts in excess of the self-insured retentions. The
Company was allocated a portion of the total insurance cost incurred by Danaher based on its pro-rata portion of Danaher’s total underlying exposure base. In connection with
the Separation, an estimated liability relating to the Company’s known and incurred but not reported claims was transferred to the Company and the Company established
similar independent self-insurance processes and insurance programs to support any outstanding claims going forward.

Medical Insurance Programs Administered by Danaher

In addition to the corporate allocations discussed above, the Company was allocated expenses related to the medical insurance programs Danaher administered on behalf of the
Company. These amounts were allocated using actual medical claims incurred during the period for the Company's employees. In connection with the Separation, the Company
established independent medical insurance programs similar those previously provided by Danaher.

Deferred Compensation Program Administered by Danaher

Refer to Note 4 for information regarding the Company's deferred compensation program. In connection with the Separation, the deferred compensation liability associated
with Fortive employees was transferred to the Company and the Company established a similar independent, nonqualified deferred compensation program.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Fortive Corporation is a diversified industrial growth company comprised of Professional Instrumentation and Industrial Technologies segments and encompassing businesses
that are recognized leaders in attractive markets. Fortive Corporation’s well-known brands hold leading positions in field instrumentation, transportation, sensing, product
realization, automation and specialty, and franchise distribution markets. Fortive Corporation's businesses design, develop, manufacture and market professional and engineered
products, software and services for a variety of end markets, building upon leading brand names, innovative technology and significant market positions. Fortive Corporation’s
research and development, manufacturing, sales, distribution, service and administrative facilities are located in more than 40 countries.

Fortive Corporation completed its separation from Danaher Corporation ("Danaher" or the "Former Parent") on July 2, 2016 (the “Separation”), the first day of its fiscal third
quarter. Before that date, Fortive Corporation was a wholly owned subsidiary of Danaher and the Fortive businesses were comprised of certain operating units that were
included in Danaher’s Test & Measurement segment, Industrial Technologies segment (other than its Product Identification platform) and Retail/Commercial Petroleum
platform. These businesses were transferred by Danaher to Fortive Corporation prior to the Separation. The Separation was completed in the form of a pro rata distribution to
Danaher stockholders of record on June 15, 2016, of 100 percent of the outstanding shares of Fortive Corporation held by Danaher. Fortive Corporation was incorporated in the
state of Delaware on November 10, 2015 in order to facilitate the Separation. Fortive Corporation and the Fortive businesses (for the periods prior to the Separation) are
collectively referred to as "Fortive" or "the Company" herein.

In connection with the Separation, on July 1, 2016, Danaher and Fortive entered into a separation and distribution agreement as well as various other related agreements
(collectively the “Agreements”) that govern the Separation and the relationships between the parties going forward, including a transition services agreement, an employee
matters agreement, a tax matters agreement, an intellectual property matters agreement, and a Danaher Business System ("DBS") license agreement.

This Management’s Discussion and Analysis of Financial Condition and Results of Operations (“MD&A”) is designed to provide a reader of the Company’s financial
statements with a narrative from the perspective of Company management. The following discussion should be read in conjunction with the MD&A and combined financial
statements included in the Company’s Information Statement furnished as Exhibit 99.1 to the Company’s Form 8-K filed with the U.S. Securities Exchange Commission
(“SEC”) on June 15, 2016 (the “Information Statement”). The Company’s MD&A is divided into six sections:

• Information Relating to Forward-Looking Statements

• Basis of Presentation

• Overview

• Results of Operations

• Liquidity and Capital Resources

• Critical Accounting Estimates
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INFORMATION RELATING TO FORWARD-LOOKING STATEMENTS

Certain statements included or incorporated by reference in this quarterly report, in other documents we file with or furnish to the SEC, in press releases, webcasts, conference
calls, materials delivered to our stockholders and other communications, are “forward-looking statements” within the meaning of the United States federal securities laws. All
statements other than historical factual information are forward-looking statements, including without limitation statements regarding: projections of revenues, expenses, profit,
profit margins, tax rates, tax provisions, cash flows, pension and benefit obligations and funding requirements, our liquidity position or other projected financial measures;
management’s plans and strategies for future operations, including statements relating to anticipated operating performance, cost reductions, restructuring activities, new
product and service developments, competitive strengths or market position, execution and integration of acquisitions, spin-off and separation related activities, divestitures,
strategic opportunities, securities offerings, stock repurchases, dividends and executive compensation; growth, declines and other trends in markets we sell into; new or
modified laws, regulations and accounting pronouncements; outstanding claims, legal proceedings, tax audits and assessments and other contingent liabilities; foreign currency
exchange rates and fluctuations in those rates; general economic and capital markets conditions; the timing of any of the foregoing; assumptions underlying any of the
foregoing; and any other statements that address events or developments that we intend or believe will or may occur in the future. Terminology such as “believe,” “anticipate,”
“will,” “should,” “could,” “intend,” “plan,” “expect,” “estimate,” “project,” “target,” “may,” “possible,” “potential,” “forecast” and “positioned” and similar references to future
periods are intended to identify forward-looking statements, although not all forward-looking statements are accompanied by such words.

Forward-looking statements are based on assumptions and assessments made by management in light of their experience and perceptions of historical trends, current
conditions, expected future developments and other factors they believe to be appropriate. Forward-looking statements are not guarantees of future performance and actual
results may differ materially from the results, developments and business decisions contemplated by our forward-looking statements. Accordingly, you should not place undue
reliance on any such forward-looking statements. Important factors that could cause actual results to differ materially from those envisaged in the forward-looking statements
include the following:

• Conditions in the global economy, the markets we serve and the financial markets may adversely affect our business and financial statements.

• Our growth could suffer if the markets into which we sell our products, software and services decline, do not grow as anticipated or experience cyclicality.

• We face intense competition and if we are unable to compete effectively, we may experience decreased demand and decreased market share. Even if we compete
effectively, we may be required to reduce prices for our products, software and services.

• Our growth depends in part on the timely development and commercialization, and customer acceptance, of new and enhanced products, software and services based
on technological innovation.

• Our reputation, ability to do business and financial statements may be impaired by improper conduct by any of our employees, agents or business partners.

• Any inability to consummate acquisitions at our historical rate and at appropriate prices could negatively impact our growth rate and stock price.

• Our acquisition of businesses, joint ventures and strategic relationships could negatively impact our financial statements.

• The indemnification provisions of acquisition agreements by which we have acquired companies may not fully protect us and as a result we may face unexpected
liabilities.

• Divestitures or other dispositions could negatively impact our business, and contingent liabilities from businesses that we have sold could adversely affect our
financial statements.

• Our operations, products and services expose us to the risk of environmental, health and safety liabilities, costs and violations that could adversely affect our
reputation, business and financial statements.

• Our businesses are subject to extensive regulation; failure to comply with those regulations could adversely affect our business, financial statements and reputation.

• We may be required to recognize impairment charges for our goodwill and other intangible assets.
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• Foreign currency exchange rates may adversely affect our financial statements.

• Changes in our tax rates or exposure to additional income tax liabilities or assessments could affect our profitability. In addition, audits by tax authorities could result
in additional tax payments for prior periods.

• We have debt obligations that could adversely affect our businesses and our ability to meet our obligations and pay dividend.

• We are subject to a variety of litigation and other legal and regulatory proceedings in the course of our business that could adversely affect our financial statements.

• If we do not or cannot adequately protect our intellectual property, or if third parties infringe our intellectual property rights, we may suffer competitive injury or
expend significant resources enforcing our rights.

• Third parties may claim that we are infringing or misappropriating their intellectual property rights and we could suffer significant litigation expenses, losses or
licensing expenses or be prevented from selling products or services.

• Defects and unanticipated use or inadequate disclosure with respect to our products, software or services could adversely affect our business, reputation and financial
statements.

• Adverse changes in our relationships with, or the financial condition, performance, purchasing patterns or inventory levels of, key distributors and other channel
partners could adversely affect our financial statements.

• Our financial results are subject to fluctuations in the cost and availability of commodities that we use in our operations.

• If we cannot adjust our manufacturing capacity or the purchases required for our manufacturing activities to reflect changes in market conditions and customer
demand, our profitability may suffer. In addition, our reliance upon sole or limited sources of supply for certain materials, components and services could cause
production interruptions, delays and inefficiencies.

• Our restructuring actions could have long-term adverse effects on our business.

• Changes in governmental regulations may reduce demand for our products or services or increase our expenses.

• Work stoppages, union and works council campaigns and other labor disputes could adversely impact our productivity and results of operations.

• International economic, political, legal, compliance and business factors could negatively affect our financial statements.

• If we suffer loss to our facilities, supply chains, distribution systems or information technology systems due to catastrophe or other events, our operations could be
seriously harmed.

• A significant disruption in, or breach in security of, our information technology systems or those of our vendors or service providers could adversely affect our
business, reputation and financial statements.

• Our historical financial information for periods prior to our separation from Danaher is not necessarily representative of the results that we would have achieved as a
separate company and may not be a reliable indicator of our future results.

• Following our separation from Danaher, we may not enjoy the same benefits that we did as a part of Danaher, including purchasing power, access to capital markets,
and integrated strategies.

• Potential indemnification liabilities to Danaher in connection with the Separation could have a material adverse effect on our business and our financial statements.

See the “Risk Factors” section of the Company’s Information Statement for a further discussion regarding reasons that actual results may differ materially from the results,
developments and business decisions contemplated by our forward-looking statements. Forward-looking statements speak only as of the date of the report, document, press
release, webcast, call, materials or other communication in which they are made. We do not assume any obligation to update or revise any forward-looking statement, whether
as a result of new information, future events and developments or otherwise.

32



Table of Contents

BASIS OF PRESENTATION

The accompanying Consolidated and Combined Condensed Financial Statements present the historical financial position, results of operations, changes in equity and cash
flows of Fortive in accordance with accounting principles generally accepted in the United States of America (“GAAP”). The combined financial statements for periods prior to
the Separation were derived from Danaher's condensed consolidated financial statements and accounting records and prepared in accordance with GAAP for the preparation of
carved-out combined financial statements. Through the date of the Separation, all revenues and costs as well as assets and liabilities directly associated with Fortive have been
included in the combined financial statements. Prior to the Separation, the combined financial statements also included allocations of certain general, administrative, sales and
marketing expenses and cost of sales from Danaher’s corporate office and from other Danaher businesses to the Company and allocations of related assets, liabilities, and the
Former Parent’s investment, as applicable. The allocations were determined on a reasonable basis; however, the amounts are not necessarily representative of the amounts that
would have been reflected in the financial statements had the Company been an entity that operated independently of Danaher during the applicable periods. Related party
allocations prior to the Separation, including the method for such allocation, are discussed further in Note 12 to the Consolidated and Combined Condensed Financial
Statements.

Following the Separation, the consolidated financial statements include the accounts of Fortive and its wholly-owned subsidiaries and no longer include any allocations of
expenses from Danaher to the Company.

The Consolidated and Combined Condensed Financial Statements of Fortive may not be indicative of the Company's results had it been a separate stand-alone entity
throughout the periods presented, nor are the results stated herein indicative of what the Company's financial position, results of operations and cash flows may be in the future.

OVERVIEW
General

The Company is a multinational business with global operations. As a diversified, global business, the Company’s operations are affected by worldwide, regional and industry-
specific economic and political factors. The Company’s geographic and industry diversity, as well as the range of its products, software and services, typically help limit the
impact of any one industry or the economy of any single country (except for the United States) on the combined operating results. Given the broad range of products
manufactured, software and services provided and geographies served, management does not use any indices other than general economic trends to predict the overall outlook
for the Company. The Company’s individual businesses monitor key competitors and customers, including to the extent possible their sales, to gauge relative performance and
the outlook for the future.

As a result of the Company’s geographic and industry diversity, the Company faces a variety of opportunities and challenges, including technological development in most of
the Company’s served markets, the expansion and evolution of opportunities in high-growth markets, trends and costs associated with a global labor force and consolidation of
the Company’s competitors. The Company defines high-growth markets as developing markets of the world experiencing extended periods of accelerated growth in gross
domestic product and infrastructure which include Eastern Europe, the Middle East, Africa, Latin America and Asia with the exception of Japan and Australia. The Company
operates in a highly competitive business environment in most markets, and the Company’s long-term growth and profitability will depend in particular on its ability to expand
its business across geographies and market segments, identify, consummate and integrate appropriate acquisitions, develop innovative and differentiated new products, services
and software, expand and improve the effectiveness of the Company’s sales force and continue to reduce costs and improve operating efficiency and quality, and effectively
address the demands of an increasingly regulated environment. The Company is making significant investments, organically and through acquisitions, to address technological
change in its served markets and to globalize and improve its manufacturing, research and development and customer-facing resources in order to be responsive to the
Company’s customers throughout the world.

In this report, references to sales from existing businesses refers to sales from operations calculated according to GAAP but excluding (1) sales impact from acquired
businesses, (2) the impact of currency translation and (3) sales impact from the Separation. References to sales or operating profit attributable to acquisitions or acquired
businesses refer to GAAP sales or operating profit, as applicable, from acquired businesses recorded prior to the first anniversary of the acquisition less the amount of sales or
operating profit, as applicable, attributable to certain divested businesses or product lines not considered discontinued operations prior to the first anniversary of the divestiture.
Sales impact from the Separation refer to sales to Danaher made under agreements entered into, or terminated, in connection with the Separation. The portion of sales
attributable to the impact of currency translation is calculated as the difference between (a) the period-to-period change in sales (excluding sales from acquired businesses or
Separation) and (b) the period-to-period change in sales (excluding sales from acquired businesses or Separation) after applying current period foreign exchange rates to the
prior year period. Sales from
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existing businesses should be considered in addition to, and not as a replacement for or superior to, sales, and may not be comparable to similarly titled measures reported by
other companies.

Management believes that reporting the non-GAAP financial measure of sales from existing businesses provides useful information to investors by helping identify underlying
growth trends in our business and facilitating easier comparisons of our sales performance with our performance in prior and future periods and to our peers. The Company
excludes the effect of currency translation from sales from existing businesses because currency translation is not under management’s control and is subject to volatility and
excludes the effect of acquisitions and divestiture related items (including the impact of agreements with Danaher that were entered into or terminated in connection with the
Separation) because the nature, size and number of such transactions can vary dramatically from period to period and between us and our peers. In addition, until the first
anniversary of the Separation, the Company will exclude the impact of agreements that were terminated, or entered into, in connection with the Separation because
management believes that excluding such impact may be useful to investors in assessing the operational performance of the Company independent of the impact on sales to
Danaher resulting primarily from the Separation. Management believes the exclusion of the effect of currency translation and acquisition and divestiture (including Separation-
related items) may facilitate assessment of underlying business trends and may assist in comparisons of long-term performance. References to sales volume refer to the impact
of both price and unit sales.

Business Performance and Outlook

While differences exist among the Company’s businesses, on an overall basis, demand for the Company’s products, software and services increased during the three months
ended September 30, 2016 as compared to the comparable period of 2015 resulting in aggregate year-over-year sales growth from existing businesses of 2.7%. This represents a
sequential improvement of approximately 300 basis points as compared to the year-over-year sales decline of 0.5% reported in the three months ended July 1, 2016. The
Company’s Professional Instrumentation segment returned to growth in the three months ended September 30, 2016 led by increased demand for field solutions products and
services, and year-over-year sales growth in the Industrial Technologies segment continued to be led by growing demand in the the Transportation Technologies business driven
by implementation deadlines relating to the enhanced credit card security requirements based on the Europay, Mastercard and Visa (“EMV”) global standards as well as
continued share gains in the franchise distribution and condition-based monitoring businesses. The results from the Company's continued investments in sales growth initiatives
and other new product introductions, as well as indications of stabilization in broad-based market conditions as well as other business-specific factors discussed below also
contributed to overall sales growth in the period. Sales from existing businesses grew at low-single digit rates in both developed markets and high-growth markets during the
three months ended September 30, 2016 as compared to the comparable 2015 period. Geographically, on a year-over-year basis, sales from existing businesses grew at a high-
single digit rate in Asia and at low-single digit rates in Europe and the United States, partly offset by double digit rate declines in sales in Latin America and Canada. The
Company expects overall sales from existing businesses to grow on a year-over-year basis during the fourth quarter of 2016 but remains cautious about challenges due to
macro-economic and geopolitical uncertainties, including global uncertainties related to monetary and fiscal policies, as well as other factors identified above in "—Information
Relating to Forward-Looking Statements."

Acquisitions

During the first nine months of 2016, the Company acquired three businesses for cash consideration of $191 million, net of cash acquired. The businesses acquired complement
existing units of the Professional Instrumentation and Industrial Technology segments. The aggregate annual sales of these three businesses at the time of their respective
acquisitions, in each case based on the acquired company’s revenues for its last completed fiscal year prior to the acquisition, were approximately $47 million.
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RESULTS OF OPERATIONS

Sales Growth

The following table summarizes the components of aggregate year-over-year sales growth during the three and nine months ended September 30, 2016 as compared to the
comparable period of 2015:

 

% Change
Three Months Ended

September 30, 2016 vs.
Comparable 
2015 Period

% Change
Nine Months Ended

September 30, 2016 vs.
Comparable 
2015 Period

Existing businesses 2.7 % 0.3 %
Acquisitions (a) 0.6 % 0.6 %
Currency exchange rates (0.5)% (1.0)%
Total 2.8 % (0.1)%

(a) Includes the impact from both acquisitions and the Separation

Operating Profit Margins

Operating profit margins were 20.6% for the three months ended September 30, 2016, an increase of 80 basis points as compared to 19.8% in the comparable period of 2015.
Year-over-year operating profit margin comparisons were favorably impacted by higher 2016 sales volumes, incremental year-over-year pricing improvements, cost savings
associated with restructuring actions and productivity improvement initiatives taken in 2015 and the incrementally favorable impact of the impairment of certain tradenames
used in the Industrial Technologies segment in 2015 and 2016. Year-over-year margin comparisons were unfavorably impacted by incremental year-over-year costs associated
with various new product development, sales and marketing growth investments and increased general and administrative costs associated with the Separation. The impact in
2016 of acquired businesses for the three months ended September 30, 2016 was negligible.

Operating profit margins were 19.8% for the nine months ended September 30, 2016, a decrease of 40 basis points as compared to 20.2% in the comparable period of 2015.
Year-over-year operating profit margin comparisons were unfavorably impacted by incremental year-over-year costs associated with various new product development, sales
and marketing growth investments, increased general and administrative costs associated with the Separation and the continued effect of a strong U.S. dollar, net of the
incremental year-over-year favorable impact of pricing improvements offset by sales volumes, cost savings associated with the restructuring actions and productivity
improvement initiatives taken in 2015 and the incrementally favorable impact of the impairment of certain tradenames used in the Industrial Technologies segment in 2015 and
2016. The impact in 2016 of acquired businesses for the nine months ended September 30, 2016 was negligible.

Business Segments

Sales by business segment for each of the periods indicated were as follows ($ in millions):

 Three Months Ended  Nine Months Ended

 September 30, 2016  October 2, 2015  September 30, 2016  October 2, 2015

Professional Instrumentation $ 723.5  $ 722.0  $ 2,145.1  $ 2,229.7
Industrial Technologies 843.9  802.6  2,452.1  2,373.3
Total $ 1,567.4  $ 1,524.6  $ 4,597.2  $ 4,603.0
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PROFESSIONAL INSTRUMENTATION

The Company’s Professional Instrumentation segment consists of the Company’s Advanced Instrumentation & Solutions and Sensing Technologies businesses. The Advanced
Instrumentation & Solutions business consists of field solutions products and product realization services and products. Field solutions include a variety of compact
professional test tools, thermal imaging and calibration equipment for electrical, industrial, electronic and calibration applications, and online condition-based monitoring
equipment for critical infrastructure in electrical utility and industrial applications. Product realization services and products help developers and engineers convert concepts
into finished products and also include highly-engineered energetic materials components used in specialized vertical applications. The Sensing Technologies business offers
devices that sense, monitor and control operational or manufacturing variables, such as temperature, pressure, level, flow, turbidity and conductivity.

Professional Instrumentation Selected Financial Data

 Three Months Ended Nine Months Ended

($ in millions) September 30, 2016 October 2, 2015 September 30, 2016  October 2, 2015

Sales $ 723.5 $ 722.0 $ 2,145.1  $ 2,229.7
Operating profit 161.5 157.4 469.9  514.0
Depreciation 8.7 8.9 26.6  26.3
Amortization 17.0 17.0 50.9  51.4
Operating profit as a % of sales 22.3% 21.8% 21.9%  23.1%
Depreciation as a % of sales 1.2% 1.2% 1.2%  1.2%
Amortization as a % of sales 2.3% 2.4% 2.4%  2.3%

Components of Sales Growth

 

% Change
Three Months Ended

September 30, 2016 vs.
Comparable 2015 Period  

% Change
Nine Months Ended

September 30, 2016 vs.
Comparable 2015 Period

Existing businesses 0.7 %  (3.3)%
Acquisitions (a) (0.1)%  0.4 %
Currency exchange rates (0.4)%  (0.9)%
Total 0.2 %  (3.8)%

(a) Includes the impact from both acquisitions and the Separation
   

Year-over-year price increases in the segment contributed 0.4% to sales growth during the three months ended September 30, 2016 and 0.7% to sales growth during the nine
months ended September 30, 2016 as compared to the comparable periods of 2015 and are reflected as a component of the change in sales from existing businesses.

Sales from existing businesses in the segment’s Advanced Instrumentation & Solutions businesses grew at a low-single digit rate during the three months ended September 30,
2016 and declined at a low-single digit rate during the nine months ended September 30, 2016 as compared to the comparable periods of 2015. The business continued to
experience sequential stabilization in demand during the three months ended September 30, 2016 as compared to both the three months ended July 1, 2016 and April 1, 2016.
Demand for field solutions products and services grew at a low-single digit rate during the three months ended September 30, 2016 and declined at a low-single digit rate
during the nine months ended September 30, 2016 as compared to the comparable periods of 2015.  During the three and nine months ended September 30, 2016 year-over-year
demand increased for online condition-based monitoring equipment and network tools as well as for thermography equipment in China; while demand decreased for calibration
and biomedical equipment. In addition, demand increased on a year-over-year basis for industrial test equipment during the three months ended September 30, 2016. Year-over-
year sales of product realization services and products remained essentially flat during the three months ended September 30, 2016 and declined at a mid-single digit rate during
the nine months ended September 30, 2016 as compared to the comparable periods of 2015. Declines in some major product realization product lines were partly offset by
growth in semiconductor and communications end markets in China and increased demand for video network monitoring products and in the Pacific Scientific Energetic
Materials business during both the three and nine months ended September 30, 2016 on a year-over-year basis. In addition,
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during the three months ended September 30, 2016, sales in the communications and educational end markets increased which was partly offset by decreased demand for
design, engineering and manufacturing services as compared to the comparable period of 2015. Geographically, sales from existing businesses in the segment’s Advanced
Instrumentation & Solutions businesses increased on a year-over-year basis in China and Western Europe which were partly offset by declines in the United States and Latin
America during both the three and nine months ended September 30, 2016.

Sales from existing businesses in the segment’s Sensing Technologies businesses declined at a low-single digit rate during the three months ended September 30, 2016 and at a
mid-single digit rate during the nine months ended September 30, 2016 as compared to the comparable periods of 2015. Demand in these businesses continued to stabilize
throughout the nine months ended September 30, 2016. Sales declines in control products were partially offset by increased sales of sensing products, primarily in the food and
beverage, medical equipment and aerospace end-markets. Geographically, sales from existing businesses decreased on a year-over-year basis in North America and to a lesser
extent in Western Europe, partly offset by improved demand in China during both the three and nine months ended September 30, 2016.

Operating profit margins increased 50 basis points during the three months ended September 30, 2016 as compared to the comparable period of 2015. The following factors
impacted year-over-year operating profit margin comparisons:

2016 vs. 2015 operating profit margin comparisons were favorably impacted by:

• Higher 2016 sales volumes, incremental year-over-year pricing improvements and cost savings associated with the restructuring actions, productivity improvement
initiatives taken in 2015, net of incremental year-over-year costs associated with various new product development and sales and marketing growth investments: 80
basis points

2016 vs. 2015 operating profit margin comparisons were unfavorably impacted by:

• The incremental net dilutive effect in 2016 of acquired businesses: 30 basis points.

Operating profit margins decreased 120 basis points during the nine months ended September 30, 2016 as compared to the comparable period of 2015. The following factors
unfavorably impacted year-over-year operating profit margin comparisons:

• Incremental year-over-year costs associated with various new product development and sales and marketing growth investments and the continued effect of a strong
U.S. dollar, net of incremental year-over-year favorable impact of pricing improvements offset by sales volumes and cost savings associated with the restructuring
actions and productivity improvement initiatives taken in 2015: 100 basis points

• The incremental net dilutive effect in 2016 of acquired businesses: 20 basis points.

INDUSTRIAL TECHNOLOGIES

The Company’s Industrial Technologies segment consists of the Company’s Transportation Technologies, Automation & Specialty Components and Franchise Distribution
businesses. The Transportation Technologies business is a leading worldwide provider of solutions and services focused on fuel dispensing, remote fuel management, point-of-
sale and payment systems, environmental compliance, vehicle tracking and fleet management. The Automation & Specialty Components business consists of automation and
engine retarder products. The Franchise Distribution business manufactures and distributes professional tools and a full-line of wheel service equipment.

Industrial Technologies Selected Financial Data

 Three Months Ended Nine Months Ended

($ in millions) September 30, 2016 October 2, 2015 September 30, 2016  October 2, 2015

Sales $ 843.9 $ 802.6 $ 2,452.1  $ 2,373.3
Operating profit 180.6 154.9 484.7  449.4
Depreciation 13.2 12.8 39.4  39.4
Amortization 5.5 4.9 16.3  15.1
Operating profit as a % of sales 21.4% 19.3% 19.8%  18.9%
Depreciation as a % of sales 1.6% 1.6% 1.6%  1.7%
Amortization as a % of sales 0.7% 0.6% 0.7%  0.6%
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Components of Sales Growth

 

% Change
Three Months Ended September

30, 2016 vs.
Comparable 
2015 Period

% Change
Nine Months Ended September 30,

2016 vs.
Comparable 
2015 Period

Existing businesses 4.7 % 3.9 %
Acquisitions (a) 0.9 % 0.4 %
Currency exchange rates (0.5)% (1.0)%
Total 5.1 % 3.3 %

(a) Includes the impact from both acquisitions and the Separation

The impact of year-over-year price increases in the segment increased slightly during both the three and nine months ended September 30, 2016, and are reflected as a
component of the change in sales from existing businesses.

Sales from existing businesses in the segment’s Transportation Technologies businesses grew at a high-single digit rate during both the three and nine months ended
September 30, 2016 as compared to the comparable periods of 2015, due primarily to strong demand for dispenser, payment systems and environmental compliance products
primarily in North America. During the three months ended September 30, 2016 the business began to experience a deceleration in EMV-related demand for indoor point-of-
sale solutions as the liability transfer related to EMV enhanced credit card security requirements occurred in October 2015; however, demand continues to increase for
dispensers and payment systems as customers in the United States continue to upgrade equipment to comply with the pending deadlines and liability shift related to outdoor
payment systems. The Company expects this trend to continue to drive growth at least through 2017.

Sales from existing businesses in the segment’s Automation & Specialty Components business declined at a low-single digit rate during the three months ended September 30,
2016 and at a mid-single digit rate during the nine months ended September 30, 2016, as compared to the comparable periods of 2015.  The businesses continued to experience
sequential year-over-year improvement in demand during the three months ended September 30, 2016 as compared to both the three months ended July 1, 2016 and April 1,
2016.  During the three months ended September 30, 2016, increased year-over-year demand for automation products was more than offset by the continued decline in demand
for engine retarder products due primarily to weakness in the North American truck market.  During the nine months ended September 30, 2016, increased year-over-year
demand for industrial automation products was more than offset by soft year-over-year demand in certain medical and defense related end markets as well as the decline in
demand for engine retarder products.  Geographically, year-over-year demand during the three and nine months ended September 30, 2016 was weak in North America, partly
offset by growth in Europe and China.

Sales from existing businesses in the segment’s Franchise Distribution business grew at a mid-single digit rate during both the three and nine months ended September 30,
2016, as compared to the comparable periods of 2015, due primarily to continued net increases in franchisees as well as continued growth in demand for professional tool
products and tool storage products, primarily in the United States. This growth was partly offset by year-over-year declines in wheel service equipment sales during both the
three and nine months ended September 30, 2016.

Operating profit margins increased 210 basis points during the three months ended September 30, 2016 as compared to the comparable period of 2015. The following factors
favorably impacted year-over-year operating profit margin comparisons:

• Higher 2016 sales volumes, incremental year-over-year pricing improvements and the incrementally favorable impact of the impairment of certain tradenames used in
the segment in 2015 and 2016, net of incremental year-over-year costs associated with various new product development and sales and marketing growth
investments: 200 basis points

• The incremental net accretive effect in 2016 of acquired businesses: 10 basis points
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Operating profit margins increased 90 basis points during the nine months ended September 30, 2016 as compared to the comparable period of 2015. The following factors
favorably impacted year-over-year operating profit margin comparisons:

• Higher 2016 sales volumes, incremental year-over-year pricing improvements and the incrementally favorable impact of the impairment of certain tradenames used in
the segment in 2015 and 2016, net of incremental year-over-year costs associated with various growth investments, new product development and sales and
marketing growth investments and the continued effect of a strong U.S. dollar: 80 basis points

• The incremental net accretive effect in 2016 of acquired businesses: 10 basis points

COST OF SALES AND GROSS PROFIT

 Three Months Ended Nine Months Ended

($ in millions) September 30, 2016  October 2, 2015 September 30, 2016  October 2, 2015

Sales $ 1,567.4  $ 1,524.6 $ 4,597.2  $ 4,603.0
Cost of sales (794.5)  (777.4) (2,361.0)  (2,360.3)
Gross profit 772.9  747.2 2,236.2  2,242.7
Gross profit margin 49.3%  49.0% 48.6%  48.7%

The year-over-year increase in cost of sales during the three months ended September 30, 2016 as compared to the comparable period in 2015 is due primarily to the impact of
higher year-over-year sales volumes partly offset by incremental year-over-year cost savings associated with restructuring and productivity, material cost and supply chain
improvement actions and the continued effect of a strong U.S. dollar.

Cost of sales was essentially flat during the nine months ended September 30, 2016 as compared to the comparable period in 2015 due primarily to incremental year-over-year
costs associated with various growth investments, partly offset by the impact of lower year-over-year sales volumes, incremental year-over-year cost savings associated with
restructuring and productivity, material cost and supply chain improvement actions and the continued effect of a strong U.S. dollar.

The year-over-year increase in gross profit (and the related 30 basis point increase in gross profit margin) during the three months ended September 30, 2016 as compared to the
comparable period in 2015 is due primarily to the favorable impact of higher year-over-year sales volumes, incremental year-over-year cost savings associated with 2015
restructuring activities, continued productivity, material cost and supply chain improvements and favorable year-over-year price increases.

The year-over-year decrease in gross profit (and the related 10 basis point decrease in gross profit margin) during the nine months ended September 30, 2016 as compared to
the comparable period in 2015 is due primarily to lower year-over-year sales volumes, incremental year-over-year costs associated with various growth investments and the
continued effect of a strong U.S. dollar, partly offset by the favorable impact of incremental year-over-year cost savings associated with 2015 restructuring activities, continued
productivity, material cost and supply chain improvements and favorable year-over-year price increases.

OPERATING EXPENSES

 Three Months Ended  Nine Months Ended

($ in millions) September 30, 2016 October 2, 2015  September 30, 2016  October 2, 2015

Sales $ 1,567.4 $ 1,524.6  $ 4,597.2  $ 4,603.0
Selling, general and administrative (“SG&A”) expenses 354.5 349.7  1,042.3  1,024.4
Research and development (“R&D”) expenses 95.2 95.7  285.6  286.7
SG&A as a % of sales 22.6% 22.9%  22.7%  22.3%
R&D as a % of sales 6.1% 6.3%  6.2%  6.2%

SG&A expenses increased during both the three and nine months ended September 30, 2016 as compared to the comparable periods of 2015 due primarily to increased general
and administrative costs associated with the Separation and incurred in preparation for being a stand-alone company, partly offset by the incrementally favorable impact of
year-over-year impairment charges recorded during the three months ended September 30, 2016 and October 1, 2015 related to certain tradenames used in the Industrial
Technologies segment.

SG&A expenses as a percentage of sales decreased 30 basis points on a year-over-year basis for the three months ended September 30, 2016 and increased 40 basis points on a
year-over-year basis for the nine months ended September 30, 2016. The decrease in SG&A expense as a percentage of sales during the three months ended September 30, 2016
as compared to the comparable period of 2015 is due primarily to the impact of higher sales volumes during the period, partly offset by continued investments in the Company's
sales and marketing growth initiatives and increased general and administrative costs incurred during 2016 associated with the Separation and in preparation for being a stand-
alone company. The increase in SG&A expense as a percentage of sales during the nine months ended September 30, 2016, as compared to the comparable period of 2015 is
driven by continued investments in the Company's sales and marketing growth initiatives, increased general and
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administrative costs incurred during 2016 associated with the Separation and in preparation for being a stand-alone company and the impact of lower sales volumes.

R&D expenses remained relatively flat during both the three and nine months ended September 30, 2016 as compared to the comparable periods of 2015. R&D expenses as a
percentage of sales decreased 20 basis points during the three months ended September 30, 2016 due primarily to the impact of higher sales volumes during the period, partly
offset by continued investment in new product development initiatives. R&D expenses as a percentage of sales remained flat during the nine months ended September 30, 2016
as compared to the comparable periods of 2015.

INTEREST COSTS

For a discussion of the Company's outstanding indebtedness, refer to Note 5 to the Consolidated and Combined Condensed Financial Statements.

Interest expense of $23.4 million and $26.1 million was recorded for the three and nine months ended September 30, 2016, respectively, arising from the Company's
outstanding indebtedness, initiated in June 2016. Before the Separation, the Company was dependent on Danaher for all of its working capital and financing requirements under
Danaher's centralized approach to cash management and financing of operations of its subsidiaries. As a result, with the exception of cash, cash equivalents and borrowings
clearly associated with Fortive and related to the Separation, the Company recorded no interest expense in its combined financial statements for periods prior to the Separation.
In the event that additional liquidity is required, particularly in connection with acquisitions, the Company may enter into additional borrowings under its commercial paper
programs or credit facilities and/or access the capital markets. If the Company enters into such additional financing transactions, the amount of annual interest expense will
increase.

INCOME TAXES

The Company’s effective tax rate for the three and nine months ended September 30, 2016 was 24.3% and 26.6% respectively, as compared to 34.9% and 32.6% for the three
and nine months ended October 2, 2015, respectively.

The Company’s effective tax rate for 2016 and 2015 differs from the U.S. federal statutory rate of 35% due principally to the Company’s earnings outside the United States that
are indefinitely reinvested and taxed at rates lower than the U.S. federal statutory rate and the impact of credits and deductions provided by law.

The effective tax rate for the fourth quarter of 2016 (taking into consideration the impact of the Separation that was completed on July 2, 2016) is forecasted to be
approximately 27.9% based on the projected mix of earnings before tax by jurisdiction excluding the impact of any matters that would be treated as "discrete." The actual mix
of earnings by jurisdiction could fluctuate from the Company’s projection which would impact the Company’s effective tax rate for the period. In addition, the tax effects of
discrete items, including accruals related to tax contingencies, the resolution of certain worldwide tax matters, and changes in tax regulations, are reflected in the period in
which they occur. As a result, it is reasonably possible that the actual effective tax rate used for financial reporting purposes will change in future periods.

In accordance with the tax matters agreement, Danaher is liable for and has indemnified Fortive against all income tax liabilities involving "Joint" filings for periods prior to the
Separation. The Company remains liable for certain pre-Separation income tax liabilities including those related to "Separate" filings. Joint filings involve legal entities, such as
those in the United States, that include operations of both Danaher and the Company. Separate filings include certain non-U.S. entities that exclusively include either Danaher's
or the Company's operations, respectively.

COMPREHENSIVE INCOME

Comprehensive income increased $20 million for the three months ended September 30, 2016 as compared to the comparable period of 2015, due primarily to higher net
earnings and favorable pension adjustments, partly offset by unfavorable changes in foreign currency translation.  For the three months ended September 30, 2016, the
Company recorded a foreign currency translation loss of $26 million compared to a translation loss of $10 million for the three months ended October 2, 2015. 

Comprehensive income increased $101 million for the nine months ended September 30, 2016 as compared to the comparable period of 2015, due primarily to higher net
earnings and favorable changes in foreign currency translation, partly offset by less favorable pension adjustments.  For the nine months ended September 30, 2016, the
Company recorded a foreign currency translation loss of $14 million compared to a translation loss of $100 million for the nine months ended October 2, 2015. 
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INFLATION

The effect of inflation on the Company’s sales and net earnings was not significant in either the three or nine months ended September 30, 2016.

LIQUIDITY AND CAPITAL RESOURCES

Prior to the Separation, the Company was dependent upon Danaher for all of its working capital and financing requirements under Danaher’s centralized approach to cash
management and financing of operations of its subsidiaries. With the exception of cash, cash equivalents and borrowings clearly associated with Fortive and related to the
Separation, including the financial transactions described below, financial transactions relating to the business operations of the Company during the period prior to the
Separation were accounted for through the Former Parent's investment, net ("Former Parent's Investment") account of the Company. Accordingly, none of the Former Parent's
cash, cash equivalents or debt at the corporate level was assigned to the Company in the financial statements for the periods prior to the Separation.

As a result of the Separation, the Company no longer participates in Danaher’s cash management and financing operations. Management assesses the Company’s liquidity in
terms of its ability to generate cash to fund its operating and investing activities. The Company generates substantial cash from operating activities and believes that its
operating cash flow and other sources of liquidity will be sufficient to allow it to continue to invest in existing businesses, consummate strategic acquisitions, make interest
payments on its outstanding indebtedness, and manage its capital structure on a short and long-term basis.

In June 2016, the Company completed the following financing transactions:

• Entered into a credit agreement with a syndicate of banks providing for a three-year $500 million senior term facility (the “Term Facility”) and a five-year $1.5
billion senior unsecured revolving credit facility that expires on June 16, 2021 (the “Revolving Credit Facility,” and together with the Term Facility, the “Credit
Agreement”). The Company borrowed the entire $500 million of loans under the Term Facility;

• Completed the private placement of $2.5 billion of senior unsecured notes in multiple series (collectively, the “Notes”); and

• Established a commercial paper program supported by the Revolving Credit Facility.

These financing activities yielded net proceeds of approximately $3.5 billion (including commercial paper outstanding as of September 30, 2016 of $527 million), of which
approximately $3.0 billion was paid to Danaher in June 2016 as a cash dividend in connection with the Separation. Refer to Note 5 of the Consolidated and Combined
Condensed Financial Statements for more information related to the Company’s long-term indebtedness.

In connection with the issuance of the Notes, the Company entered into a registration rights agreement, pursuant to which the Company is obligated to use commercially
reasonable efforts to file with the SEC, and cause to be declared effective, a registration statement with respect to an offer to exchange each series of Notes for registered notes
with terms that are substantially identical to the Notes of such series. Alternatively, if the exchange offers are not available or cannot be completed, the Company would be
required to use commercially reasonable efforts to file, and cause to be declared effective, a shelf registration statement to cover resales of the Notes under the Securities Act. If
the Company does not comply with these obligations, it will be required to pay additional interest on the Notes.
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Overview of Cash Flows and Liquidity

Following is an overview of the Company’s cash flows and liquidity for the nine months ended September 30, 2016:

 Nine Months Ended

($ in millions) September 30, 2016 October 2, 2015

Net cash provided by operating activities $ 819.4 $ 621.1

  
Cash paid for acquisitions $ (190.6) $ —
Payments for additions to property, plant and equipment (90.0) (87.0)
All other investing activities 4.3 3.1
Net cash used in investing activities $ (276.3) $ (83.9)

  
Net proceeds from borrowings (maturities of 90 days or less) $ 525.6 $ —
Proceeds from borrowings (maturities longer than 90 days) $ 2,983.0 $ —
Cash dividend paid to Former Parent (3,000.0) —
Payment of cash dividend to shareholders (24.2) —
Net transfers to Former Parent (301.4) (537.2)
All other financing activities (2.2) —
Net cash provided by (used in) financing activities $ 180.8 $ (537.2)

Operating Activities

Cash flows from operating activities can fluctuate significantly from period-to-period as working capital needs and the timing of payments for income taxes, restructuring
activities and other items impact reported cash flows.

Operating cash flows were approximately $819.4 million for the first nine months of 2016, an increase of $198.3 million, or approximately 32%, as compared to the
comparable period of 2015. The year-over-year change in operating cash flows from 2015 to 2016 was primarily attributable to the following factors:

• 2016 operating cash flows benefited from higher net earnings for the first nine months of 2016 as compared to the comparable period in 2015.

• The aggregate of trade accounts receivable, inventories and trade accounts payable used $62.4 million in operating cash flows during the first nine months of 2016,
compared to $88.5 million used in the comparable period of 2015. The amount of cash flow generated from or used by the aggregate of trade accounts receivable,
inventories and trade accounts payable depends upon how effectively the Company manages the cash conversion cycle, which effectively represents the number of
days that elapse from the day it pays for the purchase of raw materials and components to the collection of cash from its customers and can be significantly impacted
by the timing of collections and payments in a period.

• The aggregate of prepaid expenses and other assets and accrued expenses and other liabilities provided $62.2 million of operating cash flows during the
first nine months of 2016, compared to $86.6 million used in the comparable period of 2015. This source of operational cash flow resulted primarily from the timing of
cash payments for income taxes, interest and various employee-related liabilities.

Investing Activities

Cash flows relating to investing activities consist primarily of cash used for acquisitions and capital expenditures. Net cash used in investing activities increased $192 million
during the nine months ended September 30, 2016 as compared to the comparable period of 2015, due primarily to the business acquisitions during 2016 and a slight increase in
capital expenditures.

Capital expenditures are made primarily for increasing capacity, replacing equipment, supporting new product development initiatives, and improving information technology
systems. Capital expenditures increased $3 million during the nine months ended September 30, 2016 as compared to the comparable period of 2015 due primarily to timing of
these investments within the year. For the full year 2016, the Company expects capital spending to be between $110 million and $130 million, though actual expenditures will
ultimately depend on business conditions.
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Financing Activities and Indebtedness

Cash flows from financing activities consist primarily of cash inflows associated with the issuance of commercial paper and other debt, offset by payments and net transfers to
Danaher and payments of quarterly cash dividends to shareholders. Cash provided by financing activities was $181 million for the nine months ended September 30, 2016, an
increase of $718 million as compared to the comparable period in 2015, due primarily to the Company’s incurrence of approximately $3.5 billion of indebtedness as described
above, offset by an increase in payments and transfers to Danaher of approximately $2.8 billion.

The Company generally expects to satisfy any short-term liquidity needs that are not met through operating cash flows and available cash primarily through issuances of
commercial paper under its commercial paper program. Under this program, the Company may issue and sell unsecured, short-term promissory notes with maturities not
exceeding 397 days. As of September 30, 2016, borrowings outstanding under the Company’s commercial paper program had a weighted average annual interest rate
of 0.9% and a weighted average remaining maturity of approximately 20 days. The Company classified its borrowings outstanding under the commercial paper programs as
of September 30, 2016 as long-term debt in the accompanying Consolidated and Combined Condensed Balance Sheet as the Company had the intent and ability, as supported
by availability under the Revolving Credit Facility to refinance these borrowings for at least one year from the balance sheet date.  As commercial paper obligations mature, the
Company may issue additional short-term commercial paper obligations to refinance all or part of these borrowings.

Credit support for the commercial paper program is provided by the Revolving Credit Facility. The availability of the Revolving Credit Facility as a standby liquidity facility to
repay maturing commercial paper is an important factor in maintaining the existing credit ratings of the Company’s commercial paper program. The Company expects to limit
any borrowings under the Revolving Credit Facility to amounts that would leave sufficient credit available under the facility to allow the Company to borrow, if needed, to
repay all of the outstanding commercial paper as it matures.

The carrying value of total debt outstanding as of September 30, 2016 was approximately $3.5 billion. The Company had $1.5 billion available under its Revolving Credit
Facility as of September 30, 2016; of this amount, approximately $0.5 billion was being used to backstop outstanding commercial paper balances.  Accordingly, the Company
had the ability to incur an additional $1.0 billion of indebtedness under the Revolving Credit Facility as of September 30, 2016. Refer to Note 5 of the Consolidated and
Combined Condensed Financial Statements for information regarding the Company’s financing activities and indebtedness.

Dividends

In the third quarter of 2016, the Company declared a regular quarterly dividend of $0.07 per share paid on September 30, 2016 to holders of record on August 26, 2016,
representing the Company's first quarterly dividend. Aggregate cash payments for dividends paid to shareholders during the first nine months of 2016 were $24.2 million.

Cash and Cash Requirements

As of September 30, 2016, the Company held approximately $724.8 million of cash and cash equivalents that were invested in highly liquid investment-grade debt instruments
with a maturity of 90 days or less. Substantially all of the cash was held outside of the United States.

While repatriation of some cash held outside the United States may be restricted by local laws, most of the Company’s foreign cash balances could be repatriated to the United
States but, under current law, would be subject to U.S. federal income taxes, less applicable foreign tax credits. For most of its foreign subsidiaries, the Company makes an
election regarding the amount of earnings intended for indefinite reinvestment, with the balance available to be repatriated to the United States. The Company has recorded a
current tax liability for the funds that it plans to repatriate to the United States this year. No provisions for U.S. income taxes have been made with respect to earnings that are
planned to be reinvested indefinitely outside the United States, and the amount of U.S. income taxes that may be applicable to such earnings is not readily determinable given
the various alternatives the Company could employ if it repatriated these earnings. The cash that the Company’s foreign subsidiaries hold for indefinite reinvestment is
generally used to finance foreign operations and investments, including acquisitions. As of September 30, 2016, management believes that it has sufficient liquidity to satisfy its
cash needs, including its cash needs in the United States.

Until the Separation, the Company was dependent upon Danaher for all of its working capital and financing requirements under Danaher’s centralized approach to cash
management and financing of operations of its subsidiaries. Because the Company was part of Danaher for the periods prior to Separation, no cash, cash equivalents and
borrowings were included in the Consolidated and Combined Condensed Financial Statements at December 31, 2015. For all periods prior to the Separation, other financial
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transactions relating to the business operations of the Company were accounted for through the Former Parent's Investment account of the Company.

The Company has cash requirements to support working capital needs, capital expenditures and acquisitions, pay interest and service debt, pay taxes and any related interest or
penalties, fund its restructuring activities and pension plans as required, and support other business needs or objectives. With respect to the Company’s cash requirements, the
Company generally intends to use available cash and internally generated funds to meet these cash requirements, but in the event that additional liquidity is required,
particularly in connection with acquisitions, the Company may also borrow under its commercial paper programs or credit facilities, enter into new credit facilities and either
borrow directly thereunder or use such credit facilities to backstop additional borrowing capacity under its commercial paper programs and/or access the capital markets. The
Company also may from time to time access the capital markets, including to take advantage of favorable interest rate environments or other market conditions.     

CRITICAL ACCOUNTING ESTIMATES

There were no material changes during the nine months ended September 30, 2016 to the items the Company disclosed as its critical accounting policies and estimates in
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” in the Company’s Information Statement.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Quantitative and qualitative disclosures about market risk appear in “Management’s Discussion and Analysis of Financial Condition and Results of Operations — Financial
Instruments and Risk Management,” in the Company’s Information Statement. Other than as set forth below, there were no material changes during the nine months
ended September 30, 2016 to the information reported in the Company’s Information Statement.

Interest Rates

The Company manages interest cost using a mixture of fixed-rate and variable-rate debt. A change in interest rates on long-term debt impacts the fair value of the Company’s
fixed-rate long-term debt but not the Company’s earnings or cash flow because the interest on such debt is fixed. Generally, the fair market value of fixed-rate debt will increase
as interest rates fall and decrease as interest rates rise. As of September 30, 2016, an increase of 100 basis points in interest rates would have decreased the fair value of the
Company’s fixed-rate long-term debt by approximately $210 million.

As of September 30, 2016, the Company’s variable-rate debt obligations consisted primarily of U.S. dollar commercial paper and term loan borrowings (refer to Note 5 to the
Consolidated and Combined Condensed Financial Statements for information regarding the Company’s outstanding indebtedness as of September 30, 2016). As a result, the
Company’s primary interest rate exposure results from changes in short-term interest rates. As these shorter duration obligations mature, the Company anticipates issuing
additional short-term commercial paper obligations and term loans to refinance all or part of these borrowings. For the three months ended September 30, 2016, the average
annual interest rate associated with outstanding commercial paper and term loan borrowings was approximately 1.3% and the Company recorded interest expense of $3.4
million on these variable-rate obligations.  A hypothetical 10% increase in interest rates would have increased the Company’s interest expense by $0.3 million for the three
months ended September 30, 2016.

ITEM 4. CONTROLS AND PROCEDURES

The Company’s management, with the participation of the Company’s President and Chief Executive Officer, and Senior Vice President and Chief Financial Officer, has
evaluated the effectiveness of the Company’s disclosure controls and procedures (as such term is defined in Rules 13a-15(e) and 15d-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. Based on such evaluation, the Company’s President and Chief Executive Officer,
and Senior Vice President and Chief Financial Officer, have concluded that, as of the end of such period, the Company’s disclosure controls and procedures were effective.

There have been no changes in the Company’s internal control over financial reporting (as such term is defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act) that
occurred during the Company’s most recent completed fiscal quarter that have materially affected, or are reasonably likely to materially affect, the Company’s internal control
over financial reporting.
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PART II - OTHER INFORMATION

ITEM 1A. RISK FACTORS

Information regarding risk factors appears in “Management’s Discussion and Analysis of Financial Condition and Results of Operations - Information Related to
Forward-Looking Statements,” in Part I - Item 2 of this Form 10-Q and in the "Risk Factors" section of the Company's Information Statement. There were no material changes
during the quarter ended September 30, 2016 to the risk factors reported in the "Risk Factors" section of the Company's Information Statement.
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ITEM 6. EXHIBITS

 
Exhibit
Number      Description

3.1 Amended and Restated Certificate of Incorporation of Fortive Corporation (incorporated by reference to Exhibit 3.1 to Fortive Corporation’s
Current Report on Form 8-K filed on July 7, 2016, File No. 1-37654).

 

3.2 Amended and Restated Bylaws of Fortive Corporation (incorporated by reference to Exhibit 3.2 to Fortive Corporation’s Current Report on Form
8-K filed on July 7, 2016, File No. 1-37654).

 
10.1   Aircraft Time Sharing Agreement, dated July 18, 2016, between Fortive Corporation and James Lico.
 
10.2   Aircraft Time Sharing Agreement, dated July 18, 2016, between Fortive Corporation and Charles McLaughlin.
 

11.1   
Computation of per-share earnings (See Note 10, “Capital Stock and Earnings Per Share”, to our Consolidated and Combined Condensed Financial
Statements).

 

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.

 

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.

 

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.

 

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.

 

101.INS   
XBRL Instance Document* - the instance document does not appear in the Interactive Data File because XBRL tags are embedded within the
Inline XBRL document.

 
101.SCH   XBRL Taxonomy Extension Schema Document*
 
101.CAL   XBRL Taxonomy Extension Calculation Linkbase Document*
 
101.DEF   XBRL Taxonomy Extension Definition Linkbase Document*
 
101.LAB   XBRL Taxonomy Extension Label Linkbase Document*
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101.PRE   XBRL Taxonomy Extension Presentation Linkbase Document*

* Attached as Exhibit 101 to this report are the following documents formatted in XBRL (Extensible Business Reporting Language): (i) Consolidated and Combined
Condensed Balance Sheets as of September 30, 2016 and December 31, 2015, (ii) Consolidated and Combined Condensed Statements of Earnings for the three and nine
months ended September 30, 2016 and October 2, 2015, (iii) Consolidated and Combined Condensed Statements of Comprehensive Income for the three and nine months
ended September 30, 2016 and October 2, 2015, (iv) Consolidated and Combined Condensed Statement of Changes in Equity as of September 30, 2016, (v) Consolidated
and Combined Condensed Statements of Cash Flows for the nine months ended September 30, 2016 and October 2, 2015, and (vi) Notes to Consolidated and Combined
Condensed Financial Statements.
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SIGNATURES

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

 FORTIVE CORPORATION:
 

Date: October 27, 2016 By: /s/ Charles E. McLaughlin
 Charles E. McLaughlin
 Senior Vice President and Chief Financial Officer
 

Date: October 27, 2016 By: /s/ Emily A. Weaver
 Emily A. Weaver
 Chief Accounting Officer
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Exhibit 10.1

AIRCRAFT TIME SHARING AGREEMENT

THIS AIRCRAFT TIME SHARING AGREEMENT (this “Agreement”) is entered into as of July 18, 2016 by and between Fortive Corporation (“Owner”), a
Delaware corporation, with principal offices at 6920 Seaway Blvd, Everett, WA 98203 and James Lico (“Lessee”).

BACKGROUND:

A.  Owner or its subsidiary owns or leases and operates certain civil aircraft identified on Exhibit A to this Agreement (the “Aircraft”).

B.  Owner or its subsidiary employs fully qualified flight crews to operate the Aircraft; and

C.  From time to time, Lessee may desire to lease the Aircraft with a flight crew from Owner for Lessee’s personal travel at Lessee’s discretion on a non-
exclusive time sharing basis as defined in Section 91.501(c)(1) of the Federal Aviation Regulations (“FAR”).

NOW, THEREFORE, Owner and Lessee agree as follows:

1.        This Agreement shall govern personal use of the Aircraft by Lessee or by family members or guests of Lessee as and to the extent set forth in
such policy or policies as the Board of Directors of Owner, or the Compensation Committee thereof, shall adopt from time to time. Subject to the terms and
conditions of this Agreement, Owner agrees to lease, from time to time on a non-exclusive and non-continuous basis, the Aircraft to Lessee for Lessee’s
personal travel at Lessee’s discretion pursuant to the provisions of FAR Sections 91.501(b)(6), 91.501(c)(1) and 91.501(d) and to provide a fully qualified flight
crew for all operations for flights scheduled in accordance with the terms of this Agreement during the period commencing on the date of this Agreement and
terminating on the earlier of (a) the termination of this Agreement by consent of Owner and Lessee, (b) the date of Lessee’s termination of employment with
Owner and (c) the date of Lessee’s death. Owner shall have the right to add or substitute aircraft of similar type, quality, and equipment, and to remove aircraft
from the fleet, from time to time during the term of this Agreement. Owner shall send Lessee a revised Exhibit A upon each such change in the Aircraft.

2.        For each flight conducted under this Agreement and subject to the Owner’s Policy on Use of Company Aircraft that may be in effect from time to
time, Lessee shall pay Owner the actual, incremental cost to the Owner of such flight but only to the extent authorized by FAR Section 91.501(d) as in effect
from time to time. As of the effective date of this Agreement, such payment from Lessee to Owner for any specific flight shall not exceed:
 

(a)    fuel, oil, lubricants and other additives;

(b)    travel expenses of the crew, including food, lodging and ground transportation;

(c)    hangar and tie down costs away from the Aircraft’s base of operation;

(d)    insurance obtained for the specific flight;

(e)    landing fees, airport taxes and similar assessments;

(f)    customs, foreign permit and similar fees directly related to the flight;

(g)    in-flight food and beverages;

(h)    passenger ground transportation;
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(i)        flight planning and weather contract services;

(j) an additional charge equal to one hundred percent (100%) of the expenses listed in clause (a) above.

3.        Subject to the Owner’s Policy on Use of Company Aircraft that may be in effect from time to time, Owner will pay all expenses related to the
operation of each Aircraft when incurred and will provide quarterly invoices to Lessee for the expenses enumerated in Section 2 above. The Owner and Lessee
acknowledge that, with the exception of the expenses for in-flight food and beverages and passenger ground transportation, the payment of these expenses are
subject to the federal excise tax imposed under Section 4261 of the Internal Revenue Code. Lessee shall reimburse Owner for the expenses authorized by FAR
Section 91.501(d) plus applicable federal excise taxes within thirty (30) calendar days after receipt of the related invoice. Owner agrees to collect and remit to
the Internal Revenue Service for the benefit of Lessee all such federal excise taxes.

4.        In the event that Lessee desires to use the Aircraft pursuant to this Agreement, Lessee will so notify Owner and will provide Owner with requests
for flight time and proposed flight schedules as far as possible in advance of any given flight. Requests for flight time shall be in a form, whether oral or written,
mutually convenient to and agreed upon by Owner and Lessee. In addition to proposed schedules and flight times, Lessee shall provide at least the following
information for each proposed flight at some time prior to scheduled departure as required by Owner or Owner's flight crew:
 

(a)    departure point;

(b)    destinations;

(c)    date and time of flight;

(d)    the identity of each anticipated passenger;

(e)    the nature and extent of luggage or cargo to be carried;

(f)    the date and time of a return flight, if any; and

(g) any other information concerning the proposed flight that may be pertinent or required by Owner or Owner's flight crew.

5.        Owner shall have sole and exclusive authority over the scheduling of the Aircraft, including which Aircraft is used for any particular flight. Lessee’s
use of the Aircraft shall be on a non-exclusive and non-continuous basis and as needed and as available. Owner shall have the right to cancel Lessee’s
proposed use of the Aircraft by telephonic or other notice to Lessee at any time prior to the departure of the Aircraft. Owner retains the right, during the Term, (a)
to use and operate the Aircraft under FAR Part 91 and (b) to the extent permitted by the FARs, to lease and/or furnish (under separate time sharing or
interchange agreements) the Aircraft to one or more third parties who may also use and/or operate the Aircraft under FAR Part 91.

6.        Owner shall be solely responsible for securing maintenance, preventive maintenance, and required or otherwise necessary inspections on the
Aircraft and shall take such requirements into account in scheduling flights of the various Aircraft. No period of maintenance, preventive maintenance, or
inspection shall be delayed or postponed for the purpose of scheduling the Aircraft, unless such maintenance or inspection can be safely conducted at a later
time in compliance with all applicable laws and regulations, and within the sound discretion of the pilot-in-command. The pilot-in-command shall have final and
complete authority to cancel any flight for any reason or condition that in his or her judgment would compromise the safety of the flight.

7.        Owner shall be responsible for the physical and technical operation of the Aircraft and the safe performance of all flights and shall retain full
authority and control, including exclusive operational control, and possession of the Aircraft at all times during the term of this Agreement. Without limiting the
generality of the
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foregoing, Owner shall exercise exclusive authority over initiating, conducting or terminating any flight undertaken under this Agreement. Owner shall employ,
pay for, and provide to Lessee a qualified flight crew for each flight undertaken under this Agreement. In accordance with applicable FAR, the qualified flight
crew provided by Owner will exercise all required and/or appropriate duties and responsibilities with respect to the safety of each flight conducted under this
Agreement. The pilot-in-command shall have absolute discretion in all matters concerning the preparation of the Aircraft for flight and the flight itself, the load
carried and its distribution, the decision whether or not a flight shall be undertaken, the route to be flown, the place where landings shall be made and all other
matters relating to operation of the Aircraft. Lessee specifically agrees that the flight crew shall have final and complete authority to delay or cancel any flight for
any reason or condition which, in the sole judgment of the pilot-in-command, could compromise the safety of the flight and to take any other action which, in the
sole judgment of the pilot in command, is necessitated by considerations of safety. Without limiting the generality of Section 8, no such action of the pilot-in-
command shall create or support any liability for loss, injury, damage, or delay to Lessee or any other person.

8.        The Owner and Lessee agree that Owner shall not be liable to Lessee or any other person for loss, injury, or damage occasioned by the delay or
failure to furnish the Aircraft and crew pursuant to this Agreement for any reason.

9.        The risk of loss during the period when any Aircraft is operated on behalf of Lessee under this Agreement shall remain with Owner, and Owner will
retain all rights and benefits with respect to the proceeds payable under policies of hull insurance maintained by Owner that may be payable as a result of any
incident or occurrence while an Aircraft is being operated on behalf of Lessee under this Agreement. Lessee shall be named as an additional insured on
aviation liability insurance policies maintained by Owner on the Aircraft with respect to flights conducted pursuant to this Agreement. The liability insurance
policies on which Lessee is named an additional insured shall provide that as to Lessee coverage shall not be invalidated or adversely affected by any action or
inaction, omission or misrepresentation by Owner or any other person (other than Lessee). Any insurance policies maintained by Owner on any Aircraft used by
Lessee under this Agreement shall include a waiver of any rights of subrogation of the insurers against Lessee and shall be primary without any right of
contribution from any other insurance available to any other insureds or additional insureds.

10.      A copy of this Agreement shall be carried in the Aircraft and available for review upon the request of the FAA on all flights conducted pursuant to
this Agreement.

11.      Lessee represents, warrants and covenants to Owner that:
 

(a) he will use each Aircraft for and on his own account only and will not use any Aircraft for the purposes of providing transportation of passengers
or cargo in air commerce for compensation or hire;

(b) he shall refrain from incurring any mechanics or other lien in connection with inspection, preventative maintenance, maintenance or storage of
the Aircraft, whether permissible or impermissible under this Agreement, and he shall not attempt to convey, mortgage, assign, lease or any
way alienate the Aircraft or create any kind of lien or security interest involving the Aircraft or do anything or take any action that might mature
into such a lien;

(c) during the term of this Agreement, he will abide by and conform to all such laws, governmental, and airport orders, rules, and regulations as
shall from time to time be in effect relating in any way to the operation and use of the Aircraft by a time-sharing lessee.

12.      For purposes of this Agreement, the permanent base of operation of the Aircraft shall be Snomish County Airport at Paine Field, 9724nd place
West, Everett, Washington 98204, unless changed by Owner, in which event Owner shall notify Lessee of the new permanent base of operation of the Aircraft.
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13.      Owner and Lessee agree that the insurance specified in Section 9 shall provide the sole recourse to Lessee, his family members or guests on the
Aircraft, their personal representatives and any person claiming by, through, or under them (collectively, the “Lessee Parties”) for all claims, losses, liabilities,
obligations, demands, suits, judgments or causes of action, penalties, fines, costs and expenses of any nature whatsoever, including attorneys’ fees and
expenses (each, a “Claim” and collectively, the “Claims”) for or on account of, or arising out of, or in any way connected with Owner’s breach of this Agreement
or possession, maintenance, storage, use or operation of the Aircraft, including injury to or death of any persons, which may result from, arise out of, or is in any
way connected with the possession, maintenance, storage, use or operation of the Aircraft during the term of this Agreement. WITHOUT LIMITING THE
FOREGOING, IN NO EVENT SHALL OWNER OR ANY OF ITS AFFILIATES OR THEIR RESPECTIVE DIRECTORS, OFFICERS, MEMBERS, MANAGERS,
EMPLOYEES OR AGENTS BE LIABLE TO ANY OF THE LESSEE PARTIES OR ANY OTHER THIRD PARTIES, AS THE CASE MAY BE, FOR (i) ANY
CLAIMS IN EXCESS OF THE AMOUNT PAID TO ANY OF THE LESSEE PARTIES OR ANY OTHER THIRD PARTIES, AS APPLICABLE, BY OWNER’S
INSURANCE CARRIER, OR (ii) ANY INDIRECT, SPECIAL, CONSEQUENTIAL AND/OR PUNITIVE DAMAGES OF ANY KIND OR NATURE UNDER ANY
CIRCUMSTANCES OR FOR ANY REASONINCLUDING ANY DELAY OR FAILURE TO FURNISH ANY OF THE AIRCRAFT OR CAUSED OR OCCASIONED
BY THE PERFORMANCE OR NON-PERFORMANCE OF ANY SERVICES COVERED BY THIS AGREEMENT.

14.      Neither this Agreement nor any party’s interest in this Agreement shall be assignable to any other person or entity. This Agreement shall be
binding upon, and shall inure to the benefit of, the parties hereto and their respective successors and personal representatives. Nothing in this Agreement,
express or implied, is intended to confer on any person or entity, other than the parties and their respective successors and personal representatives, any
rights, remedies, benefits, obligations or liabilities hereunder, except as specifically provided herein or otherwise specifically agreed to in writing by the parties.

15.      This Agreement shall be governed by and construed in accordance with the laws of the State of Delaware (excluding the conflicts of law rules
thereof).

16.      This Agreement constitutes the entire understanding between Owner and Lessee with respect to its subject matter, and there are no
representations, warranties, conditions, covenants, or agreements other than as set forth expressly herein. Any amendments, waivers or modifications of or to
this Agreement shall be in writing and signed by authorized representatives of both parties. This Agreement may be executed in counterparts, which shall,
singly or in the aggregate, constitute a fully executed and binding agreement.

17.      Any notice, request, or other communication to any party by the other party under this Agreement shall be conveyed in writing and shall be
deemed given on the earlier of the date (i) notice is personally delivered with receipt acknowledged, (ii) a facsimile notice is transmitted, or (iii) three
(3) calendar days after notice is mailed by certified mail, return receipt requested, postage paid, and addressed to the party at the address set forth below. The
address of a party to which notices or copies of notice are to be given may be changed from time to time by such party by written notice to the other party.
 

If to Owner:

Fortive Corporation
6920 Seaway Blvd
Everett, WA 98203
Attention: General Counsel
Fax: 425-446-6716

If to Lessee:

James Lico
Fortive Corporation
6920 Seaway Blvd
Everett, WA 98203
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Fax: 425-446-6716

18.      If any one or more of the provisions of the Agreement shall be held invalid, illegal, or unenforceable, the remaining provisions of this Agreement
shall be unimpaired, and the invalid, illegal, or unenforceable provision shall be replaced by a mutually acceptable provision, which, being valid, legal, and
enforceable, comes closest to the intention of the parties underlying the invalid, illegal, or unenforceable provision. To the extent permitted by applicable law,
the parties hereby waive any provision of law, which renders any provision of this Agreement prohibited or unenforceable in any respect. The failure or delay on
the part of any party hereto to insist upon or enforce strict performance of any provision of this Agreement by any other party hereto, or to exercise any right,
power or remedy under this Agreement, shall not be deemed or construed as a waiver thereof. A waiver by any party hereto of any provision of this Agreement
or of any breach thereof shall not be deemed or construed as a general waiver thereof or of any other provision or rights thereunder.

19.      THE AIRCRAFT SHALL BE LEASED TO LESSEE HEREUNDER IN AN “AS IS, WHERE IS” CONDITION. NEITHER OWNER (NOR ITS
AFFILIATES) MAKES, HAS MADE OR SHALL BE DEEMED TO MAKE OR HAVE MADE, AND OWNER (FOR ITSELF AND ITS AFFILIATES) HEREBY
DISCLAIMS, ANY WARRANTY OR REPRESENTATION, EITHER EXPRESS OR IMPLIED, WRITTEN OR ORAL, WITH RESPECT TO ANY AIRCRAFT TO BE
USED HEREUNDER OR ANY ENGINE OR COMPONENT THEREOF INCLUDING, WITHOUT LIMITATION, ANY WARRANTY AS TO DESIGN,
COMPLIANCE WITH SPECIFICATIONS, QUALITY OF MATERIALS OR WORKMANSHIP, MERCHANTABILITY, FITNESS FOR ANY PURPOSE, USE OR
OPERATION, AIRWORTHINESS, SAFETY, PATENT, TRADEMARK OR COPYRIGHT INFRINGEMENT OR TITLE. .

20.      The limitations of liability, disclaimers and exculpations set forth in this Agreement shall survive the termination of this Agreement, whether by its
terms, by operation of law or otherwise.

21.      With respect to the Truth in leasing requirements of FAR Section 91.23:

(a) Owner will provide a copy of this Agreement to the Federal Aviation Administration, Aircraft Registration Branch, Technical Section, in Oklahoma
City, Oklahoma within twenty-four hours of its execution. In addition, Owner will notify the FAA flight standards district office nearest the airport
where the first flight under this Agreement will originate and provide it with a copy of this Agreement at least forty-eight (48) hours before takeoff of
such flight, informing the FAA of (i) the location of the airport of departure; (ii) the departure time; and (iii) the registration number of the aircraft
involved;

(b) Truth in leasing statement under FAR Section 91.23:

(i) OWNER HEREBY CERTIFIES THAT EACH AIRCRAFT HAS BEEN INSPECTED AND MAINTAINED WITHIN THE TWELVE (12) MONTH
PERIOD PRECEDING THE EXECUTION OF THIS AGREEMENT, EXCEPT TO THE EXTENT THE AIRCRAFT IS LESS THAN TWELVE
(12) MONTHS OLD, IN ACCORDANCE WITH THE PROVISIONS OF FAR PART 91. EACH OF OWNER AND LESSEE CERTIFIES THAT
THE AIRCRAFT WILL BE MAINTAINED AND INSPECTED IN COMPLIANCE WITH THE APPLICABLE MAINTENANCE AND INSPECTION
REQUIREMENTS OF FAR PART 91 FOR ALL OPERATIONS TO BE CONDUCTED DURING THE TERM OF THIS AGREEMENT.

(ii) OWNER, WHOSE NAME AND ADDRESS ARE SET FORTH ABOVE, SHALL BE SOLELY RESPONSIBLE FOR OPERATIONAL CONTROL
OF THE AIRCRAFT DURING THE TERM OF THIS AGREEMENT.

(iii) EACH OF OWNER AND LESSEE CERTIFIES THAT IT UNDERSTANDS ITS RESPONSIBILITIES FOR COMPLIANCE WITH APPLICABLE
FEDERAL AVIATION REGULATIONS.
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(iv) AN EXPLANATION OF FACTORS BEARING ON OPERATIONAL CONTROL AND PERTINENT FARS CAN BE OBTAINED FROM THE
NEAREST FAA FLIGHT STANDARDS DISTRICT OFFICE, GENERAL AVIATION DISTRICT OFFICE, OR AIR CARRIER DISTRICT OFFICE.

 

[SIGNATURES ON FOLLOWING PAGE]
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IN WITNESS WHEREOF, Owner and Lessee have caused the signatures of their authorized representatives to be affixed below on the day and year first
above written.

FORTIVE CORPORATION

By: /s/ Peter Underwood    
Name:    Peter Underwood
Title:    SVP, General Counsel

/s/ James Lico    
James Lico

7



Exhibit A

United States Registration Number Aircraft Type Manufacturer’s Serial Number

N909PM Dassault Falcon 900B 176

 

8



Exhibit 10.2

AIRCRAFT TIME SHARING AGREEMENT

THIS AIRCRAFT TIME SHARING AGREEMENT (this “Agreement”) is entered into as of July 18, 2016 by and between Fortive Corporation (“Owner”), a
Delaware corporation, with principal offices at 6920 Seaway Blvd, Everett, WA 98203 and Charles McLaughlin (“Lessee”).

BACKGROUND:

A.  Owner or its subsidiary owns or leases and operates certain civil aircraft identified on Exhibit A to this Agreement (the “Aircraft”).

B.  Owner or its subsidiary employs fully qualified flight crews to operate the Aircraft; and

C.  From time to time, Lessee may desire to lease the Aircraft with a flight crew from Owner for Lessee’s personal travel at Lessee’s discretion on a non-
exclusive time sharing basis as defined in Section 91.501(c)(1) of the Federal Aviation Regulations (“FAR”).

NOW, THEREFORE, Owner and Lessee agree as follows:

1.        This Agreement shall govern personal use of the Aircraft by Lessee or by family members or guests of Lessee as and to the extent set forth in
such policy or policies as the Board of Directors of Owner, or the Compensation Committee thereof, shall adopt from time to time. Subject to the terms and
conditions of this Agreement, Owner agrees to lease, from time to time on a non-exclusive and non-continuous basis, the Aircraft to Lessee for Lessee’s
personal travel at Lessee’s discretion pursuant to the provisions of FAR Sections 91.501(b)(6), 91.501(c)(1) and 91.501(d) and to provide a fully qualified flight
crew for all operations for flights scheduled in accordance with the terms of this Agreement during the period commencing on the date of this Agreement and
terminating on the earlier of (a) the termination of this Agreement by consent of Owner and Lessee, (b) the date of Lessee’s termination of employment with
Owner and (c) the date of Lessee’s death. Owner shall have the right to add or substitute aircraft of similar type, quality, and equipment, and to remove aircraft
from the fleet, from time to time during the term of this Agreement. Owner shall send Lessee a revised Exhibit A upon each such change in the Aircraft.

2.        For each flight conducted under this Agreement and subject to the Owner’s Policy on Use of Company Aircraft that may be in effect from time to
time, Lessee shall pay Owner the actual, incremental cost to the Owner of such flight but only to the extent authorized by FAR Section 91.501(d) as in effect
from time to time. As of the effective date of this Agreement, such payment from Lessee to Owner for any specific flight shall not exceed:
 

(a)    fuel, oil, lubricants and other additives;

(b)    travel expenses of the crew, including food, lodging and ground transportation;

(c)    hangar and tie down costs away from the Aircraft’s base of operation;

(d)    insurance obtained for the specific flight;

(e)    landing fees, airport taxes and similar assessments;

(f)    customs, foreign permit and similar fees directly related to the flight;

(g)    in-flight food and beverages;

(h)    passenger ground transportation;
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(i)        flight planning and weather contract services;

(j) an additional charge equal to one hundred percent (100%) of the expenses listed in clause (a) above.

3.        Subject to the Owner’s Policy on Use of Company Aircraft that may be in effect from time to time, Owner will pay all expenses related to the
operation of each Aircraft when incurred and will provide quarterly invoices to Lessee for the expenses enumerated in Section 2 above. The Owner and Lessee
acknowledge that, with the exception of the expenses for in-flight food and beverages and passenger ground transportation, the payment of these expenses are
subject to the federal excise tax imposed under Section 4261 of the Internal Revenue Code. Lessee shall reimburse Owner for the expenses authorized by FAR
Section 91.501(d) plus applicable federal excise taxes within thirty (30) calendar days after receipt of the related invoice. Owner agrees to collect and remit to
the Internal Revenue Service for the benefit of Lessee all such federal excise taxes.

4.        In the event that Lessee desires to use the Aircraft pursuant to this Agreement, Lessee will so notify Owner and will provide Owner with requests
for flight time and proposed flight schedules as far as possible in advance of any given flight. Requests for flight time shall be in a form, whether oral or written,
mutually convenient to and agreed upon by Owner and Lessee. In addition to proposed schedules and flight times, Lessee shall provide at least the following
information for each proposed flight at some time prior to scheduled departure as required by Owner or Owner's flight crew:

(a)    departure point;

(b)    destinations;

(c)    date and time of flight;

(d)    the identity of each anticipated passenger;

(e)    the nature and extent of luggage or cargo to be carried;

(f)    the date and time of a return flight, if any; and

(g) any other information concerning the proposed flight that may be pertinent or required by Owner or Owner's flight crew.

5.        Owner shall have sole and exclusive authority over the scheduling of the Aircraft, including which Aircraft is used for any particular flight. Lessee’s
use of the Aircraft shall be on a non-exclusive and non-continuous basis and as needed and as available. Owner shall have the right to cancel Lessee’s
proposed use of the Aircraft by telephonic or other notice to Lessee at any time prior to the departure of the Aircraft. Owner retains the right, during the Term, (a)
to use and operate the Aircraft under FAR Part 91 and (b) to the extent permitted by the FARs, to lease and/or furnish (under separate time sharing or
interchange agreements) the Aircraft to one or more third parties who may also use and/or operate the Aircraft under FAR Part 91.

6.        Owner shall be solely responsible for securing maintenance, preventive maintenance, and required or otherwise necessary inspections on the
Aircraft and shall take such requirements into account in scheduling flights of the various Aircraft. No period of maintenance, preventive maintenance, or
inspection shall be delayed or postponed for the purpose of scheduling the Aircraft, unless such maintenance or inspection can be safely conducted at a later
time in compliance with all applicable laws and regulations, and within the sound discretion of the pilot-in-command. The pilot-in-command shall have final and
complete authority to cancel any flight for any reason or condition that in his or her judgment would compromise the safety of the flight.

7.        Owner shall be responsible for the physical and technical operation of the Aircraft and the safe performance of all flights and shall retain full
authority and control, including exclusive operational control, and possession of the Aircraft at all times during the term of this Agreement. Without limiting the
generality of the foregoing, Owner shall exercise exclusive authority over initiating, conducting or terminating any flight undertaken
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under this Agreement. Owner shall employ, pay for, and provide to Lessee a qualified flight crew for each flight undertaken under this Agreement. In accordance
with applicable FAR, the qualified flight crew provided by Owner will exercise all required and/or appropriate duties and responsibilities with respect to the safety
of each flight conducted under this Agreement. The pilot-in-command shall have absolute discretion in all matters concerning the preparation of the Aircraft for
flight and the flight itself, the load carried and its distribution, the decision whether or not a flight shall be undertaken, the route to be flown, the place where
landings shall be made and all other matters relating to operation of the Aircraft. Lessee specifically agrees that the flight crew shall have final and complete
authority to delay or cancel any flight for any reason or condition which, in the sole judgment of the pilot-in-command, could compromise the safety of the flight
and to take any other action which, in the sole judgment of the pilot in command, is necessitated by considerations of safety. Without limiting the generality of
Section 8, no such action of the pilot-in-command shall create or support any liability for loss, injury, damage, or delay to Lessee or any other person.

8.        The Owner and Lessee agree that Owner shall not be liable to Lessee or any other person for loss, injury, or damage occasioned by the delay or
failure to furnish the Aircraft and crew pursuant to this Agreement for any reason.

9.        The risk of loss during the period when any Aircraft is operated on behalf of Lessee under this Agreement shall remain with Owner, and Owner will
retain all rights and benefits with respect to the proceeds payable under policies of hull insurance maintained by Owner that may be payable as a result of any
incident or occurrence while an Aircraft is being operated on behalf of Lessee under this Agreement. Lessee shall be named as an additional insured on
aviation liability insurance policies maintained by Owner on the Aircraft with respect to flights conducted pursuant to this Agreement. The liability insurance
policies on which Lessee is named an additional insured shall provide that as to Lessee coverage shall not be invalidated or adversely affected by any action or
inaction, omission or misrepresentation by Owner or any other person (other than Lessee). Any insurance policies maintained by Owner on any Aircraft used by
Lessee under this Agreement shall include a waiver of any rights of subrogation of the insurers against Lessee and shall be primary without any right of
contribution from any other insurance available to any other insureds or additional insureds.

10.      A copy of this Agreement shall be carried in the Aircraft and available for review upon the request of the FAA on all flights conducted pursuant to
this Agreement.

11.      Lessee represents, warrants and covenants to Owner that:

(a) he will use each Aircraft for and on his own account only and will not use any Aircraft for the purposes of providing transportation of passengers
or cargo in air commerce for compensation or hire;

(b) he shall refrain from incurring any mechanics or other lien in connection with inspection, preventative maintenance, maintenance or storage of
the Aircraft, whether permissible or impermissible under this Agreement, and he shall not attempt to convey, mortgage, assign, lease or any
way alienate the Aircraft or create any kind of lien or security interest involving the Aircraft or do anything or take any action that might mature
into such a lien;

(c) during the term of this Agreement, he will abide by and conform to all such laws, governmental, and airport orders, rules, and regulations as
shall from time to time be in effect relating in any way to the operation and use of the Aircraft by a time-sharing lessee.

12.      For purposes of this Agreement, the permanent base of operation of the Aircraft shall be Snomish County Airport at Paine Field, 9724nd place
West, Everett, Washington 98204, unless changed by Owner, in which event Owner shall notify Lessee of the new permanent base of operation of the Aircraft.

13.      Owner and Lessee agree that the insurance specified in Section 9 shall provide the sole recourse to Lessee, his family members or guests on the
Aircraft, their personal representatives and any person claiming by,
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through, or under them (collectively, the “Lessee Parties”) for all claims, losses, liabilities, obligations, demands, suits, judgments or causes of action, penalties,
fines, costs and expenses of any nature whatsoever, including attorneys’ fees and expenses (each, a “Claim” and collectively, the “Claims”) for or on account of,
or arising out of, or in any way connected with Owner’s breach of this Agreement or possession, maintenance, storage, use or operation of the Aircraft,
including injury to or death of any persons, which may result from, arise out of, or is in any way connected with the possession, maintenance, storage, use or
operation of the Aircraft during the term of this Agreement. WITHOUT LIMITING THE FOREGOING, IN NO EVENT SHALL OWNER OR ANY OF ITS
AFFILIATES OR THEIR RESPECTIVE DIRECTORS, OFFICERS, MEMBERS, MANAGERS, EMPLOYEES OR AGENTS BE LIABLE TO ANY OF THE
LESSEE PARTIES OR ANY OTHER THIRD PARTIES, AS THE CASE MAY BE, FOR (i) ANY CLAIMS IN EXCESS OF THE AMOUNT PAID TO ANY OF THE
LESSEE PARTIES OR ANY OTHER THIRD PARTIES, AS APPLICABLE, BY OWNER’S INSURANCE CARRIER, OR (ii) ANY INDIRECT, SPECIAL,
CONSEQUENTIAL AND/OR PUNITIVE DAMAGES OF ANY KIND OR NATURE UNDER ANY CIRCUMSTANCES OR FOR ANY REASONINCLUDING ANY
DELAY OR FAILURE TO FURNISH ANY OF THE AIRCRAFT OR CAUSED OR OCCASIONED BY THE PERFORMANCE OR NON-PERFORMANCE OF ANY
SERVICES COVERED BY THIS AGREEMENT.

14.      Neither this Agreement nor any party’s interest in this Agreement shall be assignable to any other person or entity. This Agreement shall be
binding upon, and shall inure to the benefit of, the parties hereto and their respective successors and personal representatives. Nothing in this Agreement,
express or implied, is intended to confer on any person or entity, other than the parties and their respective successors and personal representatives, any
rights, remedies, benefits, obligations or liabilities hereunder, except as specifically provided herein or otherwise specifically agreed to in writing by the parties.

15.      This Agreement shall be governed by and construed in accordance with the laws of the State of Delaware (excluding the conflicts of law rules
thereof).

16.      This Agreement constitutes the entire understanding between Owner and Lessee with respect to its subject matter, and there are no
representations, warranties, conditions, covenants, or agreements other than as set forth expressly herein. Any amendments, waivers or modifications of or to
this Agreement shall be in writing and signed by authorized representatives of both parties. This Agreement may be executed in counterparts, which shall,
singly or in the aggregate, constitute a fully executed and binding agreement.

17.      Any notice, request, or other communication to any party by the other party under this Agreement shall be conveyed in writing and shall be
deemed given on the earlier of the date (i) notice is personally delivered with receipt acknowledged, (ii) a facsimile notice is transmitted, or (iii) three
(3) calendar days after notice is mailed by certified mail, return receipt requested, postage paid, and addressed to the party at the address set forth below. The
address of a party to which notices or copies of notice are to be given may be changed from time to time by such party by written notice to the other party.
 

If to Owner:

Fortive Corporation
6920 Seaway Blvd
Everett, WA 98203
Attention: General Counsel
Fax: 425-446-6716

If to Lessee:

Charles McLaughlin
Fortive Corporation
6920 Seaway Blvd
Everett, WA 98203
Fax: 425-446-6716
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18.      If any one or more of the provisions of the Agreement shall be held invalid, illegal, or unenforceable, the remaining provisions of this Agreement
shall be unimpaired, and the invalid, illegal, or unenforceable provision shall be replaced by a mutually acceptable provision, which, being valid, legal, and
enforceable, comes closest to the intention of the parties underlying the invalid, illegal, or unenforceable provision. To the extent permitted by applicable law,
the parties hereby waive any provision of law, which renders any provision of this Agreement prohibited or unenforceable in any respect. The failure or delay on
the part of any party hereto to insist upon or enforce strict performance of any provision of this Agreement by any other party hereto, or to exercise any right,
power or remedy under this Agreement, shall not be deemed or construed as a waiver thereof. A waiver by any party hereto of any provision of this Agreement
or of any breach thereof shall not be deemed or construed as a general waiver thereof or of any other provision or rights thereunder.

19.      THE AIRCRAFT SHALL BE LEASED TO LESSEE HEREUNDER IN AN “AS IS, WHERE IS” CONDITION. NEITHER OWNER (NOR ITS
AFFILIATES) MAKES, HAS MADE OR SHALL BE DEEMED TO MAKE OR HAVE MADE, AND OWNER (FOR ITSELF AND ITS AFFILIATES) HEREBY
DISCLAIMS, ANY WARRANTY OR REPRESENTATION, EITHER EXPRESS OR IMPLIED, WRITTEN OR ORAL, WITH RESPECT TO ANY AIRCRAFT TO BE
USED HEREUNDER OR ANY ENGINE OR COMPONENT THEREOF INCLUDING, WITHOUT LIMITATION, ANY WARRANTY AS TO DESIGN,
COMPLIANCE WITH SPECIFICATIONS, QUALITY OF MATERIALS OR WORKMANSHIP, MERCHANTABILITY, FITNESS FOR ANY PURPOSE, USE OR
OPERATION, AIRWORTHINESS, SAFETY, PATENT, TRADEMARK OR COPYRIGHT INFRINGEMENT OR TITLE. .

20.      The limitations of liability, disclaimers and exculpations set forth in this Agreement shall survive the termination of this Agreement, whether by its
terms, by operation of law or otherwise.

21.      With respect to the Truth in leasing requirements of FAR Section 91.23:

(a) Owner will provide a copy of this Agreement to the Federal Aviation Administration, Aircraft Registration Branch, Technical Section, in Oklahoma
City, Oklahoma within twenty-four hours of its execution. In addition, Owner will notify the FAA flight standards district office nearest the airport
where the first flight under this Agreement will originate and provide it with a copy of this Agreement at least forty-eight (48) hours before takeoff of
such flight, informing the FAA of (i) the location of the airport of departure; (ii) the departure time; and (iii) the registration number of the aircraft
involved;

(b) Truth in leasing statement under FAR Section 91.23:

(i) OWNER HEREBY CERTIFIES THAT EACH AIRCRAFT HAS BEEN INSPECTED AND MAINTAINED WITHIN THE TWELVE (12) MONTH
PERIOD PRECEDING THE EXECUTION OF THIS AGREEMENT, EXCEPT TO THE EXTENT THE AIRCRAFT IS LESS THAN TWELVE
(12) MONTHS OLD, IN ACCORDANCE WITH THE PROVISIONS OF FAR PART 91. EACH OF OWNER AND LESSEE CERTIFIES THAT
THE AIRCRAFT WILL BE MAINTAINED AND INSPECTED IN COMPLIANCE WITH THE APPLICABLE MAINTENANCE AND INSPECTION
REQUIREMENTS OF FAR PART 91 FOR ALL OPERATIONS TO BE CONDUCTED DURING THE TERM OF THIS AGREEMENT.

(ii) OWNER, WHOSE NAME AND ADDRESS ARE SET FORTH ABOVE, SHALL BE SOLELY RESPONSIBLE FOR OPERATIONAL CONTROL
OF THE AIRCRAFT DURING THE TERM OF THIS AGREEMENT.

(iii) EACH OF OWNER AND LESSEE CERTIFIES THAT IT UNDERSTANDS ITS RESPONSIBILITIES FOR COMPLIANCE WITH APPLICABLE
FEDERAL AVIATION REGULATIONS.

(iv) AN EXPLANATION OF FACTORS BEARING ON OPERATIONAL CONTROL AND PERTINENT FARS CAN BE OBTAINED FROM THE
NEAREST FAA FLIGHT STANDARDS
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DISTRICT OFFICE, GENERAL AVIATION DISTRICT OFFICE, OR AIR CARRIER DISTRICT OFFICE.

 

[SIGNATURES ON FOLLOWING PAGE]
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IN WITNESS WHEREOF, Owner and Lessee have caused the signatures of their authorized representatives to be affixed below on the day and year first
above written.

FORTIVE CORPORATION

By: /s/ Peter Underwood    
Name:    Peter Underwood
Title:    SVP, General Counsel

/s/ Charles McLaughlin    
Charles McLaughlin
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Exhibit 31.1

Certification

I, James A. Lico, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Fortive 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)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
a. designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that

material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during
the period in which this report is being prepared;

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

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

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

5. The registrant's other certifying officer 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: October 27, 2016 By: /s/ James A. Lico
   James A. Lico
   President and Chief Executive Officer



Exhibit 31.2

Certification

I, Charles E. McLaughlin, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Fortive 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)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
a. designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that

material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during
the period in which this report is being prepared;

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

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

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

5. The registrant's other certifying officer 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: October 27, 2016 By: /s/ Charles E. McLaughlin
   Charles E. McLaughlin
   Senior Vice President and Chief Financial Officer



Exhibit 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

I, James A. Lico, 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, Fortive
Corporation’s Quarterly Report on Form 10-Q for the fiscal quarter ended September 30, 2016 fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934 and that information contained in such Quarterly Report on Form 10-Q fairly presents in all material respects the financial condition and results of
operations of Fortive Corporation.
 

Date: October 27, 2016 By: /s/ James A. Lico
   James A. Lico
   President and Chief Executive Officer

This certification accompanies the Quarterly Report on Form 10-Q pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not be deemed filed for purposes of
Section 18 of the Exchange Act, or otherwise subject to the liability of that section. This certification shall not be deemed to be incorporated by reference into any filing under
the Securities Act or the Exchange Act, except to the extent that Fortive Corporation specifically incorporates it by reference.



Exhibit 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

I, Charles E. McLaughlin, 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, Fortive
Corporation’s Quarterly Report on Form 10-Q for the fiscal quarter ended September 30, 2016 fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934 and that information contained in such Quarterly Report on Form 10-Q fairly presents in all material respects the financial condition and results of
operations of Fortive Corporation.
 

Date: October 27, 2016 By: /s/ Charles E. McLaughlin
   Charles E. McLaughlin
   Senior Vice President and Chief Financial Officer

This certification accompanies the Quarterly Report on Form 10-Q pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not be deemed filed for purposes of
Section 18 of the Exchange Act, or otherwise subject to the liability of that section. This certification shall not be deemed to be incorporated by reference into any filing under
the Securities Act or the Exchange Act, except to the extent that Fortive Corporation specifically incorporates it by reference.


