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Dear Shareholder,

As I reflect on 2016, I continue to be pleased with
our team’s effort to deliver the best possible
performance in market conditions that remain very
challenging. While the economic climate has
required us to focus on cost reductions and
restructuring activities over the past two years, we
have also maintained a clear focus on investing in
foundational capabilities that are important to
sustaining future success. We have accelerated the
pace of innovation in our company, upgraded our
facilities, developed our talent base, improved our
productivity, built our commercial capabilities, and
upgraded several of our major IT systems. Our goal
is to build a great company that delivers value for
our investors throughout the economic cycle, and I
am confident that we will see substantial benefits as
our primary markets stabilize and ultimately recover.

We also took several significant steps forward in our
efforts to relieve the company of its legacy asbestos
burden. On March 17, 2016, we announced a
consensual comprehensive settlement agreement
with representatives in the Asbestos Claims
Resolution Process (“ACRP”) that, pending approval
by the Bankruptcy Court and U.S. District Court,
would resolve all current and future asbestos claims
not only against Garlock Sealing Technologies
(GST) and its affiliates for claims alleging exposure
to GST’s products and derivative claims, but also
against Coltec and its affiliates for claims resulting
from Coltec’s businesses that might have been
continued or pursued in the tort system independent
of the GST claims. During the balance of 2017, we
successfully completed a number of milestones
required for the resolution of the process. Under the
current timeline, assuming the receipt of necessary
approvals and absent any appeals, we expect to
complete the settlement and reconsolidate GST for
financial reporting by the end of the third quarter of
2017.

Similar to most of our industrial peers, we
experienced headwinds across nearly all of the
markets we serve. Extraction, transportation and
production of oil, gas, metals and other commodities
were depressed by consistently low commodity
prices throughout the year. The reduced demand
resulted in oil and petroleum refineries,
petrochemical process operations, and steel mills
delaying their normal maintenance cycles. The lower
production volume and extended maintenance
cycles reduced demand for Garlock’s and CPI’s
products. The heavy duty truck market also
experienced significant headwinds that strengthened
throughout the year. New tractor and new trailer
sales were down 25-30% and 13-15%, respectively.
Ton-miles driven, which is the key driver of

aftermarket parts and service, was down 5-7% year-
over-year.

While these headwinds affected the majority of our
sales and earnings, I am pleased to highlight that
the semiconductor and food and pharma markets
performed quite well in 2016. Our semiconductor
business achieved its highest year of sales since we
formed the Technetics Group in 2011, setting
quarterly sales records in both the third and fourth
quarters. We are heading into 2017 with a healthy
backlog in those markets, driven by ongoing strong
order patterns.

We also expanded our presence in the food and
pharma market in 2016 with the acquisition of
Rubber Fab. The company, along with our existing
sanitary products product line, Bio Pro, experienced
strong demand and growth throughout the year.

Aside from the positive demand trends in
semiconductor and food and pharma, nearly all of
our other markets remained weak throughout the
year. As a result, we undertook a variety of actions
in 2016 to significantly reduce our costs and right-
size our production capacity.

On our second quarter earnings call, we announced
that, as a result of continuing soft conditions across
many of our served markets, we were moving
forward to further reduce costs across all segments
and the corporate office. Since Q2, our plan has
been to reduce operating costs by approximately
$18 million on an annualized basis relative to the run
rate of the first half of 2016. It is important to note
that our focus has been to achieve this reduction
without weakening the capabilities that we have
developed over the past few years to support long-
term value creation.

We completed the majority of the actions early in the
third quarter with only a small number of reductions
in European locations remaining at the start of the
fourth quarter. All of the remaining reductions were
completed by the end of the fourth quarter.

Excluding restructuring costs, SG&A costs added
with Rubber Fab and a net positive impact related to
unusual items that affected SG&A, SG&A in the
fourth quarter was $5.4 million lower than it was
during the same period last year. The majority of
these reductions have come from personnel-related
costs and purchased services, plus benefits from the
exit of underperforming sites in Sealing Products
and Engineered Products completed over the last 12
months.



In our Engineered Products segment, we completed
a number of restructuring actions that resulted in
significantly improved financial performance in 2016.
At GGB, we completed the move of our Chicago
operations into other existing GGB facilities, moved
into and began production in a new, owned facility in
China, and moved from a leased facility into a new,
owned facility in Thorofare, New Jersey. At CPI, we
completed the comprehensive restructuring plan that
we initiated in 2015, which included the exit from
eight service centers and light manufacturing
facilities plus the consolidation of one facility into an
existing site that in total resulted in a reduction of
about 15% of CPI’s workforce. These restructuring
activities, along with the company-wide cost
reduction plan initiated in the second quarter of
2016, resulted in segment profit margins of 4.5% in
2016, which represented an increase of 240 basis
points compared to 2015. We believe that these
efforts position our Engineered Products segment
for further improved performance in the future,
especially as the industrial markets begin to recover.

The strength of the U.S. dollar compared to other
foreign currencies, such as the euro, Canadian
dollar, British pound, and Mexican peso, resulted in
a negative year-over-year impact of approximately
$7.5 million on consolidated sales and $0.3 million
on segment profit once foreign results were
translated in U.S. dollars for reporting purposes.

The weaker euro versus the U.S. dollar also
contributed to a $7.6 million contract loss provision
related to a multi-year project to supply 23 engines
to Electricite de France (“EdF”). Our revenues on the
project are in euros while a majority of our costs are
in U.S. dollars. Since a loss is projected for this
project based on current exchange rates, accounting
rules require that the entire loss be recorded in
current periods with adjustments made quarterly
based on the euro to dollar exchange rate at the end
of each quarter. Separately, we benefited in 2016
from parts sourced in euros for engine and
aftermarket parts sales denominated in U.S. dollars.
We expect such benefits to continue and, over the
life of the EdF contract, anticipate the benefits to
partially offset the currency-related loss on the EdF
contract. Despite these currency challenges, our
Fairbanks Morse colleagues were very successful
this year in securing new business and continuing
development of the upgraded opposed piston
engine, OP 2.0. The team expanded its presence in
the power generation market, won 100% of the
major government marine programs on which it bid,
and secured several significant new engine orders.
Once in service, each engine will provide
aftermarket parts and service revenue for many
years in the future. Development and testing of the
OP 2.0 engine progressed well, with a prototype
engine well into the late phases of the testing and
optimization program as we enter 2017.

As I mentioned at the beginning of this letter, we
made significant progress in 2016 toward resolving
our company’s legacy asbestos burden. Following
the comprehensive settlement agreement
announced on March 17th, GST filed a joint plan of
reorganization with the Bankruptcy Court to
implement the terms of the settlement. The joint plan
was subject to approval by a vote of GST and Coltec
asbestos claimants. The solicitation process to
obtain the approval of the asbestos claimants was
completed successfully on December 9, 2016, with
approximately 96% in number and 96% in amount of
claims held by asbestos claimants casting valid
ballots voting in favor of approval.

Earlier, in November, we reached an agreement with
the ten Canadian provincial workers’ compensation
boards (or, the Provincial Boards) to resolve
remedies the Provincial Boards may possess
against us for recovery of a portion of amounts the
Provincial Boards have paid and will pay in the
future under asbestos-injury recovery statutes in
Canada for claims relating to asbestos-containing
products. That agreement was a condition to our
obligation to proceed with the comprehensive
settlement and joint plan and was approved by the
Bankruptcy Court on February 3, 2017.

Finally, to obtain permanent relief for Coltec with
respect to asbestos claims arising from its business,
the comprehensive settlement and joint plan
contemplated that Coltec would file a pre-packaged
Chapter 11 petition with the Bankruptcy Court. As a
condition to such a filing, Coltec engaged in a series
of corporate restructuring transactions in which all of
its significant operating assets and subsidiaries,
which included each of EnPro’s major business
units, were distributed to a new EnPro subsidiary.
The restructuring, which was contingent upon
receiving a favorable vote of the asbestos claimants
on the joint plan, was completed on December 31.
The restructuring enabled the corporate successor
to Coltec (a subsidiary named OldCo, LLC) to file its
pre-packaged petition with the Bankruptcy Court on
January 30, 2017.

The confirmation hearing for the joint plan is
scheduled to commence on May 15, 2017.
Assuming we receive the necessary court approvals
and absent any appeals, we expect to consummate
the plan of reorganization by the end of the third
quarter, which would permit us to reconsolidate
GST’s results with ours. We are looking forward to a
future without the burden of asbestos liability.

On the acquisition front, in April we acquired Rubber
Fab to support Garlock’s growth strategy in the
hygienic products market. Rubber Fab is a leading
supplier of critical process consumables for the
pharmaceutical, bio-processing and food and
beverage sectors. The acquisition has added a



number of innovative and differentiated products to
Garlock’s hygienic products portfolio and provided
enhanced distribution and customer access.

We have been very pleased with the performance of
the business, as customer feedback has been
favorable and the financial results have exceeded
our expectations. Rubber Fab grew sales
approximately 11% in 2016 and considerably
exceeded our justification case for EBITDA during
the period after closing.

We are maintaining our focus on the hygienic market
and are continuing to look for additional growth
opportunities.

We remain committed to our strategy to create
shareholder value through earnings growth and
balanced capital allocation, including disciplined
investments for organic growth and innovation,
strategic bolt-on acquisitions, and returning capital to
shareholders through dividends and share
repurchases. We continued to execute on this
strategy in 2016 through the company-wide cost
reduction program, restructuring in Engineered
Products and Sealing Products, innovation
investments across many of our businesses, and the
Rubber Fab acquisition described above, plus the
continuation of the dividend and share repurchase
programs that we initiated in 2015. In the first
quarter of 2016, we increased our quarterly dividend
from twenty cents to twenty one cents per share,
which represented a 5.0% increase. We raised the
quarterly dividend again in February 2017 from
twenty one cents per share to twenty two cents per
share. During the course of 2016, we paid total
dividends of $18.1 million to our shareholders. We
also continued to execute on the $50 million share
repurchase program that was approved by our board
of directors in October 2015. Through the end of
2016, we purchased a total of 727,157 shares under
this program for a total investment of $35.7 million.

As we look forward into 2017, apart from some
pockets of market growth, global industrial market

conditions remain soft, and we expect weak oil
prices and reduced demand in other industrial
segments to have a continued impact on volumes in
many of our businesses. Demand levels in the
aerospace and nuclear markets remain relatively
stable aside from some normal quarterly fluctuations
due to the timing of large shipments. The
semiconductor and food and pharma markets are
continuing to perform very well. Further, the strong
dollar shows no sign of weakening and may
continue to affect our results.

I would like to reiterate that, while we have acted to
reduce costs and restructure or exit underperforming
facilities in response to economic headwinds in our
primary markets, we remain steadfast in our focus
on investing in foundational capabilities and strategic
growth initiatives that are important to our future
success. We believe that investments in product
innovation and strategic acquisitions, and continued
emphasis on improving operational efficiencies will
yield significant benefits over time. I am quite excited
about the future of EnPro as we approach a new
post-ACRP era with a substantially leaner, more
innovative and more globally competitive company.

Sincerely,

Steve Macadam
President and Chief Executive Officer

March 23, 2017
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