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PART I — FINANCIAL INFORMATION
Item 1. Financial Statements

TELEFLEX INCORPORATED
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(Unaudited)
Three Months Ended Six Months Ended
‘;‘glygl’ ;1(1)11}/72, July 1,2018 July 2,2017
(Dollars and shares in thousands, except per
share)
Net revenues $609,866 $528,613 $1,197,096 $1,016,494
Cost of goods sold 265,088 238,329 521,048 470,650
Gross profit 344,778 290,284 676,048 545,844
Selling, general and administrative expenses 229917 158,934 445,254 322,903
Research and development expenses 26,018 20,278 52,045 38,105
Restructuring and impairment charges 55,353 870 58,416 13,815

Income from continuing operations before interest, loss on

extinguishment of debt and taxes 33,490 110,202 120,333 171,021

Interest expense 26,649 19,894 52,592 37,620
Interest income (183 ) (161 ) (456 ) (330 )
Loss on extinguishment of debt — 11 — 5,593
Income from continuing operations before taxes 7,024 90,458 68,197 128,138
Taxes on income from continuing operations 9,576 12,095 15,818 9,426
Income (loss) from continuing operations (2,552 ) 78,363 52,379 118,712
Operating income (loss) from discontinued operations 94 (566 ) 1,329 (848 )
Tax (benefit) on income (loss) from discontinued operations 38 (206 ) 20 (309 )
Income (loss) from discontinued operations 56 (360 ) 1,309 (539 )
Net (loss) income $(2,496 ) $78,003 $53,688 $118,173
Earnings per share:

Basic:

Income (loss) from continuing operations $(0.06 ) $1.74 $1.15 $2.64
Income (loss) from discontinued operations 0.01 (0.01 ) 0.03 (0.01 )
Net income (loss) $(0.05 ) $1.73 $1.18 $2.63
Diluted:

Income (loss) from continuing operations $(0.06 ) $1.67 $1.12 $2.54
Income (loss) from discontinued operations 0.01 — 0.03 (0.01 )
Net income (loss) $(0.05 ) $1.67 $1.15 $2.53
Dividends per share $0.34 $0.34 $0.68 $0.68
Weighted average common shares outstanding

Basic 45,581 44,996 45,455 44,945
Diluted 45,581 46,818 46,771 46,716

The accompanying notes are an integral part of the condensed consolidated financial statements.
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TELEFLEX INCORPORATED

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Unaudited)

Net (loss) income

Other comprehensive income, net of tax:

Foreign currency translation, net of tax of $9,378, $(11,392), $3,505, and
$(18,481), for the three and six months periods, respectively

Pension and other postretirement benefit plans adjustment, net of tax of
$(656), $(465), $(890), and $(997) for the three and six month period,
respectively

Derivatives qualifying as hedges, net of tax of $100, $(615), $(111) and
$(1,170) for the three and six month period, respectively

Other comprehensive (loss) income, net of tax:

Comprehensive (loss) income

Three Months Ended Six Months Ended
July 1, July 2, July 1,  July 2,
2018 2017 2018 2017
(Dollars in thousands)

$(2,496 ) $78,003 $53,688 $118,173

(125,705 ) 65,685 (44,517 ) 112,667
2,015 704 2,896 1,594
(329 ) 3,433 292 5,161

(124,019 ) 69,822 (41,329 ) 119,422
$(126,515) $147,825 $12,359 $237,595

The accompanying notes are an integral part of the condensed consolidated financial statements.
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TELEFLEX INCORPORATED

CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)
July 1, December
2018 31,2017
(Dollars in thousands)

ASSETS

Current assets

Cash and cash equivalents $346,304 $333,558
Accounts receivable, net 359,119 345,875
Inventories, net 405,428 395,744
Prepaid expenses and other current assets 52,105 47,882
Prepaid taxes 19,084 5,748
Assets held for sale 3,239 —

Total current assets 1,185,279 1,128,807
Property, plant and equipment, net 410,979 382,999
Goodwill 2,220,888 2,235,592
Intangible assets, net 2,306,204 2,383,748
Deferred tax assets 2,386 3,810
Other assets 49,585 46,536
Total assets $6,175,321 $6,181,492
LIABILITIES AND EQUITY

Current liabilities

Current borrowings $86,875 $86,625
Accounts payable 94,834 92,027
Accrued expenses 104,340 96,853
Current portion of contingent consideration 110,454 74,224
Payroll and benefit-related liabilities 89,669 107,415
Accrued interest 6,771 6,165
Income taxes payable 5,597 11,514
Other current liabilities 37,905 9,053
Total current liabilities 536,445 483,876
Long-term borrowings 2,145,468 2,162,927
Deferred tax liabilities 596,434 603,676
Pension and postretirement benefit liabilities 113,083 121,410
Noncurrent liability for uncertain tax positions 12,765 12,296
Noncurrent contingent consideration 132,205 197,912
Other liabilities 204,940 168,864

Total liabilities

Commitments and contingencies
Total shareholders' equity 2,433,981 2,430,531

Total liabilities and shareholders' equity $6,175,321 $6,181,492

The accompanying notes are an integral part of the condensed consolidated financial statements.

3,741,340 3,750,961
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TELEFLEX INCORPORATED

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
Six Months Ended
July 1, July 2,
2018 2017

(Dollars in thousands)
Cash flows from operating activities of continuing operations:

Net income $53,688 $118,173
Adjustments to reconcile net income to net cash provided by operating activities:
(Income) loss from discontinued operations (1,309 ) 539
Depreciation expense 29,527 28,084
Amortization expense of intangible assets 75,008 41,375
Amortization expense of deferred financing costs and debt discount 2,368 2,825
Loss on extinguishment of debt — 5,593
Fair value step up of acquired inventory sold — 10,442
Changes in contingent consideration 34,618 (237 )
Impairment of long-lived assets 1,865 —
Stock-based compensation 10,737 9,534
Deferred income taxes, net 4,821 8,779 )
Other (3,669 ) (3,300 )
Changes in operating assets and liabilities, net of effects of acquisitions and disposals:
Accounts receivable (15,886 ) 5,071
Inventories (15,017 ) (12,187 )
Prepaid expenses and other current assets 3,611 )4
Accounts payable, accrued expenses and other liabilities 38,112 6,541
Income taxes receivable and payable, net (29,668 ) (5,988 )
Net cash provided by operating activities from continuing operations 181,584 197,690
Cash flows from investing activities of continuing operations:
Expenditures for property, plant and equipment (38,004 ) (36,833 )
Proceeds from sale of assets — 6,332
Payments for businesses and intangibles acquired, net of cash acquired (22,450 ) (993,459 )
Net cash used in investing activities from continuing operations (60,454 ) (1,023,960
Cash flows from financing activities of continuing operations:
Proceeds from new borrowings — 1,194,500
Reduction in borrowings (18,500 ) (228,273 )
Debt extinguishment, issuance and amendment fees (188 ) (19,114 )
Net proceeds from share based compensation plans and the related tax impacts 9,800 1,305
Payments for contingent consideration (62,574 ) (153 )
Dividends paid (30,938 ) (30,590 )
Net cash provided by (used in) financing activities from continuing operations (102,400 ) 917,675
Cash flows from discontinued operations:
Net cash used in operating activities (464 ) (961 )
Net cash used in discontinued operations (464 ) (961 )
Effect of exchange rate changes on cash and cash equivalents (5,520 ) 41,981
Net increase in cash and cash equivalents 12,746 132,425
Cash and cash equivalents at the beginning of the period 333,558 543,789
Cash and cash equivalents at the end of the period $346,304 $676,214
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Non cash investing activities of continuing operations:
Property, plant and equipment additions due to build-to-suit lease transaction $28,147

Non cash financing activities of continuing operations:

Settlement and exchange of convertible notes with common or treasury stock $
Acquisition of treasury stock associated with settlement and exchange of convertible note
hedge and warrant agreements

The accompanying notes are an integral part of the condensed consolidated financial statements.

$36,877
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TELEFLEX INCORPORATED
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
(Unaudited)
Common Stock Additional . Accumulated Treasury Stock
Paid In Retained Other Total
Shares Dollars Capital Earnings Comprehensive Shares Dollars

Loss

(Dollars and shares in thousands, except per share)
12331‘;““ at December 31, /0 c71 §46.871 $591.721 $2.285.886 $(265.091 ) 1704 $(228.856) $2.430.531
Cumulative effect

adjustment resulting from

the adoption of new 3,076 3,076
accounting standards

Net income 53,688 53,688
Cash dividends ($0.68 per (30938 ) (30938 )
share)

cher comprehensive (41,329 ) 41329 )
income

Settlements of warrants (36,903 ) (272 ) 36,877 (26 )
Shares issued under 211 211 14,984 45 ) 3227 18,422
compensation plans

Deferred compensation 235 @8 ) 322 557

Balance as of July 1, 201847,082 $47,082 $570,037 $2,311,712 $ (306,420 ) 1,379 $(188,430) $2,433,981
The accompanying notes are an integral part of the condensed consolidated financial statements.
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TELEFLEX INCORPORATED
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Note 1 — Basis of presentation

The accompanying unaudited condensed consolidated financial statements of Teleflex Incorporated and its
subsidiaries (“we,” “us,” “our,” “Teleflex” and the “Company”) are prepared on the same basis as its annual consolidated
financial statements.

In the opinion of management, the financial statements reflect all adjustments, which are of a normal recurring nature,
necessary for the fair presentation of financial statements for interim periods in accordance with accounting principles
generally accepted in the United States of America ("GAAP") and with Rule 10-01 of Securities and Exchange
Commission ("SEC") Regulation S-X, which sets forth the instructions for financial statements included in Form
10-Q. The preparation of condensed consolidated financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements, as well as the reported amounts of
revenue and expenses during the reporting period. Actual results could differ from those estimates. The results of
operations for the periods reported are not necessarily indicative of those that may be expected for a full year.

In accordance with applicable accounting standards and as permitted by Rule 10-01 of Regulation S-X, the
accompanying condensed consolidated financial statements do not include all of the information and footnote
disclosures that are required to be included in the Company's annual consolidated financial statements. Accordingly,
the Company's quarterly condensed consolidated financial statements should be read in conjunction with the
Company's consolidated financial statements included in its Annual Report on Form 10-K for the year ended
December 31, 2017.

Note 2 — New accounting standards

In May 2014, the Financial Accounting Standards Board ("FASB"), in a joint effort with the International Accounting
Standards Board ("IASB"), issued new accounting guidance to clarify the principles for recognizing revenue. This
new guidance, as amended by additional guidance issued in 2015 and 2016, is encompassed in FASB Accounting
Standards Codification Topic 606, Revenue from Contracts with Customers (“ASC 606”) and is designed to enhance the
comparability of revenue recognition practices across entities, industries, jurisdictions and capital markets, and affects
any entity that enters into contracts with customers or enters into contracts for the transfer of nonfinancial assets,
unless those contracts are within the scope of other standards. The new guidance establishes principles for reporting
information to users of financial statements about the nature, amount, timing, and uncertainty of revenue and cash
flows arising from an entity's contracts with customers. The core principle of the new guidance is that an entity
recognizes revenue 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 and services. The Company
adopted the new standard on January 1, 2018, applying the modified retrospective method to all of its contracts; as a
result, the Company recognized the cumulative effect of adopting the guidance as a $1.2 million increase to the
Company's opening balance of retained earnings on the adoption date. In addition, in connection with its adoption of
the new guidance, the Company reclassified the reserve for product returns from a reduction of receivables to a
liability. The reserve for returns and allowances was $4.2 million at July 1, 2018. The adoption of this guidance did
not have a material impact on the Company's consolidated results of operations, cash flows and financial position.
Additional information and disclosures required by this new standard are contained in Note 3.

In February 2016, the FASB issued guidance that will change the requirements for accounting for leases. Under the
new guidance, lessees (including lessees under both leases classified as finance leases, which are to be classified based
on criteria similar to that applicable to capital leases under current guidance, and leases classified as operating leases)
will recognize a right-to-use asset and a lease liability on the balance sheet, initially measured as the present value of
lease payments under the lease. Under current guidance, operating leases are not recognized on the balance sheet. The
standard is effective for fiscal years, and interim periods within those fiscal years, beginning after December 15, 2018.

10
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Early adoption is permitted. The new standard must be adopted using a modified retrospective transition approach for
leases with an option to elect a package of practical expedients. Further, companies can elect to apply the transition
approach either for leases existing at, or entered into after, the beginning of the earliest comparative period presented
in the financial statements or those existing at, or entered into after, the adoption date. The Company is currently
evaluating this guidance to determine its impact on the Company’s consolidated results of operations, cash flows and
financial position.

7
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TELEFLEX INCORPORATED
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
(Unaudited)

In October 2016, the FASB issued new guidance requiring companies to recognize the income tax effects of
intra-entity sales and transfers of assets, other than inventory, in the income statement as income tax expense (or
benefit) in the period in which the transfer occurs. Previously, recognition was prohibited until the assets were sold to
an outside party or otherwise utilized. The Company adopted the new standard on January 1, 2018 using the modified
retrospective method of adoption; as a result, the Company recognized the cumulative effect of adopting the guidance
as a $1.8 million increase to the Company's opening balance of retained earnings on the adoption date. The adoption
of this guidance did not have a material impact on the Company's consolidated results of operations, cash flows and
financial position.

In March 2017, the FASB issued guidance for employers that sponsor defined benefit pension or other postretirement
benefit plans. The guidance requires that these employers disaggregate specified components of net periodic pension
cost and net periodic postretirement benefit cost (collectively, "net benefit cost"). Specifically, the guidance generally
requires employers to present in the income statement the service cost component of net benefit cost in the same line
item or items as other compensation costs arising from services rendered by the pertinent employees during the
period. The other components of net benefit cost are required to be presented in the income statement separately from
the service cost component and outside a subtotal of income from operations. The Company adopted this guidance on
January 1, 2018; the impact was not material to the consolidated financial statements.

In August 2017, the FASB issued guidance with the objective of improving the financial reporting of hedging
relationships to better portray the economic results of an entity's risk management activities in its financial statements.
The new guidance provides for changes to current designation and measurement guidance for qualifying hedging
relationships and to the method of presenting hedge results. In addition, the new guidance includes certain targeted
improvements to ease the application of current guidance related to the assessment of hedge effectiveness. The new
guidance is effective for reporting periods beginning after December 15, 2018. Early adoption is permitted. The
Company is currently evaluating the impact of the adoption of this guidance on its consolidated results of operations
and financial position.

In February 2018, the FASB issued new guidance to address a narrow-scope financial reporting issue that arose as a
consequence of the Tax Cuts and Jobs Act ("the TCJA"). Existing guidance requires that deferred tax liabilities and
assets be adjusted for a change in tax laws or rates with the effect included in income from continuing operations in
the reporting period that includes the enactment date. The guidance is applicable even in situations in which the
related income tax effects of items in accumulated other comprehensive income were originally recognized in other
comprehensive income (rather than in net income), such as amounts related to benefit plans and hedging activity. As a
result, the tax effects of items within accumulated other comprehensive income (referred to as stranded tax effects) do
not reflect the appropriate tax rate. The new guidance permits for a reclassification of these amounts to retained
earnings, thereby eliminating the stranded tax effects. The new guidance also requires certain disclosures about the
stranded tax effects. The guidance is effective for fiscal years beginning after December 15, 2018, and interim periods
within those fiscal years. Early adoption is permitted for reporting periods for which financial statements have not yet
been issued. The new guidance can be applied either in the period of adoption or retrospectively to each period (or
periods) in which the effect of the change in the U.S. federal corporate income tax rate in the TCJA is recognized. The
Company is currently evaluating the impact this guidance will have on its consolidated financial statements.

From time to time, new accounting guidance is issued by the FASB or other standard setting bodies that is adopted by
the Company as of the effective date or, in some cases where early adoption is permitted, in advance of the effective
date. The Company has assessed the recently issued guidance that is not yet effective and, unless otherwise indicated
above, believes the new guidance will not have a material impact on the its consolidated results of operations, cash
flows or financial position.

Note 3 - Net revenues

12
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The Company primarily generates revenue from the sale of medical devices including single use disposable devices
and, to a lesser extent, reusable devices, instruments and capital equipment. Revenue is recognized when obligations
under the terms of a contract with the Company’s customer are satisfied; this occurs upon the transfer of control of the
products. Generally, transfer of control to the customer occurs at the point in time when the Company’s products are
shipped from the manufacturing or distribution facility. For the Company’s OEM segment, most revenue is recognized
over time because the OEM segment generates revenue from the sale of custom products that have no

8
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TELEFLEX INCORPORATED
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
(Unaudited)

alternative use and the Company has an enforceable right to payment for performance completed to date. The
Company markets and sells products through its direct sales force and distributors to customers within the following
end markets: (1) hospitals and healthcare providers; (2) other medical device manufacturers; and (3) home care
providers such as pharmacies, which comprised 87%, 9% and 4% of consolidated net revenues, respectively, for the
six months ended July 1, 2018. Revenue is measured as the amount of consideration the Company expects to receive
in exchange for transferring goods. With respect to the custom products sold in the OEM segment, revenue is
measured using the units produced output method. Payment is generally due 30 days from the date of invoice.

The Company has made the following accounting policy elections and elected to use certain practical expedients, as
permitted by the FASB, in applying ASC 606: (1) the Company accounts for amounts collected from customers for
sales and other taxes, net of related amounts remitted to tax authorities; (2) the Company does not adjust the promised
amount of consideration for the effects of a significant financing component because, at contract inception, the
Company expects the period between the time when the Company transfers a promised good or service to the
customer and the time when the customer pays for that good or service will be one year or less; (3) the Company
expenses costs to obtain a contract as they are incurred if the expected period of benefit, and therefore the amortization
period, is one year or less; (4) the Company accounts for shipping and handling activities that occur after control
transfers to the customer as a fulfillment cost rather than an additional promised service; (5) the Company classifies
shipping and handling costs within cost of goods sold; and (6) with respect to the OEM segment, the Company has
applied the practical expedient to exclude disclosure of remaining performance obligations as the contracts typically
have a term of one year or less.

The amount of consideration the Company receives and revenue the Company recognizes varies as a result of changes
in customer sales incentives, including discounts and rebates, and returns offered to customers. The estimate of
revenue is adjusted upon the earlier of the following events: (i) the most likely amount of consideration expected to be
received changes or (ii) the consideration becomes fixed. The Company’s policy is to accept returns only in cases in
which the product is defective and covered under the Company’s standard warranty provisions. When the Company
gives customers the right to return products, the Company estimates the expected returns based on an analysis of
historical experience. The reserve for returns and allowances was $4.2 million and $4.5 million as of July 1, 2018 and
July 2, 2017, respectively. In estimating customer rebates, the Company considers the lag time between the point of
sale and the payment of the customer’s rebate claim, customer-specific trend analyses, contractual commitments,
including stated rebate rates, historical experience with respect to specific customers and other relevant information as
the Company has a history of providing similar rebates on similar products to similar customers. The reserve for
customer incentive programs, including customer rebates, was $13.6 million and $10.7 million at July 1, 2018 and
July 2, 2017, respectively. The Company expects the amounts subject to the reserve as of July 1, 2018 to be paid
within 90 days subsequent to period-end.

9
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TELEFLEX INCORPORATED
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
(Unaudited)

The following table disaggregates revenue by global product category for the three and six months ended July 1, 2018
and July 2, 2017.

EESC;MOHHIS Six Months Ended
July 1,  July 2, Julyl, July 2,
2018 2017 2018 2017
Revenue by global product category ;) ,, (Dollars in thousands)
Vascular access $140,604 $133,323 $284,845 $263,345
Anesthesia 89,810 85,938 175,229 167,143
Interventional 77,179 68,425 148,858 112,391
Surgical 90,489 90,740 176,139 178,044
Interventional urology 47,674 — 89,974 —
OEM 52,594 45,132 98,448 88,478
Other 3) 111,516 105,055 223,603 207,093
Net revenues $609,866 $528,613 $1,197,096 $1,016,494

The product categories listed above are presented on a global basis; in contrast, the Company’s North American
reportable segments generally are defined largely based on the particular products sold by the segments, and its
non-North American reportable segments are defined exclusively based on the geographic location of segment
operations (with the exception of the Original Equipment and Development Services ("OEM") reportable segment,
which operates globally). The Company’s EMEA and Asia reportable segments, as well as its Latin America
operating segment, include net revenues from each of the product categories listed above.
The methodology used to determine the product revenues included within certain of the product categories listed in
the table above differs from the methodology used to recognize revenues in our reportable segments, including the
similarly named North American reportable segments. The differences are due to the fact that segment
(2)classification generally is determined based on the call point within the customer's organization from which the
purchase order resulting in the sales originated, while the classification of products within the product categories
listed in the table above includes all sales of products within the listed product category, regardless of the call point
within the customer's organization from which the sales originated.
(3) Other revenues in the table above comprise the Company’s respiratory, urology and cardiac product categories.

ey

Note 4 — Acquisitions

On June 21, 2018, the Company acquired certain assets of QT Vascular LTD ("QT Vascular"), a medical device
company that developed and marketed coronary balloon catheters, which complement the Company's interventional
product portfolio. The aggregate consideration transferred for the assets, which primarily consisted of intellectual
property, was $20.6 million.

2017 Acquisitions

During 2017, the Company completed several acquisitions; the largest of which were NeoTract, Inc. ("NeoTract") and
Vascular Solutions, Inc. ("Vascular Solutions"), which are summarized below. The fair value of the consideration
transferred for the 2017 acquisitions was $2.0 billion.

NeoTract

On October 2, 2017, the Company acquired NeoTract, a medical device company that developed and commercialized
the UroLift System, a minimally invasive medical device for treating lower urinary tract symptoms due to benign
prostatic hyperplasia, or BPH. The Company made initial payments of $725.6 million in cash less a favorable working
capital adjustment of $1.4 million. Additionally, the estimated fair value of contingent consideration related to
NeoTract sales-based milestones as of July 1, 2018 was $227.7 million. The contingent consideration liability

15
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represents the estimated fair value of the Company’s obligations, under the acquisition agreement, to make payments
of up to $375 million in the aggregate if specified sales goals through the end of 2020 are achieved. The Company
made an additional payment of $75.0 million ($64.2 million of which was paid during the second quarter 2018 and
$10.8 million of which was paid during the first week of the third quarter 2018) as a result of the achievement of a
sales goal for the period from January 1, 2018 to April 30, 2018. Financial information of NeoTract is primarily
presented within the Interventional Urology North America operating segment, which is included in the "all other"
category in the Company's presentation of segment information.

10
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TELEFLEX INCORPORATED
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
(Unaudited)

The Company is continuing to evaluate the initial purchase price allocations in connection with its acquisition of
NeoTract, and further adjustments may be necessary as a result of the Company's assessment of additional information
related to the fair values of the assets acquired and liabilities assumed, primarily deferred tax liabilities, certain
intangible assets and goodwill.

Vascular Solutions

On February 17, 2017, the Company acquired Vascular Solutions, a medical device company that developed and
marketed products for use in minimally invasive coronary and peripheral vascular procedures. The aggregate
consideration paid by the Company in connection with the acquisition was $975.5 million.

Pro forma combined financial information

The following unaudited pro forma combined financial information for the three and six months ended July 2, 2017
gives effect to the Vascular Solutions and NeoTract acquisitions as if they had occurred on January 1, 2016. The pro
forma information is presented for informational purposes only and is not necessarily indicative of the results of
operations that actually would have occurred under the ownership and management of the Company.

Three Six Months
Months Ended
Ended

July 2,  July 2,
2017 2017

(Dollars and shares in
thousands, except per

share)
Net revenue $558,836 $1,092,154
Net income $66,726 $103,833
Basic earnings per common share:
Net income $1.48 $2.31
Diluted earnings per common share:
Net income $1.43 $2.22
Weighted average common shares outstanding:
Basic 44,996 44,945
Diluted 46,818 46,716

The unaudited pro forma combined financial information presented above includes the accounting effects of the
Vascular Solutions and NeoTract acquisitions, including, to the extent applicable, amortization charges from acquired
intangible assets; adjustments for depreciation of property, plant and equipment; interest expense; and the related tax
effects.

Note 5 — Restructuring and impairment charges

The following tables provide information regarding restructuring and impairment charges recognized by the Company
for the three and six months ended July 1, 2018 and July 2, 2017:

Three Months Ended July 1, 2018

. Other
Termination

. osts Total
benefits

2
(Dollars iil)thousands)
2018 Footprint realignment plan $52,345 $129 $52,474
Other restructuring programs 574 440 1,014
Restructuring charges $52.919 $569 $53,488
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Long-lived asset impairment charge — 1,865 1,865
Restructuring and impairment charges $52,919 $2,434 $55,353

11
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TELEFLEX INCORPORATED
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
(Unaudited)

Three Months Ended July 2, 2017

.Other
Termination
.costs Total
benefits
(2)

(Dollars in

thousands)
Restructuring charges (3 $612 $258 $870
Six Months Ended July 1, 2018
. Other
Termination
. osts Total
benefits

@)
(Dollars in thousands)
2018 Footprint realignment plan $52,345 $129 $52,474

2016 Footprint realignment plan 2,199 291 2,490
Other restructuring programs 4, 1,032 555 1,587
Restructuring charges $55,576 $975 $56,551
Long-lived asset impairment charge — 1,865 1,865

Restructuring and impairment charges $55,576 $2,840 $58,416
Six Months Ended July 2, 2017

. Other
Termination

. osts Total
benefits

(@)
(Dollars in thousands)
Vascular Solutions integration program $4,853 $34 $4,887

2017 EMEA restructuring program 6,536 — 6,536
2016 Footprint realignment plan 825 76 901
Other restructuring programs s, 1,147 344 1,491
Restructuring charges $13,361 $454 $13,815

(I)Other restructuring programs include the 2016 and 2014 Footprint realignment plans, the Vascular Solutions
integration program and the 2017 EMEA restructuring program as well as the other 2016 restructuring programs.
(2) Other costs include facility closure, contract termination, and other exit costs.
Restructuring charges include charges related to the Vascular Solutions integration program, 2017 EMEA
restructuring program, the 2016 and 2014 footprint realignment plans, the 2017 Pyng integration program and the
(3)2016 Other Restructuring programs. The Company committed to the 2017 Pyng integration program, which relates
to the integration of Pyng Medical Corp. (“Pyng”) into the Company, during the second quarter of 2017, following
the Company’s acquisition of Pyng in April 2017.
(4) Other restructuring programs include the 2014 Footprint realignment plan, Vascular Solutions integration program,
the 2017 EMEA restructuring program and the other 2016 restructuring programs.
(5) Other restructuring programs include the 2014 Footprint realignment plan, the 2017 Pyng integration program and
the 2016 Other Restructuring programs.

2018 Footprint Realignment Plan

On May 1, 2018, the Company initiated a restructuring plan involving the relocation of certain European
manufacturing operations to an existing lower-cost location, the outsourcing of certain of the Company’s European
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distribution operations, and related workforce reductions (the ‘2018 Footprint realignment plan"). These actions are
expected to be substantially completed by the end of 2024. The following table provides a summary of the Company’s
cost estimates by major type of expense associated with the 2018 Footprint realignment plan:

Type of expense Total estimated amount expected to be incurred
Termination benefits $60 million to $70 million

Other exit costs ;) $2 million to $4 million

Restructuring charges $62 million to $74 million

Restructuring related charges ,, $40 million to $59 million

Total restructuring and restructuring related charges $102 million to $133 million

12

20



Edgar Filing: TELEFLEX INC - Form 10-Q

TELEFLEX INCORPORATED
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
(Unaudited)

(1)Includes contract termination, facility closure, employee relocation, equipment relocation and outplacement costs.
Consists of pre-tax charges related to accelerated depreciation and other costs directly related to the plan, primarily
project management costs and costs to transfer manufacturing operations to the new location, as well as a charge

(2)associated with the Company’s exit from the facilities that is expected to be imposed by the taxing authority in the
affected jurisdiction. Excluding this tax charge, substantially all of the charges are expected to be recognized
within costs of goods sold.

In addition to the restructuring charges shown in the tables above, the Company recorded restructuring related charges

with respect to the 2018 Footprint realignment plan of $1.0 million for the three and six months ended July 1, 2018

within cost of goods sold.

As of July 1, 2018, the Company has a restructuring reserve of $51.4 million related to this plan, all of which related

to termination benefits.

2016 Footprint Realignment Plan

In 2016, the Company initiated a restructuring plan (the “2016 Footprint realignment plan") involving the relocation of

certain manufacturing operations, the relocation and outsourcing of certain distribution operations and a related

workforce reduction at certain of the Company's facilities. These actions commenced in the first quarter of 2016 and

are expected to be substantially completed by the end of 2018.

In addition to the restructuring charges shown in the tables above, the Company recorded restructuring related charges

with respect to the 2016 Footprint realignment plan of $2.0 million and $3.3 million for the three and six months

ended July 1, 2018 and $2.0 million and $4.1 million for the three and six months ended July 2, 2017, respectively.

The majority of these restructuring related charges in both periods constituted accelerated depreciation and other costs

arising principally as a result of the transfer of manufacturing operations to new locations.

The Company estimates that it will incur aggregate pre-tax restructuring and restructuring related charges in

connection with the 2016 Footprint realignment plan of approximately $43 million. As of July 1, 2018, the Company

has incurred aggregate restructuring charges in connection with the 2016 Footprint realignment plan of $17.1 million.

Additionally, as of July 1, 2018, the Company has incurred aggregate restructuring related charges of $18.0 million

with respect to the 2016 Footprint realignment plan, consisting of accelerated depreciation and certain other costs that

principally resulted from the transfer of manufacturing operations to new locations. The restructuring related charges
primarily were included in cost of goods sold. As of July 1, 2018, the Company has a restructuring reserve of $6.3
million related to this plan, all of which related to termination benefits.

2014 Footprint Realignment Plan

In 2014, the Company initiated a restructuring plan (“the 2014 Footprint realignment plan”) involving the consolidation

of operations and a related reduction in workforce at certain facilities, and the relocation of manufacturing operations

from certain higher-cost locations to existing lower-cost locations. These actions commenced in the second quarter

2014 and are expected to be substantially completed by the end of the first half of 2020. The Company estimates that

it will incur aggregate pre-tax restructuring and restructuring related charges in connection with the 2014 Footprint

realignment plan of approximately $46 million to $51 million.

In addition to the restructuring charges set forth in the tables above, the Company recorded restructuring related
charges with respect to the 2014 Footprint realignment plan of $0.6 million and $1.0 million for the three and six
months ended July 1, 2018, respectively, and $0.5 million and $2.1 million for the three and six months ended July 2,
2017, respectively. The majority of these restructuring related charges in both periods constituted accelerated
depreciation and other costs arising principally as a result of the transfer of manufacturing operations to new locations.

As of July 1, 2018, the Company has incurred restructuring charges in connection with the 2014 Footprint realignment
plan aggregating to $12.2 million. Additionally, as of July 1, 2018, the Company has incurred restructuring related
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charges aggregating to $27.9 million related to the 2014 Footprint realignment plan, consisting of accelerated
depreciation and certain other costs that principally resulted from the transfer of manufacturing operations from the
existing locations to new locations. These restructuring related charges primarily were included in cost of goods sold.
As of July 1, 2018, the Company has a restructuring reserve of $3.9 million in connection with the plan, all of which
related to termination benefits.

13
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
(Unaudited)

As the restructuring programs progress, management will reevaluate the estimated expenses and charges set forth
above, and may revise its estimates, as appropriate, consistent with GAAP. For a description of the Company's
restructuring programs, see Note 4 to the Company's consolidated financial statements included in its annual report on
Form 10-K for the year ended December 31, 2017.
Restructuring charges by reportable operating segment, and by all other operating segments in the aggregate, for the
three and six months ended July 1, 2018 and July 2, 2017 are set forth in the following table:

Three Months ~ Six Months

Ended Ended

July 1, July 2, July 1, July 2,

2018 2017 2018 2017

(Dollars in thousands)
Vascular North America $202  $353 $523 $1,081
Interventional North America 362 191 907 4,406

Anesthesia North America 91 564 125 811
EMEA 52,539 (412 ) 52,790 7,115
All other 294 174 2206 402
Restructuring charges $53,488 $870 $56,551 $13,815

Note 6 — Inventories, net
Inventories as of July 1, 2018 and December 31, 2017 consisted of the following:
July 1, December
2018 31,2017
(Dollars in
thousands)
Raw materials $103,005 $98,451
Work-in-process 63,386 62,381
Finished goods 239,037 234,912
Inventories, net $405,428 $395,744
Note 7 — Goodwill and other intangible assets, net
The following table provides information relating to changes in the carrying amount of goodwill by reportable
operating segment, and by all other operating segments in the aggregate, for the six months ended July 1, 2018:
Vascular InterventionalAnesthesia Surgical All
North North North North EMEA Asia OEM Total
. . . . Other
America America America  America
(Dollars in thousands)
Iz)glc;’mber 3 §064.860 433,049  $157,280 $250.912 $494,548 $209.200 $4.883 $420,842 $2,235,592
Goodwill
related to — 422 — — 9 3 — 145 579
acquisitions
Currency
translation — (1,938 ) (395 ) — 9,836 ) (2,352 ) — (762 ) (15,283 )
adjustment
July 1,2018  $264,869 $431,533 $156,894 $250,912 $484,721 $206,851 $4,883 $420,225 $2,220,888
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
(Unaudited)

The Company's gross carrying amount of, and accumulated amortization relating to, intangible assets as of July 1,
2018 and December 31, 2017 were as follows:

. Accumulated

Gross Carrying Amount Amortization

July 1, December July 1, December

2018 31,2017 2018 31,2017

(Dollars in thousands)
Customer relationships $1,016,254 $1,023,837 $(302,216) $(281,263)
In-process research and development 29,763 34,672 — —
Intellectual property 1,295,555 1,287,487 (296,217 ) (258,580 )
Distribution rights 23,570 23,697 (17,417 ) (16,996 )
Trade names 568,227 571,510 (29,244 ) (22,069 )
Non-compete agreements 23,507 23,429 (5,578 ) (1,976 )

$2,956,876 $2,964,632 $(650,672) $(580,884)

Note 8 — Financial instruments
Foreign Currency Forward Contracts
The Company uses derivative instruments for risk management purposes. Foreign currency forward contracts
designated as cash flow hedges are used to manage exposure related to foreign currency transactions. Foreign
currency forward contracts not designated as hedges for accounting purposes are used to manage exposure related to
near term foreign currency denominated monetary assets and liabilities. For the three and six months ended July 1,
2018 the Company recognized a loss related to non-designated foreign currency forward contracts of $1.4 million and
$0.7 million, respectively. For the three and six ended July 2, 2017, the Company recognized a loss related to
non-designated foreign currency forward contracts of $2.3 million and $3.1 million, respectively.
The following table presents the locations in the condensed consolidated balance sheet and fair value of derivative
financial instruments as of July 1, 2018 and December 31, 2017:

July 1, December

2018 31,2017

Fair Value
(Dollars in
thousands)
Asset derivatives:
Designated foreign currency forward contracts $1,513 $914
Non-designated foreign currency forward contracts 441 307
Prepaid expenses and other current assets $1,954 $ 1,221
Total asset derivatives $1,954 $ 1,221
Liability derivatives:
Designated foreign currency forward contracts $759 $ 1,373
Non-designated foreign currency forward contracts 102 53
Other current liabilities $861 $ 1,426
Total liability derivatives $861 $ 1,426

The total notional amount for all open foreign currency forward contracts designated as cash flow hedges as of July 1,
2018 and December 31, 2017 was $113.8 million and $88.5 million, respectively. The total notional amount for all
open non-designated foreign currency forward contracts as of July 1, 2018 and December 31, 2017 was $110.5
million and $110.6 million, respectively. All open foreign currency forward contracts as of July 1, 2018 have
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durations of twelve months or less.

There was no ineffectiveness related to the Company’s cash flow hedges during the three and six months ended July 1,
2018 and July 2, 2017.
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Concentration of Credit Risk
Concentrations of credit risk with respect to trade accounts receivable are generally limited due to the Company’s large
number of customers and their diversity across many geographic areas. However, a portion of the Company’s trade
accounts receivable outside the United States include sales to government-owned or supported healthcare systems in
several countries, which are subject to payment delays. Payment is dependent upon the creditworthiness of the
healthcare systems in those countries and the financial stability of those countries' economies.
Certain of the Company’s customers, particularly in Greece, Italy, Spain and Portugal, have extended or delayed
payments for products and services already provided, raising collectability concerns regarding the Company’s accounts
receivable from these customers. As a result, the Company continues to closely monitor the allowance for doubtful
accounts with respect to these customers. The following table provides information regarding the Company's
allowance for doubtful accounts, the aggregate net current and long-term trade accounts receivable related to
customers in Greece, Italy, Spain and Portugal and the percentage of the Company’s total net current and long-term
trade accounts receivable represented by these customers' trade accounts receivable at July 1, 2018 and December 31,
2017:

July 1, December

2018 31,2017
(Dollars in thousands)
Allowance for doubtful accounts ;, $9,525 $10,255

Current and long-term trade accounts receivable, net in Greece, Italy, Spain and Portugal @ $52,569  $49,054

Percentage of total net current and long-term trade accounts receivable - Greece, Italy, Spain 150 % 146 %

and Portugal

(1) The current portion of the allowance for doubtful accounts was $3.6 million and $3.5 million as of July 1, 2018

and December 31, 2017, respectively, and was recognized in accounts receivable, net.

@) The long-term portion of trade accounts receivable, net from customers in Greece, Italy, Spain and Portugal
at July 1, 2018 and December 31, 2017 was $3.5 million and $3.3 million, respectively.

For the six months ended July 1, 2018 and July 2, 2017, net revenues from customers in Greece, Italy, Spain and

Portugal were $75.7 million and $64.5 million, respectively.

Note 9 — Fair value measurement

For a description of the fair value hierarchy, see Note 10 to the Company’s consolidated financial statements included

in its Annual Report on Form 10-K for the year ended December 31, 2017.

The following tables provide information regarding the Company's financial assets and liabilities that are measured at

fair value on a recurring basis as of July 1, 2018 and December 31, 2017:

Total ~ Quoted Significant

carryingprices in Significant
alue active other unobservable
;t markets observable Inputs (Level
Inputs P
July 1, (Level 3)
2018 1) (Level 2)
(Dollars in thousands)
Investments in marketable securities $9,272 $9,272 $ —3 —
Derivative assets 1,954 — 1,954 —
Derivative liabilities 861 — 861 —
Contingent consideration liabilities 242,659— — 242,659
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Total ~ Quoted Significant

carryingprices in Significant
value active other unobservable
observable

at markets Inputs Inputs (Level

Decembé&vel (Lp 12) 3)

2017 1) eve

(Dollars in thousands)
Investments in marketable securities $9,045 $9,045 $ —3 —
Derivative assets 1,221 — 1,221 —
Derivative liabilities 1,426 — 1,426 —
Contingent consideration liabilities 272,136— — 272,136

There were no transfers of financial assets or liabilities reported at fair value among Level 1, Level 2 or Level 3 within
the fair value hierarchy during the six months ended July 1, 2018.

Valuation Techniques

The Company’s financial assets valued based upon Level 1 inputs are comprised of investments in marketable
securities held in trust, which are available to satisfy benefit obligations under Company benefit plans and other
arrangements. The investment assets of the trust are valued using quoted market prices.

The Company’s financial assets and liabilities valued based upon Level 2 inputs are comprised of foreign currency
forward contracts. The Company uses foreign currency forward contracts to manage foreign currency transaction
exposure as well as exposure to foreign currency denominated monetary assets and liabilities. The Company measures
the fair value of the foreign currency forward contracts by calculating the amount required to enter into offsetting
contracts with similar remaining maturities as of the measurement date, based on quoted market prices, and taking into
account the creditworthiness of the counterparties.

The Company’s financial liabilities valued based upon Level 3 inputs are comprised of contingent consideration
arrangements pertaining to the Company’s acquisitions, which are discussed immediately below.

Contingent consideration

As of July 1, 2018, the Company estimates that contingent consideration payments will occur in 2018 through 2029,
and the maximum amount of undiscounted payments the Company could make under contingent consideration
arrangements is $335.2 million. The contingent consideration liabilities, which primarily consist of Company
obligations payable if specified net sales goals are achieved, are remeasured to fair value each reporting period using
assumptions including estimated revenues (based on internal operational budgets and long-range strategic plans),
discount rates, probability of payment and projected payment dates.

The contingent consideration fair value measurement is based on significant inputs not observable in the market and
therefore constitute Level 3 inputs within the fair value hierarchy. The contingent consideration liability related to the
NeoTract acquisition represents the estimated fair value of the Company's obligations to make payments of up to $375
million in the aggregate if specified sales goals are achieved. Specifically, the payments are based on net sales (as
defined in the NeoTract acquisition agreement) for the periods from January 1, 2018 through April 30, 2018 and the
years ended December 31, 2018, 2019 and 2020. The Company made payments of $75.0 million ($64.2 million of
which was paid during the second quarter 2018 and $10.8 million of which was paid during the first week of the third
quarter 2018) as a result of the achievement of a sales goal for the period from January 1, 2018 to April 30, 2018. The
fair value of the contingent consideration related to the NeoTract acquisition was estimated using a Monte Carlo
valuation approach, which simulates future revenues during the earn out-period using management's best estimates.
The Company determines the value of its other contingent consideration liabilities based on a probability-weighted
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discounted cash flow analysis. Increases in projected revenues and probabilities of payment may result in significantly
higher fair value measurements; decreases in these items may have the opposite effect. Increases in the discount rates
may result in significantly lower fair value measurements; decreases in these items may have the opposite effect.

The table below provides additional information regarding the valuation technique and inputs used in determining the
fair value of contingent consideration recognized in connection with the NeoTract acquisition.
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Valuation Technique =~ Unobservable Input Range
Contingent consideration Monte Carlo simulation Revenue volatility 22.3 %
Risk free rate Cost of debt structure

Projected year of payment 2018 - 2021
The following table provides information regarding changes, during the six months ended July 1, 2018, in Level 3
financial liabilities related to contingent consideration:

Contingent

consideration

2018

(Dollars in

thousands)
Balance - December 31, 2017 $ 272,136
Additions () 396
Payment (64,372 )
Revaluations 34,618
Translation adjustment (119 )
Balance - July 1, 2018 $ 242,659

(1) The Company established a liability related to the estimated fair value of contingent consideration associated with
the acquired assets from QT Vascular.
Note 10 — Shareholders’ equity
Basic earnings per share is computed by dividing net income by the weighted average number of common shares
outstanding during the period. Diluted earnings per share is computed in the same manner except that the weighted
average number of shares is increased to include dilutive securities. The following table provides a reconciliation of
basic to diluted weighted average number of common shares outstanding:

Three Months Six Months

Ended Ended

July 1, July 2, July 1, July 2,

2018 2017 2018 2017

(Shares in thousands)

Basic 45,581 44,996 45,455 44,945
Dilutive effect of share-based awards — 866 1,052 843
Dilutive effect of convertible notes and warrants — 956 264 928
Diluted 45,581 46,818 46,771 46,716

The weighted average number of shares that were antidilutive and therefore excluded from the calculation of earnings
per share were 2.0 million (inclusive of 1.2 million potentially dilutive shares that were excluded because of the net
loss for the three months ended July 1, 2018) and 0.7 million for the three and six months ended July 1, 2018,
respectively, and 0.7 million and 0.6 million for the three and six months ended July 2, 2017, respectively.

In connection with the issuance by the Company in 2010 of convertible notes that matured in August 2017, and as part
of hedging arrangements between the Company and two institutional counterparties, the Company issued warrants to
the counterparties, entitling them to purchase Company common stock. These transactions are described in greater
detail in Note 11 to the consolidated financial statements included in the Company's Annual Report on Form 10-K for
the year ended December 31, 2017. At July 1, 2018, warrants to purchase 197,274 shares at an exercise price of
$74.65 per share remained outstanding. The remaining warrants expire ratably over a period ending on August 31,
2018. At July 1, 2018, the intrinsic value of the warrants (i.e. the excess of the aggregate market price of the
underlying shares over the aggregate exercise price of the warrants) was $38.5 million.
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The following tables provide information relating to the changes in accumulated other comprehensive loss, net of tax,
for the six months ended July 1, 2018 and July 2, 2017:
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(Unaudited)

Balance as of December 31, 2017

Other comprehensive income (loss) before reclassifications

Amounts reclassified from accumulated other
comprehensive income

Net current-period other comprehensive income (loss)

Balance as of July 1, 2018

Balance at December 31, 2016

Other comprehensive (loss) before reclassifications

Amounts reclassified from accumulated other
comprehensive loss

Net current-period other comprehensive income

Balance at July 2, 2017

Pension and  Foreign Accumulated

Cash Other Currency  Other
Flow . y .
Hed esPostretlrement Translation Comprehensive
& Benefit Plans Adjustment (Loss) Income
(Dollars in thousands)
$340 $(138,808 ) $(126,623) $ (265,091 )
1,103 188 (44,517 ) (43,226 )
(811 ) 2,708 — 1,897
292 2,896 (44,517 ) (41,329 )
$632 $(135912 ) $(171,140) $ (306,420 )
Pension and  Foreign Accumulated
Cash
Other Currency  Other
Flow . . .
Postretirement Translation Comprehensive
Hedges

Benefit Plans Adjustment (Loss) Income

(Dollars in thousands)
$(2,424) $(136,596 ) $(299,697 ) $ (438,717 )

2,684
2,477

5,161
$2,737

(669 ) 112,667 114,682
2,263 — 4,740
1,594 112,667 119,422

$ (135,002 ) $(187,030) $ (319,295 )

The following table provides information relating to the location in the statements of operations and amount of
reclassifications of losses/(gains) in accumulated other comprehensive (loss) income into expense/(income), net of tax,
for the three and six months ended July 1, 2018 and July 2, 2017:

(Gains) losses on foreign exchange contracts:
Cost of goods sold

Total before tax

Taxes (benefit)

Net of tax

Three Months

Six Months

Ended
July 1,

2018

(Dollars in thousands)

(951

(204 ) 140
) $1,099 $(811 ) $2,477

Amortization of pension and other postretirement benefit items, ).

Actuarial losses
Prior-service costs
Total before tax
Tax benefit

Net of tax

Total reclassifications, net of tax

$1,734 $1,727 $3,480

47
3,527
) (819

July 2,
2017

$(118 ) $1,303 $(951 ) $2,948

) 2,948
471 )

$3,453
59
3,512

) (1,249)

$1,349 $1,132 $2,708 $2,263

$2,231 $1,897 $4,740
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(1) These accumulated other comprehensive (loss) income components are included in the computation of net benefit
expense for pension and other postretirement benefit plans (see Note 12 for additional information).
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Note 11 — Taxes on income from continuing operations

Three Months Ended Six Months Ended
July 1,2018 July2,2017 July 1, 2018 .;1(1)113172,
Effective income tax rate 136.3% 13.4% 23.2% 7.4%

The Tax Cuts and Jobs Act (the “TCJA”) was enacted on December 22, 2017. The legislation significantly changes U.S.
tax law by, among other things, permanently reducing corporate income tax rates from a maximum of 35% to 21%,
effective January 1, 2018; implementing a territorial tax system, by generally providing for, among other things, a
dividends received deduction on the foreign source portion of dividends received from a foreign corporation if
specified conditions are met; and imposing a one-time repatriation tax on undistributed post-1986 foreign subsidiary
earnings and profits, which are deemed repatriated for purposes of the tax. In addition, the TCJA imposes two new
U.S. tax base erosion provisions: (1) the global intangible low-taxed income ("GILTI") provisions and (2) the base
erosion and anti-abuse tax ("BEAT") provisions, which are explained in more detail in Note 13 to the Company’s
consolidated financial statements included in its Annual Report on Form 10-K for the year ended December 31, 2017.
In accordance with the applicable provisions of SEC Staff Accounting Bulletin No. 118, the Company included in its
consolidated financial statements as of December 31, 2017 provisional amounts reflecting the tax impact related to
deemed repatriated earnings and the revaluation of deferred tax assets and liabilities. Once the Company's accounting
for the income tax effects of the TCJA is complete, the amounts with respect to the income tax effects of the TCJA
may differ from the provisional amounts, possibly materially, due to, among other things, additional analysis, changes
in interpretations and assumptions the Company has made, additional regulatory guidance that may be issued, and
actions the Company may take as a result of the TCJA.

The effective income tax rate for the three and six months ended July 1, 2018 was 136.3% and 23.2%, respectively,
and 13.4% and 7.4% for the three and six months ended July 2, 2017, respectively. The effective income tax rate for
the three and six months ended July 1, 2018 as compared to the prior year periods reflect non-deductible termination
benefits and other costs incurred in connection with the 2018 Footprint realignment plan and a non-deductible
contingent consideration expense recognized in connection with an increase in the fair value of the NeoTract
contingent consideration liability. In addition, the effective tax rate for the three and six months ended July 1, 2018
includes the benefit of a lower U.S. corporate tax rate of 21.0% resulting from the enactment of the TCJA, partially
offset by a tax cost associated with GILTI and other TCJA related changes. The effective tax rate for the six months
ended July 2, 2017 reflects a tax benefit associated with costs incurred in connection with the Vascular Solutions
acquisition.

Note 12 — Pension and other postretirement benefits

The Company has a number of defined benefit pension and postretirement plans covering eligible U.S. and non-U.S.
employees. As of July 1, 2018, no further benefits are being accrued under the Company’s U.S. defined benefit pension
plans and the Company’s other postretirement benefit plans, other than certain postretirement benefit plans covering
employees subject to a collective bargaining agreement.
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Net pension and other postretirement benefits expense (income) consist of the following:

Other Other
Pension Postretirement Pension Postretirement
Three Months Benefits Six Months Ended Benefits
Ended Three Months Six Months
Ended Ended
July 1,  July 2, July 1, July 2, July 1, July 2, .{uly July 2,
2018 2017 2018 2017 2018 2017 2618 2017
(Dollars in thousands)
Service cost $376 $720 $52 $75 $754 $1,437 $104 $149
Interest cost 3,718 3,789 378 379 7,439 7,574 756 757

Expected return on plan assets (7,415 ) (6,750) — — (14,836) (13,493) — —

Net amortization and deferral 1,695 1,691 62 66 3,403 3,381 124 131

Net benefits expense (income) $(1,626) $(550) $492 $520 $(3,240) $(1,101) $984 $1,037

Note 13 — Commitments and contingent liabilities

Environmental: The Company is subject to contingencies as a result of environmental laws and regulations that in the
future may require the Company to take further action to correct the effects on the environment of prior disposal
practices or releases of chemical or petroleum substances by the Company or other parties. Much of this liability
results from the U.S. Comprehensive Environmental Response, Compensation and Liability Act, often referred to as
Superfund, the U.S. Resource Conservation and Recovery Act and similar state laws. These laws require the Company
to undertake certain investigative and remedial activities at sites where the Company conducts or once conducted
operations or at sites where Company-generated waste was disposed.

Remediation activities vary substantially in duration and cost from site to site. These activities, and their associated
costs, depend on the mix of unique site characteristics, evolving remediation technologies, the regulatory agencies
involved and their enforcement policies, as well as the presence or absence of other potentially responsible parties. At
July 1, 2018, the Company has recorded $1.0 million and $5.7 million in accrued liabilities and other liabilities,
respectively, relating to these matters. Considerable uncertainty exists with respect to these liabilities and, if adverse
changes in circumstances occur, the potential liability may exceed the amount accrued as of July 1, 2018. The time
frame over which the accrued amounts may be paid out, based on past history, is estimated to be 15-20 years.
Litigation: The Company is a party to various lawsuits and claims arising in the normal course of business. These
lawsuits and claims include actions involving product liability, product warranty, commercial disputes, intellectual
property, contract, employment, environmental and other matters. As of July 1, 2018, the Company has recorded
accrued liabilities of $1.7 million in connection with such contingencies, representing its best estimate of the cost
within the range of estimated possible losses that will be incurred to resolve these matters.

Based on information currently available, advice of counsel, established reserves and other resources, the Company
does not believe that the outcome of any outstanding litigation and claims is likely to be, individually or in the
aggregate, material to its business, financial condition, results of operations or liquidity. However, in the event of
unexpected further developments, it is possible that the ultimate resolution of these matters, or other similar matters, if
unfavorable, may be materially adverse to the Company’s business, financial condition, results of operations or
liquidity. Legal costs such as outside counsel fees and expenses are charged to selling, general and administrative
expenses in the period incurred.

Tax audits and examinations: The Company and its subsidiaries are routinely subject to tax examinations by various
tax authorities. As of July 1, 2018, the most significant tax examinations in process are in Germany and Italy. The
Company may establish reserves with respect to its uncertain tax positions, after which it adjusts the reserves to
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address developments with respect to its uncertain tax positions, including developments in these tax examinations.
Accordingly, developments in tax audits and examinations, including resolution of uncertain tax positions, could
result in increases or decreases to the Company’s recorded tax liabilities, which could impact the Company’s financial

results.
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Other: The Company has various purchase commitments for materials, supplies and other items occurring in the
ordinary conduct of its business. On average, such commitments are not at prices in excess of current market prices.
Note 14 — Segment information
Following the Company's acquisition of Vascular Solutions, the Company commenced an integration program under
which it is combining the Vascular Solutions' business with some of its legacy businesses. As a result, effective during
the fourth quarter 2017, the Company realigned its operating segments. The changes to the operating segments were
also made to reflect the manner in which the Company’s chief operating decision maker assesses business performance
and allocates resources. The Company now has the following seven reportable segments: Vascular North America,
Interventional North America, Anesthesia North America, Surgical North America, Europe, Middle East and Africa
("EMEA"), Asia and Original Equipment and Development Services ("OEM"). In connection with the presentation of
segment information, the Company will continue to present certain operating segments, which currently include the
Interventional Urology North America, Respiratory North America and Latin America operating segments, in the “all
other” category because they are not material for separate disclosure. All prior comparative periods presented have
been restated to reflect these changes.
The following tables present the Company’s segment results for the three and six months ended July 1, 2018 and
July 2, 2017:

Three Months

Ended Six Months Ended
July 1,  July2, Julyl, July 2,
2018 2017 2018 2017
(Dollars in

thousands)

Vascular North America $80,062 $78,796 $163,110 $157,807
Interventional North America 64,956 58,337 125,152 98,283
Anesthesia North America 50,490 49,081 101,055 97,288
Surgical North America 40,708 44,716 81,385 90,660

EMEA 153,415 138,469 313,285 272,043
Asia 72,413 65,998 130,657 116,166
OEM 52,594 45,132 98,448 88,478

All other 95,228 48,084 184,004 95,769

Net revenues $609,866 $528,613 $1,197,096 $1,016,494

Three Months Ended Six Months Ended
July 1,  July 2, July 1, July 2,
2018 2017 2018 2017

(Dollars in (Dollars in thousands)

thousands)

Vascular North America $24,636 $18,472 $49,298 $36,762
Interventional North America 16,510 8,815 30,630 780
Anesthesia North America 14,716 20,056 32,049 33,360
Surgical North America 17,055 17,287 31,803 33,667
EMEA 26,535 23,594 58,305 44,904
Asia 20,746 18,941 34,114 29,825
OEM 13,552 10,337 22,568 19,458
All other (25,602 ) 9,017 (37,575 ) 18,344
Total segment operating profit (1) 108,148 126,519 221,192 217,100
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Unallocated expenses @) (74,658 ) (16,317 ) (100,859 ) (46,079 )

Inc.ome'from continuing operations before interest, loss on $33.490 $110.202 $120333 $171.021

extinguishment of debt and taxes

1) Segment operating profit includes segment net revenues from external customers reduced by the segment's
standard cost of goods sold,
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adjusted for fixed manufacturing cost absorption variances, selling, general and administrative expenses, research and

development expenses and an allocation of corporate expenses. Corporate expenses are allocated among the segments

in proportion to the respective amounts of one of several items (such as net revenues, numbers of employees, and

amount of time spent), depending on the category of expense involved.

(2)Unallocated expenses primarily include manufacturing variances other than fixed manufacturing cost absorption
variances, restructuring charges and gain on sale of assets.

The following table provides total net revenues by geographic region (based on the Company's selling location) for the

three and six months ended July 1, 2018 and July 2, 2017:

Three Months )

Ended Six Months Ended
July 1,  July2, Julyl, July 2,
2018 2017 2018 2017

(Dollars in thousands)

United States $356,468 $310,124 $700,825 $596,438
Europe 168,879 144,393 340,200 285,415
Asia 60,488 53,901 110,043 96,905
All other 24,031 20,195 46,028 37,736
Net revenues $609,866 $528,613 $1,197,096 $1,016,494
Note 15 — Condensed consolidating guarantor financial information
The Company’s $250 million principal amount of 5.25% Senior Notes due 2024 (the “2024 Notes”), $400 million
principal amount of 4.875% Senior Notes due 2026 (the “2026 Notes”) and $500 million principal amount of 4.625%
Senior Notes due 2027 (the “2027 Notes," and collectively with the 2024 Notes and the 2026 Notes, the "Senior
Notes") are issued by Teleflex Incorporated (the “Parent Company”), and payment of the Parent Company's obligations
under the Senior Notes are guaranteed, jointly and severally, by certain of the Parent Company’s subsidiaries (each, a
“Guarantor Subsidiary” and collectively, the “Guarantor Subsidiaries”). The 2024 Notes, 2026 Notes and 2027 Notes are
guaranteed by the same Guarantor Subsidiaries. The guarantees are full and unconditional, subject to certain
customary release provisions. Each Guarantor Subsidiary is directly or indirectly 100% owned by the Parent
Company. The Company’s condensed consolidating statements of income and comprehensive income for the three and
six months ended July 1, 2018 and July 2, 2017, condensed consolidating balance sheets as of July 1, 2018 and
December 31, 2017 and condensed consolidating statements of cash flows for the six months ended July 1, 2018 and
July 2, 2017, provide consolidated information for:
a.Parent Company, the issuer of the guaranteed obligations;
b. Guarantor Subsidiaries, on a combined basis;
. Non-Guarantor Subsidiaries (i.e., those subsidiaries of the Parent Company that have not guaranteed

"payment of the Senior Notes), on a combined basis; and
d.Parent Company and its subsidiaries on a consolidated basis.
The same accounting policies as described in Note 1 to the consolidated financial statements included in the
Company’s Annual Report on Form 10-K for the year ended December 31, 2017 are used by the Parent Company and
each of its subsidiaries in connection with the condensed consolidating financial information, except for the use of the
equity method of accounting to reflect ownership interests in subsidiaries, which are eliminated upon consolidation.
Consolidating entries and eliminations in the following condensed consolidated financial statements represent
adjustments to (a) eliminate intercompany transactions between or among the Parent Company, the Guarantor
Subsidiaries and the Non-Guarantor Subsidiaries, (b) eliminate the investments in subsidiaries and (c) record
consolidating entries.
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During the first quarter 2018, a Guarantor Subsidiary merged with and into Parent; the transaction is reflected as of
the beginning of the earliest period presented in the condensed consolidating financial statements.
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TELEFLEX INCORPORATED AND SUBSIDIARIES
CONDENSED CONSOLIDATING STATEMENTS OF INCOME AND COMPREHENSIVE INCOME
Three Months Ended July 1, 2018

Parent Guarantor Non-Guarantor Eliminations Condensed
Company Subsidiaries Subsidiaries Consolidated
(Dollars in thousands)
Net revenues $— $391,304 $326,279 $(107,717 ) $609,866
Cost of goods sold — 231,487 143,532 (109,931 ) 265,088
Gross profit — 159,817 182,747 2,214 344,778
Selling, general and administrative expenses 12,430 139,565 77,723 199 229,917
Research and development expenses 489 18,818 6,711 — 26,018
Restructuring and impairment charges — 2,545 52,808 — 55,353
.(Loss) income from continuing operations before (12919 ) (1111 ) 45.505 2,015 33.490
interest and taxes
Interest, net 24,788 1,078 600 — 26,466
g;esss) income from continuing operations before (37707 ) (2,189 ) 44.905 2.015 7.024
(Benefit) taxes on (loss) income from continuing (13218 ) 7.486 15,045 63 9.576
operations
Equity in net income of consolidated subsidiaries 21,937 24,457 342 46,736 ) —
(Loss) income from continuing operations (2,552 ) 14,782 30,002 44,784 ) (2,552 )
Operating income from discontinued operations 94 — — — 94
Taxes on income from discontinued operations 38 — — — 38
Income from discontinued operations 56 — — — 56
Net (loss) income (2,496 ) 14,782 30,002 44,784 ) (2,496 )
Other comprehensive loss (124,019 ) (114,917 ) (130,725 ) 245,642 (124,019 )
Comprehensive loss $(126,515) $(100,135) $ (100,723 ) $200,858  $(126,515 )
24
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(Unaudited)

Net revenues

Cost of goods sold

Gross profit

Selling, general and administrative expenses
Research and development expenses
Restructuring charges

(Loss) income from continuing operations before
interest, extinguishment of debt and taxes
Interest, net

Loss on extinguishment of debt

(Loss) income from continuing operations before
taxes

(Benefit) taxes on (loss) income from continuing
operations

Equity in net income of consolidated subsidiaries
Income from continuing operations

Operating loss from discontinued operations

Tax benefit on loss from discontinued operations
Loss from discontinued operations

Net income

Other comprehensive income

Comprehensive income

25

Three Months Ended July 2, 2017
Non-Guarantor

Parent

$— $338,620
— 190,202
— 148,418
7,468 95,171
264 13,594
— 1,335
(7,732 ) 38,318
27,233 (8,581
11 —
(34,976 ) 46,899
(14,378 ) 13,386
98,961 58,861
78,363 92,374
(566 ) —
(206 ) —
(360 ) —

78,003 92,374
69,822 68,127

$147,825 $160,501

Guarantor
Company Subsidiaries Subsidiaries
(Dollars in thousands)

$ 296,977
152,440
144,537
56,334
6,420
(465

82,248
1,081

81,167

14,210

240
67,197

67,197
69,374
$ 136,571

Condensed

Eliminations

Consolidated

$(106,984 ) $528,613

(104,313
(2,671
(39

) —
(2,632

(2,632

(1,123

(158,062
(159,571

(159,571
(137,501

) 238,329

) 290,284

) 158,934
20,278
870

) 110,202

19,733
11

) 90,458

) 12,095

) —
) 78,363
(566 )
(206 )
(360 )
) 78,003
) 69,822

$(297,072 ) $ 147,825
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Six Months Ended July 1, 2018

Parent  Guarantor Non-Guarantor Eliminations Condensed
Company Subsidiaries Subsidiaries Consolidated
(Dollars in thousands)
Net revenues $— $770,723 $ 646,288 $(219,915 ) $1,197,096
Cost of goods sold — 449,091 285,540 (213,583 ) 521,048
Gross profit — 321,632 360,748 (6,332 ) 676,048
Selling, general and administrative expenses 21,611 270,479 153,494 (330 ) 445,254
Research and development expenses 716 38,186 13,143 — 52,045
Restructuring and impairment charges — 3,453 54,963 — 58,416
.(Loss) income from continuing operations before (22.327) 9514 139,148 (6.002 ) 120333
interest and taxes
Interest, net 46,929 4,009 1,198 — 52,136
g;esss) income from continuing operations before (69.256 ) 5.505 137.950 (6.002 ) 68.197
(Benefit) taxes on (loss) income from continuing (26410 ) 13.909 29.422 (1103 ) 15.818
operations
Equity in net income of consolidated subsidiaries 96,504 101,333 635 (198,472 ) —
Income from continuing operations 53,658 92,929 109,163 (203,371 ) 52,379
Operating income from discontinued operations 50 — 1,279 — 1,329
Taxes on income from discontinued operations 20 — — — 20
Income from discontinued operations 30 — 1,279 — 1,309
Net income 53,688 92,929 110,442 (203,371 ) 53,688
Other comprehensive loss (41,329 ) (44,798 ) (43,498 ) 88,296 (41,329 )
Comprehensive income $12,359 $48,131 $ 66,944 $(115,075 ) $12,359
26
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Net revenues

Cost of goods sold

Gross profit

Selling, general and administrative expenses
Research and development expenses
Restructuring charges

(Loss) income from continuing operations before
interest, extinguishment of debt and taxes
Interest, net

Loss on extinguishment of debt

(Loss) income from continuing operations before
taxes

(Benefit) taxes on (loss) income from continuing
operations

Equity in net income of consolidated subsidiaries
Income from continuing operations

Operating loss from discontinued operations

Tax benefit on loss from discontinued operations
Loss from discontinued operations

Net income

Other comprehensive income

Comprehensive income

27

Six Months Ended July 2, 2017

Parent Guarantor Non-Guarantor

Company Subsidiaries Subsidiaries

(Dollars in thousands)

$— $654,263 $ 573,292
— 382,203 296,336
— 272,060 276,956
27,987 189,214 105,178
499 24,780 12,826

— 6,709 7,106

(28,486 ) 51,357 151,846

51,506 (16,143 ) 1,927
5,593 — —

(85,585 ) 67,500 149,919

(35,711 ) 19,297 26,439

168,586 114,663 456
118,712 162,866 123,936

(848 ) — —
(309 ) — —
(539 ) — —

118,173 162,866 123,936
119,422 117,531 123,275
$237,595 $280,397 $ 247,211

Condensed

Eliminations

Consolidated

$(211,061 ) $1,016,494

(207,889
(3,172
524

(3,696

(599

(283,705
(286,802

(286,802
(240,806

) 470,650

) 545,844
322,903
38,105
13,815

) 171,021

37,290
5,593

) 128,138

) 9,426

) —

) 118,712
(848 )
(309 )
(539 )

) 118,173

) 119,422

$(527,608 ) $237,595
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TELEFLEX INCORPORATED AND SUBSIDIARIES
CONDENSED CONSOLIDATING BALANCE SHEETS

July 1, 2018

Parent Guarantor Non-Guarantor Eliminations Condensed

Company Subsidiaries Subsidiaries Consolidated

(Dollars in thousands)
ASSETS
Current assets
Cash and cash equivalents $50,786 $12,626 $ 282,892 $— $346,304
Accounts receivable, net 2,328 49,185 302,614 4,992 359,119
ACC(‘)u.l’ltS‘ receivable from consolidated 25.539 1.004.686 359.567 (1389792 ) —
subsidiaries
Inventories, net — 246,255 191,580 (32,407 ) 405,428
Prepaid expenses and other current assets 14,657 13,029 20,437 3,982 52,105
Prepaid taxes 11,811 — 7,273 — 19,084
Assets held for sale — 3,239 — — 3,239
Total current assets 105,121 1,329,020 1,164,363 (1,413,225 ) 1,185,279
Property, plant and equipment, net 2,887 233,105 174,987 — 410,979
Goodwill — 1,245,806 975,082 — 2,220,888
Intangibles assets, net — 1,312,928 993,276 — 2,306,204
Investments in consolidated subsidiaries 5,838,568 1,661,595 20,367 (7,520,530 ) —
Deferred tax assets — — 4,670 (2,284 ) 2,386
Notes ?eceivable E}nFl qther amounts due from 2255.108 2313458 — (4.568.566 ) —
consolidated subsidiaries
Other assets 30,547 5,880 13,158 — 49,585
Total assets $8,232,231 $8,101,792 $ 3,345,903  $(13,504,605) $6,175,321
LIABILITIES AND EQUITY
Current liabilities
Current borrowings $36,875 $— $ 50,000 $— $ 86,875
Accounts payable 4,258 53,913 36,663 — 94,834
Accounts payable to consolidated subsidiaries 1,033,197 288,217 68,378 (1,389,792 ) —
Accrued expenses 18,991 33,421 51,928 — 104,340
Current portion of contingent consideration — 110,454 — — 110,454
Payroll and benefit-related liabilities 15,958 34,341 39,370 — 89,669
Accrued interest 6,731 — 40 — 6,771
Income taxes payable — — 6,700 (1,103 ) 5,597
Other current liabilities 874 33,609 3,422 — 37,905
Total current liabilities 1,116,884 553,955 256,501 (1,390,895 ) 536,445
Long-term borrowings 2,145,468 — — — 2,145,468
Deferred tax liabilities 89,938 260,624 248,156 (2,284 ) 596,434
Pension and postretirement benefit liabilities 63,481 32,283 17,319 — 113,083
Noncurrent liability for uncertain tax positions 1,680 8,294 2,791 — 12,765
Notes payable and other amounts due to 2240361 2.125.535 202.670 (4.568.566 ) —

consolidated subsidiaries
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Noncurrent contingent consideration
Other liabilities

Total liabilities

Total shareholders' equity

Total liabilities and shareholders' equity

28

— 121,116 11,089
140,438 6,763 57,739
5,798,250 3,108,570 796,265
2,433,981 4,993,222 2,549,638
$8,232,231 $8,101,792 $ 3,345,903

— 132,205
— 204,940
(5,961,745 ) 3,741,340
(7,542,860 ) 2,433,981
$(13,504,605) $6,175,321
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December 31, 2017
Parent Guarantor Non-Guarantor Eliminations Condensed
Company Subsidiaries Subsidiaries Consolidated
(Dollars in thousands)
ASSETS
Current assets
Cash and cash equivalents $37,803 $8,933 $ 286,822 $— $333,558
Accounts receivable, net 2,414 57,818 280,980 4,663 345,875
ACC(‘)u.l’ltS‘ receivable from consolidated 14,478 1.177.246 343115 (1.534.839 ) —
subsidiaries
Inventories, net — 245,533 176,490 (26,279 ) 395,744
Prepaid expenses and other current assets 14,874 9,236 19,790 3,982 47,882
Prepaid taxes — — 5,748 — 5,748
Total current assets 69,569 1,498,766 1,112,945 (1,552,473 ) 1,128,807
Property, plant and equipment, net 2,088 213,663 167,248 — 382,999
Goodwill — 1,246,144 989,448 — 2,235,592
Intangibles assets, net — 1,355,275 1,028,473 — 2,383,748
Investments in consolidated subsidiaries 5,806,244 1,674,077 19,620 (7,499,941 ) —
Deferred tax assets — — 6,071 (2,261 ) 3,810
Notes ?eceivable E}nq qther amounts due from 2452101 2231.832 — (4.683.933 ) —
consolidated subsidiaries
Other assets 31,173 6,397 8,966 — 46,536
Total assets $8,361,175 $8,226,154 $ 3,332,771 $(13,738,608) $6,181,492
LIABILITIES AND EQUITY
Current liabilities
Current borrowings $36,625 $— $ 50,000 $— $ 86,625
Accounts payable 4,269 46,992 40,766 — 92,027
Accounts payable to consolidated subsidiaries 1,211,568 261,121 62,150 (1,534,839 ) —
Accrued expenses 17,957 31,827 47,069 — 96,853
Current portion of contingent consideration — 74,224 — — 74,224
Payroll and benefit-related liabilities 21,145 44,009 42,261 — 107,415
Accrued interest 6,133 — 32 — 6,165
Income taxes payable 4,352 — 7,162 — 11,514
Other current liabilities 1,461 3,775 3,817 — 9,053
Total current liabilities 1,303,510 461,948 253,257 (1,534,839 ) 483,876
Long-term borrowings 2,162,927 — — — 2,162,927
Deferred tax liabilities 88,512 265,426 251,999 (2,261 ) 603,676
Pension and postretirement benefit liabilities 70,860 32,750 17,800 — 121,410
Noncurrent liability for uncertain tax positions 1,117 8,196 2,983 — 12,296
Notes payable and other amounts due to 2,155,146 2,320,611 208,176 (4,683,933 ) —
consolidated subsidiaries
Noncurrent contingent consideration — 186,923 10,989 — 197,912
Other liabilities 148,572 7,850 12,442 — 168,864
Total liabilities 5,930,644 3,283,704 757,646 (6,221,033 ) 3,750,961
Total shareholders' equity 2,430,531 4,942,450 2,575,125 (7,517,575 ) 2,430,531
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Total liabilities and shareholders' equity

29

$8,361,175 $8,226,154 $ 3,332,771

$(13,738,608) $6,181,492
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TELEFLEX INCORPORATED AND SUBSIDIARIES
CONDENSED CONSOLIDATING STATEMENTS OF CASH FLOWS
Six Months Ended July 1, 2018
Parent Guarantor Non-GuarantorEliminatiorls Condensed
Company Subsidiaries Subsidiaries Consolidated
(Dollars in thousands)
Net cash (used in) provided by operating activities ¢ 1 ¢s 7641 $953365  § 164356  $ (70373 ) $ 181,584
from continuing operations

Cash flows from investing activities of continuing

operations:
Expenditures for property, plant and equipment (795 ) (16,602 ) (20,607 ) — (38,004 )
Proceeds from sale of investments 22,944 — — (22,944 ) —

Payments for businesses and intangibles acquired,
net of cash acquired

Net cash provided by (used in) investing activities
from continuing operations

Cash flows from financing activities of continuing

— 1,404 (23,854 ) — (22,450 )

22,149 (15,198 ) (44,461 ) (22,944 ) (60,454 )

operations:
Reduction in borrowings (18,500 ) — — — (18,500 )
Debt extinguishment, issuance and amendment fees (188 ) — — — (188 )

Net proceeds from share based compensation plans

and the related tax impacts 9,800 o o o 9,800
Payments for contingent consideration — (62,574 ) — — (62,574 )
Dividends paid (30,938 ) — — — (30,938 )
Intercompany transactions 196,888 (171,900 ) (47,932 ) 22,944 —
Intercompany dividends paid — — (70,373 ) 70,373 —

Net cash provided by (used in) financing activities
from continuing operations
Cash flows from discontinued operations:

157,062 (234,474 ) (118,305 ) 93,317 (102,400 )

Net cash used in operating activities (464 ) — — — (464 )
Net cash used in discontinued operations (464 ) — — — (464 )
Effe?ct of exchange rate changes on cash and cash o (5.520 ) — (5,520 )
equivalents

Net.mcrease (decrease) in cash and cash 12,983 3.693 (3.930 ) — 12,746
equivalents

g;sil(l);nd cash equivalents at the beginning of the 37.803 8.933 286.822 L 333558
Cash and cash equivalents at the end of the period $50,786  $12,626 $ 282,892 $— $ 346,304
30
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TELEFLEX INCORPORATED
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
(Unaudited)

Six Months Ended July 2, 2017
Parent Guarantor Non—GuaramtorEliminatiorls Condensed
Company Subsidiaries Subsidiaries Consolidated
(Dollars in thousands)
Net cash (used in) provided by operating activities ¢ 1) 796y 6930 874 § 148460  $(61,918 ) $ 197,690
from continuing operations

Cash flows from investing activities of continuing

operations:

Expenditures for property, plant and equipment (173 ) (19,760 ) (16,900 ) — (36,833 )
Proceeds from sale of assets — — 6,332 — 6,332
Payments for bu§1nesses and intangibles acquired, (975524 ) — (17,935 ) — (993,459 )
net of cash acquired

Net (.:ash used in 1pvest1ng activities from (975.697 ) (19760 ) (28.503 )y — (1.023.960 )
continuing operations

Cash flows from financing activities of continuing

operations:

Proceeds from new borrowings 1,194,500 — — — 1,194,500
Reduction in borrowings (228,273 ) — — — (228,273 )
Debt extinguishment, issuance and amendment 19114 ) — o o (19114 )

fees
Net proceeds from share based compensation plans

and the related tax impacts 1,305 o o o 1,305
Payments for contingent consideration — (153 ) — — (153 )
Dividends paid 30,590 ) — — — (30,590 )
Intercompany transactions 222,684 (203,029 ) (19,655 ) — —
Intercompany dividends paid — — (61,918 ) 61,918 —

Net cash provided by (used in) financing activities
from continuing operations
Cash flows from discontinued operations:

1,140,512 (203,182 ) (81,573 ) 61,918 917,675

Net cash used in operating activities (961 ) — — — (961 )
Net cash used in discontinued operations (961 ) — — — (961 )
Effe?ct of exchange rate changes on cash and cash . 41,981 o 41,981
equivalents

Net increase in cash and cash equivalents 42,128 9,932 80,365 — 132,425
g;sil(l);nd cash equivalents at the beginning of the 14,571 1,031 528.187 o 543789
Cash and cash equivalents at the end of the period $56,699 $ 10,963 $ 608,552 $— $676,214
31

51



Edgar Filing: TELEFLEX INC - Form 10-Q

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Forward-Looking Statements

All statements made in this Quarterly Report on Form 10-Q, other than statements of historical fact, are
forward-looking statements. The words “anticipate,” “believe,” “estimate,” “expect,” “intend,” “may,” “plan,” “will,” “would,’
“guidance,” “potential,” “continue,” “project,” “forecast,” “confident,” “prospects” and similar expressions typically are used t
identify forward-looking statements. Forward-looking statements are based on the then-current expectations, beliefs,
assumptions, estimates and forecasts about our business and the industry and markets in which we operate. These
statements are not guarantees of future performance and are subject to risks and uncertainties, which are difficult to
predict. Therefore, actual outcomes and results may differ materially from those expressed or implied by these
forward-looking statements due to a number of factors, including changes in business relationships with and purchases
by or from major customers or suppliers; delays or cancellations in shipments; demand for and market acceptance of
new and existing products; our inability to integrate acquired businesses into our operations, realize planned synergies
and operate such businesses profitably in accordance with our expectations; our inability to effectively execute our
restructuring plans and programs; our inability to realize anticipated savings from restructuring plans and programs;
the impact of healthcare reform legislation and proposals to amend the legislation; changes in Medicare, Medicaid and
third party coverage and reimbursements; competitive market conditions and resulting effects on revenues and
pricing; increases in raw material costs that cannot be recovered in product pricing; global economic factors, including
currency exchange rates, interest rates, sovereign debt issues and the impact of the United Kingdom’s vote to leave the
European Union; difficulties entering new markets; and general economic conditions. For a further discussion of the
risks relating to our business, see Item 1A, "Risk Factors," in our Annual Report on Form 10-K for the year ended
December 31, 2017. We expressly disclaim any obligation to update these forward-looking statements, except as
otherwise specifically stated by us or as required by law or regulation.

Overview

Teleflex is a global provider of medical technology products that enhance clinical benefits, improve patient and
provider safety and reduce total procedural costs. We primarily design, develop, manufacture and supply single-use
medical devices used by hospitals and healthcare providers for common diagnostic and therapeutic procedures in
critical care and surgical applications. We market and sell our products worldwide through a combination of our direct
sales force and distributors. Because our products are used in numerous markets and for a variety of procedures, we
are not dependent upon any one end-market or procedure. We are focused on achieving consistent, sustainable and
profitable growth by increasing our market share and improving our operating efficiencies.

EEINT3 EEINT3 LR T3

EEINT3 29 ¢

We evaluate our portfolio of products and businesses on an ongoing basis to ensure alignment with our overall
objectives. Based on our evaluation, we may identify opportunities to divest businesses and product lines that do not
meet our objectives. In addition, we seek to optimize utilization of our facilities through restructuring initiatives
designed to further improve our cost structure and enhance our competitive position. We also may continue to explore
opportunities to expand the size of our business and improve operating margins through a combination of acquisitions
and distributor to direct sales conversions, which generally involve our elimination of a distributor from the sales
channel, either by acquiring the distributor or terminating the distributor relationship (in some instances, the
conversions involve our acquisition or termination of a master distributor and the continued sale of our products
through sub-distributors or through new distributors). Distributor to direct conversions are designed to facilitate
improved product pricing and more direct access to the end users of our products within the sales channel.

On June 21, 2018, we acquired certain assets of QT Vascular LTD ("QT Vascular"), a medical device company that
developed and marketed coronary balloon catheters, which complement our interventional product portfolio. The
consideration transferred for the assets was $20.6 million.

On May 1, 2018, we initiated a restructuring plan involving the relocation of certain manufacturing operations to an
existing lower-cost location, the outsourcing of certain distribution operations and related workforce reductions (the
"2018 Footprint realignment plan"). See "Result of Operations - Restructuring charges" below and Note 5 to the
condensed consolidated financial statements included in this report for additional information.
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On October 2, 2017, we acquired NeoTract, Inc. ("NeoTract"), a medical device company that developed and
commercialized the UroLift System, a minimally invasive medical device for treating lower urinary tract symptoms
due to benign prostatic hyperplasia, or BPH. We made initial payments of $725.6 million in cash less a favorable
working capital adjustment of $1.4 million. Additionally, the estimated fair value of contingent consideration related
to NeoTract sales-based milestones as of July 1, 2018 was $227.7 million. The contingent consideration liability
represents the estimated fair value of our obligations, under the acquisition agreement, to make payments of up to
$375 million in the
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aggregate, of which $75 million was paid ($64.2 million of which was paid during the second quarter 2018 and $10.8
million of which was paid during the first week of the third quarter 2018), if specified net sales goals through the end
of 2020 are achieved.
On February 17, 2017, we acquired Vascular Solutions, Inc. (“Vascular Solutions”), a medical device company that
developed and marketed clinical products for use in minimally invasive coronary and peripheral vascular procedures,
for an aggregate purchase price of $975.5 million.
During 2017 we also completed acquisitions related to our anesthesia and respiratory product portfolios and
distributor to direct sales conversions. The total fair value of the consideration related to these acquisitions was $80.1
million.
See Note 4 to the condensed consolidated financial statements included in this report for additional information.
Change in Reportable Segments
Following our acquisition of Vascular Solutions, we commenced an integration program under which we are
combining Vascular Solutions' businesses with some of our legacy businesses. As a result, effective during the fourth
quarter of 2017, we realigned our operating segments. The changes to the operating segments were also made to
reflect the manner in which our chief operating decision maker assesses business performance and allocates resources.
We now have the following seven reportable segments: Vascular North America, Interventional North America,
Anesthesia North America, Surgical North America, Europe, Middle East and Africa ("EMEA"), Asia and Original
Equipment and Development Services ("OEM"). In connection with the presentation of segment information, we will
continue to present certain segments, which currently include our Interventional Urology North America, Respiratory
North America and Latin America operating segments, in the “all other” category because they are not material for
separate disclosure. All prior comparative periods presented have been restated to reflect these changes.
Results of Operations
As used in this discussion, "new products" are products for which commercial sales have commenced within the past
36 months, and “existing products” are products for which commercial sales commenced more than 36 months ago.
Discussion of results of operations items that reference the effect of one or more acquired businesses (except as noted
below with respect to acquired distributors) generally reflects the impact of the acquisitions within the first 12 months
following the date of the acquisition. In addition to increases and decreases in the per unit selling prices of our
products to our customers, our discussion of the impact of product price increases and decreases also reflects, for the
first 12 months following the acquisition or termination of a distributor, the impact on the pricing of our products
resulting from the elimination of the distributor from the sales channel.
Certain financial information is presented on a rounded basis, which may cause minor differences.
Net Revenues

EE?;MOH&IS Six Months Ended

July 1, July 2, July 1, July 2,

2018 2017 2018 2017

(Dollars in (Dollars in

millions) millions)
Net Revenues $609.9 $528.6 $1,197.1 $1,016.5
Net revenues for the three months ended July 1, 2018 increased $81.3 million, or 15.4%, compared to the prior year
period. The increase is primarily attributable to net revenues of $47.8 million generated by acquired businesses, $14.0
million in favorable fluctuations in foreign currency exchange rates and, to a lesser extent, an increase in new product
sales.
Net revenues for the six months ended July 1, 2018 increased $180.6 million, or 17.8%, compared to the prior year
period. The increase is primarily attributable to net revenues of $113.4 million generated by acquired businesses,
$38.5 million in favorable fluctuations in foreign currency exchange rates and to a lesser extent, an increase in new
product sales.
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Gross profit
Three Months .
Ended Six Months Ended
July 1,  July2, Julyl, July2,
2018 2017 2018 2017

(Dollars in (Dollars in
millions) millions)
Gross profit $344.8  $290.3 $676.0 $545.8

Percentage of sales 56.5 % 54.9 % 56.5 % 5377 %

Gross margin for the three months ended July 1, 2018 increased 160 basis points, or 2.9%, compared to the prior year
period. The increase in gross margin reflects the favorable impact of gross profit generated by NeoTract, as well as the
impact of favorable manufacturing costs including the benefit from cost improvement initiatives such as the 2016 and
2014 Footprint realignment restructuring plans.

Gross margin for the six months ended July 1, 2018 increased 280 basis points, or 5.2%, compared to the prior year
period. The increase in gross margin reflects the favorable impact of gross profit generated by acquired businesses,
mainly NeoTract and Vascular Solutions, the impact of favorable manufacturing costs including the benefit from cost
improvement initiatives such as the 2016 and 2014 Footprint realignment plans and the impact of favorable
fluctuations in foreign currency exchange rates. The increase in gross margin also reflects the adverse impact on gross
margin for the six months ended July 2, 2017 of the step-up in the carrying value of inventory recognized in
connection with the Vascular Solutions acquisition.

Selling, general and administrative
Three Months .
Ended Six Months Ended
July 1,  July2, Julyl, July2,
2018 2017 2018 2017

(Dollars in (Dollars in
millions) millions)
Selling, general and administrative $229.9  $158.9 $4453 $322.9
Percentage of sales 377 % 301 % 372 % 31.8 %

Selling, general and administrative expenses for the three months ended July 1, 2018 increased $71.0 million
compared to the prior year period. The increase is primarily attributable to $32.7 million in operating expenses
incurred by our NeoTract business (which we acquired in October 2017) and a $25.4 million increase in contingent
consideration expense resulting from a change in the estimated fair value of our contingent consideration liabilities.
Selling, general and administrative expenses for the six months ended July 1, 2018 increased $122.4 million compared
to the prior year period. The increase is primarily attributable to $72.1 million in operating expenses incurred by
acquired businesses, primarily NeoTract, and a $34.9 million increase in contingent consideration expense resulting
from a change in the estimated fair value of our contingent consideration liabilities. These increases were partially
offset by a $8.4 million decrease in transaction and other nonrecurring expenses; in 2017, we incurred transaction and
other nonrecurring expenses in connection with several acquisitions, principally including Vascular Solutions.
Research and development

Three Months  Six Months

Ended Ended

July 1, July 2, July1, July?2,

2018 2017 2018 2017

(Dollars in (Dollars in

millions) millions)
Research and development $26.0  $20.3  $52.0 $38.1
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Percentage of sales 44 % 38 %43 % 37T %

The increase in research and development expenses for the three and six months ended July 1, 2018 compared to the
prior year period is primarily attributable to expenses incurred in connection with our anesthesia and interventional
urology product portfolios.
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Restructuring and impairment charges

Three

Months

Ended

July July July July

1, 2, 1, 2,

2018 2017 2018 2017

(Dollars in  (Dollars in

millions) millions)
Restructuring and impairment charges $55.4 $0.9 $58.4 $13.8
For the three and six months ended July 1, 2018, we recorded $55.4 million and $58.4 million in restructuring and
impairment charges, which primarily related to employee termination benefits under the 2018 Footprint realignment
plan.
For the three months ended July 2, 2017, we recorded $0.9 million in restructuring charges, which primarily related to
employee termination benefits.
For the six months ended July 2, 2017, we recorded $13.8 million in restructuring charges. The charges primarily
related to termination benefits associated with the 2017 EMEA restructuring program and the 2017 Vascular Solutions
integration program of $6.5 million and $4.9 million, respectively.
2018 Footprint realignment plan
On May 1, 2018, we initiated a restructuring plan involving the relocation of certain European manufacturing
operations to an existing lower-cost location, the outsourcing of certain European distribution operations and related
workforce reductions (the ‘2018 Footprint realignment plan"). These actions commenced in the second quarter 2018
and are expected to be substantially completed by the end of 2024.
We estimate that we will incur aggregate pre-tax restructuring and restructuring related charges in connection with the
2018 Footprint realignment plan of $102 million to $133 million, of which, we expect $55 million to $72 million to be
incurred in 2018 and most of the balance to be incurred prior to the end of 2024. We estimate that $99 million to $127
million of these charges will result in future cash outlays, of which we expect $6 million to $8 million to be made in
2018 and most of the balance to be made by the end of 2024. Additionally, we expect to incur $19 million to $23
million in aggregate capital expenditures under the plan, of which we expect up to $1 million to be incurred during
2018 and most of the balance to be incurred by the end of 2021.
We expect to begin realizing plan-related savings in 2018 and expect to achieve annual pre-tax savings of $25 million
to $30 million once the plan is fully implemented.
Anticipated charges and pre-tax savings related to restructuring programs and other similar cost savings initiatives
In addition to the 2018 Footprint realignment plan, we have ongoing restructuring programs related to (i) the
integration of Vascular Solutions into Teleflex; (ii) the centralization of certain administrative functions in our EMEA
segment; (iii) the consolidation of our manufacturing operations (referred to as our 2016 and 2014 Footprint
realignment plans); and (iv) other restructuring programs designed to improve operating efficiencies and reduce costs.
See Note 5 to the condensed consolidated financial statements included in this report. We also have similar ongoing
activities to relocate certain manufacturing operations within our OEM segment ("the OEM initiative") that do not
meet the criteria for a restructuring program under applicable accounting guidance, but the activities will result in cost
savings (we expect only minimal costs to be incurred). With respect to our restructuring programs and the OEM
initiative, the table below summarizes (1) the estimated total restructuring and restructuring related charges and
estimated annual pre-tax savings (including pre-tax savings related to the OEM initiative) once the programs are
completed; (2) the restructuring and restructuring related charges incurred and estimated pre-tax savings realized
through December 31, 2017; and (3) the restructuring and restructuring related charges expected to be incurred and
estimated incremental pre-tax savings (including pre-tax savings related to the OEM initiative) estimated to be
realized for these programs from January 1, 2018 through the anticipated completion dates.

Six Months
Ended
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Estimated charges and pre-tax savings are subject to change based on, among other things, the nature and timing of
restructuring and similar activities, changes in the scope of restructuring plans and programs and the OEM initiative
unanticipated expenditures and other developments, the effect of additional acquisitions or dispositions and other
factors that were not reflected in the assumptions made by management in previously estimating restructuring and
restructuring related charges and estimated pre-tax savings. Moreover, estimated pre-tax savings relating to

35

>

59



Edgar Filing: TELEFLEX INC - Form 10-Q

programs involving the integration of acquired businesses are particularly difficult to forecast because the estimate of
pre-tax savings, to a considerable extent, involves assumptions regarding operation of businesses during periods when
those businesses were not administered by our management. It is likely that estimates of charges and pre-tax savings
will change from time to time, and the table below reflects changes from amounts previously estimated. In addition,
the table below does not include estimated charges and pre-tax savings related to completed programs. Estimated
charges expected to be incurred in connection with the restructuring programs are described in more detail in Note 5
to the condensed consolidated financial statements included in this report.

Ongoing restructuring programs and other similar cost savings initiatives

. Through Estimated Remaining from January 1, 2018
Estimated
Total December 31, through
2017 December 31, 2024
(Dollars in millions)
Restructuring charges $109 - $126  $42 $67 - $84
Restructuring related charges 102 - 125 44 53-381
2
Total charges $211-$251  $86 $125 - $165
OEM initiative pre-tax savings $6 - $7 $— $6 - $7
Pre-tax savings 3 $105-$121  $45 $60 - $76
Total pre-tax savings $111-8$128 $45 $66 - $83

Includes estimated financial information related to the 2018 Footprint realignment plan, which was initiated during
the second quarter 2018 and is described in more detail above.
Restructuring related charges principally constitute pre-tax charges related to accelerated depreciation and other
costs directly related to the plan, primarily consisting of costs to transfer manufacturing operations to the new
(2)location and project management costs, as well as a charge associated with our exit from facilities that is expected
to be imposed by the taxing authority in the affected jurisdiction. Most of these charges (other than the tax charge)
are expected to be recognized in costs of goods sold.
Approximately 65% of the pre-tax savings are expected to result in reductions to cost of goods sold. As previously
disclosed, during 2016, in connection with our execution of the 2014 Footprint realignment plan, we implemented
changes to medication delivery devices included in certain of our kits, which are expected to result in increased
product costs (and therefore reduce the annual savings we anticipated at the inception of the plan). However, we
also expect to achieve improved pricing on these kits that will offset the increased product costs. The improved
pricing is expected to result in estimated annual increased revenues of $5 million to $6 million, which is not
(3)reflected in the table above. We realized a $1.0 million benefit resulting from this incremental pricing in 2017.
Moreover, during the fourth quarter of 2017, we entered into an agreement with an alternate provider for the
development and supply of a component to be included in certain kits sold by our Vascular North America and
Anesthesia North America operating segments. The agreement will result in increased development costs, but is
expected to reduce the cost of the component supply, once the supply becomes commercially available, as
compared to the cost incurred with respect to our current suppliers. Therefore, we anticipate a net savings from the
agreement, which is reflected in the table above.
While pre-tax savings address anticipated cost savings to be realized with respect to our historical expense items,
they also reflect anticipated efficiencies to be realized with respect to increased costs that otherwise would have
resulted from our acquisition of Vascular Solutions and Pyng Medical Corp. ("Pyng"), which we acquired in 2017.
In this regard, the pre-tax savings are expected to result from the elimination of redundancies between our
operations and Vascular Solutions’ and Pyng's operations, principally through the elimination of personnel
redundancies.
Interest expense
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Three Months Six Months
Ended Ended

July 1, July 2, July1, July?2,
2018 2017 2018 2017

(Dollars in (Dollars in
millions) millions)
Interest expense $26.6 $19.9 $52.6 $37.6

Average interest rate on debt 4.4 % 3.5 % 43 % 35 %

The increase in interest expense for the three and six months ended July 1, 2018 compared to the prior year period was
primarily due to an increase in average debt outstanding resulting from additional borrowings under our principal
credit facility, as well as the November 2017 issuance of our 4.625% Senior Notes due 2027 ("2027 Notes"). The
increase in interest expense was also the result of a higher average interest rate on our debt.
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Taxes on income from continuing operations
Three Months  Six Months
Ended Ended

July 1, July 2, July 1, ;uly
2018 2017 2018 2017

Effective income tax rate 136.3% 13.4% 23.2% 7.4%

The Tax Cuts and Jobs Act (the “TCJA”) was enacted on December 22, 2017. The legislation significantly changes U.S.
tax law by, among other things, permanently reducing corporate income tax rates from a maximum of 35% to 21%,
effective January 1, 2018; implementing a territorial tax system, by generally providing for, among other things, a
dividends received deduction on the foreign source portion of dividends received from a foreign corporation if

specified conditions are met; and imposing a one-time repatriation tax on undistributed post-1986 foreign subsidiary
earnings and profits, which are deemed repatriated for purposes of the tax. In addition, the TCJA imposes two new

U.S. tax base erosion provisions: (1) the global intangible low-taxed income ("GILTI") provisions and (2) the base
erosion and anti-abuse tax ("BEAT") provisions, which are explained in more detail in Note 13 to the consolidated
financial statements included in our Annual Report on Form 10-K for the year ended December 31, 2017.

In accordance with the applicable provisions of SEC Staff Accounting Bulletin No. 118, we included in our
consolidated financial statements as of December 31, 2017 provisional amounts reflecting the tax impact related to
deemed repatriated earnings and the revaluation of deferred tax assets and liabilities. Once our accounting for the
income tax effects of the TCJA is complete, the amounts with respect to the income tax effects of the TCJA may
differ from the provisional amounts, possibly materially, due to, among other things, additional analysis, changes in
interpretations and assumptions we have made, additional regulatory guidance that may be issued, and actions we may
take as a result of the TCJA.

The effective income tax rate for the three and six months ended July 1, 2018 was 136.3% and 23.2%, respectively,
and 13.4% and 7.4% for the three and six months ended July 2, 2017, respectively. The effective income tax rate for
the three and six months ended July 1, 2018 as compared to the prior year periods reflect non-deductible termination
benefits and other costs incurred in connection with the 2018 Footprint realignment plan and a non-deductible
contingent consideration expense recognized in connection with an increase in the fair value of the NeoTract
contingent consideration liability. In addition, the effective tax rate for the three and six months ended July 1, 2018
includes the benefit of a lower U.S. corporate tax rate of 21.0% resulting from the enactment of the TCJA, partially
offset by a tax cost associated with GILTI and other TCJA related changes. The effective tax rate for the six months
ended July 2, 2017 reflects a tax benefit associated with costs incurred in connection with the Vascular Solutions
acquisition.
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Segment Financial Information

Vascular North America

Interventional North America 65.0

Anesthesia North America
Surgical North America
EMEA

Asia

OEM

All other

Net revenues

Vascular North America

Interventional North America 16.5

Anesthesia North America
Surgical North America
EMEA

Asia

OEM

All other

Segment operating profit (1)

Three Months Ended
July 1, July 2, Z(icrease/
2018 2017
(Decrease)

(Dollars in
millions)
$80.1 $78.8 1.6

583 113
50.5 49.1 29
40.7 447 (9.0 )
153.4 138.5 10.8
72.4 66.0 9.7
52.6 45.1 16.5
95.2 48.1  98.0

$609.9 $528.6 15.4

Three Months Ended
July 1, July 2, Z(icrease/
2018 2017
(Decrease)

(Dollars in
millions)
$24.6 $185 334

8.7 87.3
14.7 20.1  (26.6 )
17.1 173 (1.3 )
26.5 23.6 125
20.8 189 95
13.6 10.3  31.1
256 ) 9.0 (3839 )

$108.2 $1264 (145 )

Six Months Ended
July 1, July 2,
2018 2017
(Dollars in
millions)

$163.1 $157.8
125.2 98.2
101.1 97.3
81.4 90.7
313.3 272.0
130.6 116.2
98.4 88.5
184.0 95.8
$1,197.1 $1,016.5
Six Months Ended
July 1, July 2,
2018 2017
(Dollars in
millions)

$49.3 $36.8
30.6 0.7
32.0 334
31.8 33.7
58.3 449
34.2 29.8
22.6 19.5
(376 ) 183
$221.2  $217.1

%
Increase/
(Decrease)

34

27.3

39

(10.2 )
15.2

12.5

11.3

92.1

17.8

%
Increase/
(Decrease)

34.1
3,826.9
3.9 )
5.5 )
29.8

14.4

16.0
304.8 )
1.9

See Note 14 to our condensed consolidated financial statements included in this report for a reconciliation of
(1) segment operating profit to our condensed consolidated income from continuing operations before interest, loss on
extinguishment of debt and taxes.
Comparison of the three and six months ended July 1, 2018 and July 2, 2017

Vascular North America

Vascular North America net revenues for the three months ended July 1, 2018 increased $1.3 million, or 1.6%,
compared to the prior year period. The increase is primarily attributable to a $1.5 million increase in new product sales
and, to a lesser extent, price increases partially offset by a $1.0 million decrease in sales volumes of existing products
despite an incremental shipping day during the second quarter 2018.
Vascular North America net revenues for the six months ended July 1, 2018 increased $5.3 million, or 3.4%,
compared to the prior year period. The increase is primarily attributable to a $3.1 million increase in new product sales
and $1.5 million of price increases.
Vascular North America operating profit for the three months ended July 1, 2018 increased $6.1 million, or 33.4%,
compared to the prior year period. The increase is primarily attributable to lower selling and administrative expenses
and an increase in gross profit as a result of lower manufacturing costs.
Vascular North America operating profit for the six months ended July 1, 2018 increased $12.5 million, or 34.1%,
compared to the prior year period. The increase is primarily attributable to an increase in gross profit resulting from
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lower manufacturing costs and increased new product sales, as well as lower selling and administrative expenses.
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Interventional North America

Interventional North America net revenues for the three months ended July 1, 2018 increased $6.7 million, or 11.3%,
compared to the prior year period. The increase is primarily attributable to a $3.7 million increase in sales volumes of
existing products and a $2.5 million increase in new product sales.

Interventional North America net revenues for the six months ended July 1, 2018 increased $27.0 million, or 27.3%,
compared to the prior year period. The increase is primarily attributable to net revenues of $18.8 million generated by
Vascular Solutions and, to a lesser extent, an increase in new product sales.

Interventional North America operating profit for the three months ended July 1, 2018 increased $7.8 million, or
87.3%, compared to the prior year period. The increase is primarily attributable to an increase in gross profit resulting
from increases in sales volumes of existing products and new product sales. The increase in gross profit also reflects
the adverse effect on prior year period gross profit of the step-up in carrying value of inventory recognized in
connection with the Vascular Solutions acquisition.

Interventional North America operating profit for the six months ended July 1, 2018 increased $29.9 million, or
3,826.9%, compared to the prior year period. The increase is primarily attributable to operating profit generated by
Vascular Solutions. The increase in gross profit also reflects the adverse effect on prior year period gross profit of
transaction and other expenses, as well as the step-up in carrying value of inventory, recognized in connection with
the Vascular Solutions acquisition.

Anesthesia North America

Anesthesia North America net revenues for the three months ended July 1, 2018 increased $1.4 million, or 2.9%,
compared to the prior year period. The increase in net revenues is primarily attributable to a $1.4 million increase in
new product sales and a $1.1 million increase in sales volumes of existing products driven by an incremental shipping
day in the second quarter 2018 partially offset by $1.2 million of price decreases.

Anesthesia North America net revenues for the six months ended July 1, 2018 increased $3.8 million, or 3.9%,
compared to the prior year period. The increase is primarily attributable to a $2.7 million increase in new product sales
and a $1.9 million increase in sales volumes of existing products partially offset by $1.9 million of price decreases.
Anesthesia North America operating profit for the three months ended July 1, 2018 decreased $5.4 million, or 26.6%,
compared to the prior year period. The prior year period operating profit reflects a favorable ruling in a lawsuit
involving an insurance provider, which resulted in a $6.4 million gain recognized in the prior year period.

Anesthesia North America operating profit for the six months ended July 1, 2018 decreased $1.4 million, or 3.9%,
compared to the prior year period. The prior year period operating profit reflects a favorable ruling in a lawsuit
involving an insurance provider, which resulted in a $6.4 million gain. The decrease in the 2018 period was partially
offset by an increase in gross profit resulting from favorable mix.

Surgical North America

Surgical North America net revenues for the three and six months ended July 1, 2018 decreased $4.0 million or 9.0%,
and $9.3 million, or 10.2%, respectively, compared to the corresponding prior year periods. The decreases are
primarily attributable to decreases in sales volumes of existing products.

Surgical North America operating profit for the three and six months ended July 1, 2018 decreased $0.2 million, or
1.3% and $1.9 million, or 5.5%, respectively, compared to the prior year periods. The decreases were primarily
attributable to decreases in gross profit resulting from decreased sales volumes of existing products and unfavorable
fluctuations in foreign currency exchange rates partially offset by favorable mix. Additionally, the decreases in
operating profit were partially offset by lower operating expenses including a benefit resulting from a reduction in a
contingent consideration liability.

EMEA

EMEA net revenues for the three months ended July 1, 2018 increased $14.9 million, or 10.8%, compared to the prior
year period. The increase is primarily attributable to $10.7 million in favorable fluctuations in foreign currency
exchange rates and price increases of $4.8 million partially offset by a decrease in sales volumes of existing products.
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EMEA net revenues for the six months ended July 1, 2018 increased $41.3 million, or 15.2%, compared to the prior
year period. The increase is primarily attributable to favorable fluctuations in foreign currency exchange rates of $30.0
million and price increases.

EMEA operating profit for the three months ended July 1, 2018 increased $2.9 million, or 12.5%, compared to the
prior year period. The increase is primarily attributable to an increase in gross profit driven by favorable fluctuations
in foreign currency exchange rates and price increases partially offset by higher operating expenses.

EMEA operating profit for the six months ended July 1, 2018 increased $13.4 million, or 29.8%, compared to the
prior year period. The increase is primarily attributable to an increase in gross profit resulting from favorable
fluctuations in foreign currency exchange rates and price increases partially offset by higher operating expenses
including selling and amortization expenses.

Asia

Asia net revenues for the three months ended July 1, 2018 increased $6.4 million, or 9.7%, compared to the prior year
period. The increase is primarily attributable to $2.4 million in favorable fluctuations in foreign currency exchange
rates a $1.9 million increase in sales volumes of existing products and a $1.8 million increase in new product sales.
Asia net revenues for the six months ended July 1, 2018 increased $14.4 million, or 12.5%, compared to the prior year
period. The increase is primarily attributable to $5.6 million in favorable fluctuations in foreign currency exchange
rates, a $4.5 million increase in sales volumes of existing products and net revenues generated by acquired businesses.
Asia operating profit for the three months ended July 1, 2018 increased $1.9 million, or 9.5%, compared to the prior
year period. The increase was primarily attributable to an increase in gross profit resulting from favorable fluctuations
in foreign currency exchange rates partially offset by higher general and administrative expenses.

Asia operating profit for the six months ended July 1, 2018 increased $4.4 million, or 14.4%, compared to the prior
year period. The increase was primarily attributable to an increase in gross profit resulting from favorable fluctuations
in foreign currency exchange rates partially offset by higher selling, marketing and administrative expenses.

OEM

OEM net revenues for the three months ended July 1, 2018 increased $7.5 million, or 16.5%, compared to the prior
year period. The increase is primarily attributable to an increase in sales volumes of existing products of $6.9 million.
OEM net revenues for the six months ended July 1, 2018 increased $9.9 million, or 11.3%, compared to the prior year
period. The increase is primarily attributable to an $8.5 million increase in sales volumes of existing products and
favorable fluctuations in foreign currency exchange rates.

OEM operating profit for the three months ended July 1, 2018 increased $3.3 million, or 31.1%, compared to the prior
year period. The increase is primarily attributable to an increase in gross profit resulting from higher sales volumes
partially offset by higher manufacturing costs.

OEM operating profit for the six months ended July 1, 2018 increased $3.1 million, or 16.0%, compared to the prior
year period. The increase is primarily attributable to lower general and administrative expenses and an increase in
gross profit. The increase in gross profit is driven by higher sales volumes partially offset by higher manufacturing
costs.

All Other

Net revenues for our other operating segments increased $47.1 million, or 98.0% and $88.2 million, or 92.1%, for the
three and six months ended July 1, 2018, respectively, compared to the prior year periods. The increases are primarily
attributable to net revenues generated by NeoTract.

Operating profit for our other operating segments decreased $34.6 million or 383.9% and $55.9 million, or 304.8% for
the three and six months ended July 1, 2018, respectively, compared to the corresponding prior year periods. The
decreases are primarily attributable to an increase in contingent consideration liabilities and operating expenses
associated with NeoTract.
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Liquidity and Capital Resources

We believe our cash flow from operations, available cash and cash equivalents, and borrowings under our revolving
credit facility will enable us to fund our operating requirements, capital expenditures and debt obligations for the next
12 months and the foreseeable future. We have net cash provided by United States based operating activities as well
as non-United States sources of cash available to help fund our debt service requirements in the United States. We
manage our worldwide cash requirements by monitoring the funds available among our subsidiaries and determining
the extent to which we can access those funds on a cost effective basis.

The TCJA significantly changed U.S. tax law by, among other things, imposing a one-time repatriation tax on
undistributed post-1986 earnings and profits of foreign subsidiaries. Previously, we were not taxed in the U.S. on
certain foreign earnings unless and until they were repatriated to the U.S. Under the TCJA, we will have to pay $154.0
million over eight years for the deemed repatriation of these foreign earnings, regardless of whether such earnings are
actually repatriated. As a result of the repatriation tax provisions of the TCJA, we anticipate that, generally, we will be
able to access cash located at our foreign subsidiaries without incurring any additional U.S. federal income tax
liabilities. We are not aware of any other restrictions on repatriation of these funds and, subject to cash payment of
additional foreign withholding taxes, these funds could be repatriated, if necessary.

To date, we have not experienced significant payment defaults by our customers, and we have sufficient lending
commitments in place to enable us to fund our anticipated additional operating needs. However, although there have
been recent improvements in certain countries, global financial markets remain volatile and the global credit markets
are constrained, which creates a risk that our customers and suppliers may be unable to access liquidity. Consequently,
we continue to monitor our credit risk, particularly with respect to customers in Greece, Italy, Portugal and Spain, and
consider other mitigation strategies. As of July 1, 2018 and December 31, 2017, our net trade accounts receivable
from publicly funded hospitals in Italy, Spain, Portugal and Greece were $26.4 million and $24.7 million,
respectively. As of July 1, 2018 and December 31, 2017, our net trade accounts receivable from customers in these
countries were approximately 15.0%, of our consolidated net trade accounts receivable. For the six months ended
July 1, 2018 and July 2, 2017, net revenues from customers in these countries were 6.3% of total net revenues, and
average days that current and long-term trade accounts receivable were outstanding were 150 days and 162 days,
respectively. If economic conditions in these countries deteriorate, we may experience significant credit losses related
to the public hospital systems in these countries. Moreover, if global economic conditions generally deteriorate, we
may experience further delays in customer payments, reductions in our customers’ purchases and higher credit losses,
which could have a material adverse effect on our results of operations and cash flows in 2018 and future years.

Cash Flows

Cash flows from operating activities from continuing operations provided net cash of approximately $181.6 million
for the six months ended July 1, 2018 as compared to $197.7 million for the six months ended July 2, 2017. The $16.1
million decrease is attributable to the net unfavorable impact of changes in working capital partially offset by
favorable operating results. The net unfavorable impact from changes in working capital were due to a net decrease in
income taxes payable and a net increase in accounts receivable which were partially offset by an increase in accounts
payable, accrued expenses and other liabilities.

The decrease in incomes taxes payable for the six months ended July 1, 2018 was $29.7 million compared to a
decrease of $6.0 million for six months ended July 2, 2017. The decrease in income taxes payable was the result of
higher payments in the first half of 2018 as compared to the same period in 2017. The increase in accounts receivable
for the six months ended July 1, 2018 was $15.9 million compared to a decrease of $5.1 million for six months ended
July 2, 2017. The net increase in accounts receivable is attributable to higher net revenues in the first half of 2018. In
addition, in the first quarter of 2017, we sold $16.0 million of outstanding receivables related to sales of our products
to public hospitals in Italy. The increase in accounts payable, accrued expenses and other liabilities for the six months
ended July 1, 2018 was $38.1 million compared to an increase of $6.5 million for six months ended July 2, 2017. The
increase is attributable to increased restructuring activity primarily related to the 2018 Footprint realignment plan.
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Net cash used in investing activities from continuing operations was $60.5 million for the six months ended July 1,
2018, which includes a cash outflow for capital expenditures of $38.0 million and acquisition payments of $22.5
million principally related to our acquisition of assets from QT Vascular.

Net cash used in financing activities from continuing operations was $102.4 million for the six months ended July 1,
2018, which includes contingent consideration payments of $62.6 million, dividend payments of $30.9 million
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and borrowing repayments of $18.5 million, partially offset by proceeds from share based compensation and related
tax benefits of $9.8 million.

Borrowings

The credit agreement relating to our revolving credit facility and a term loan used to fund a portion of the
consideration we paid to acquire Vascular Solutions (the “Credit Agreement”) and the indentures under which we issued
our 5.25% Senior Notes due 2024 (the “2024 Notes™) and 4.875% Senior Notes due 2026 (the "2026 Notes") contain
covenants that, among other things, limit or restrict our ability, and the ability of our subsidiaries, to incur additional
debt or issue preferred stock or other disqualified stock; create liens; pay dividends, make investments or make other
restricted payments; sell assets; merge, consolidate, sell or otherwise dispose of all or substantially all of our assets; or
enter into transactions with our affiliates. The indenture with respect to our 2027 Notes contains covenants that,
among other things, limit or restrict our ability, and the ability of our subsidiaries, to create liens; consolidate, merge
or dispose of certain assets; and enter into sale leaseback transactions. Additionally, the Credit Agreement contains
financial covenants that require us to maintain a consolidated total leverage ratio (generally, Consolidated Total
Funded Indebtedness, as defined in the Credit Agreement, on the date of determination to Consolidated EBITDA, as
defined in the Credit Agreement, for the four most recent fiscal quarters ending on or preceding the date of
determination) of not more than 4.50 to 1.00, and a consolidated senior secured leverage ratio (generally,
Consolidated Senior Secured Funded Indebtedness, as defined in the Credit Agreement, on the date of determination
to Consolidated EBITDA for the four most recent fiscal quarters ending on or preceding the date of determination) of
not more than 3.50 to 1.00. The Company is further required to maintain a consolidated interest coverage ratio
(generally, Consolidated EBITDA for the four most recent fiscal quarters ending on or preceding the date of
determination to Consolidated Interest Expense, as defined in the Credit Agreement, paid in cash for such period) of
not less than 3.50 to 1.00.

As of July 1, 2018, we were in compliance with these requirements. The obligations under the Credit Agreement, the
2024 Notes, the 2026 Notes and the 2027 Notes are guaranteed (subject to certain exceptions) by substantially all of
our material domestic subsidiaries, and the obligations under the Credit Agreement are (subject to certain exceptions
and limitations) secured by a lien on substantially all of the assets owned by us and each guarantor.

Critical Accounting Estimates

The preparation of consolidated financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates and assumptions.

In our Annual Report on Form 10-K for the year ended December 31, 2017, we provided disclosure regarding our
critical accounting estimates, which are reflective of significant judgments and uncertainties, are important to the
presentation of our financial condition and results of operations and could potentially result in materially different
results under different assumptions and conditions.

New Accounting Standards

See Note 2 to the condensed consolidated financial statements included in this report for a discussion of recently
issued accounting guidance, including estimated effects, if any, of adoption of the guidance on our financial
statements.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

See the information set forth in Part II, Item 7A of the Company’s Annual Report on Form 10-K for the year ended
December 31, 2017.

Item 4. Controls and Procedures

(a) Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated the
effectiveness of our disclosure controls and procedures as of the end of the period covered by this report. Based on
that evaluation, the Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and
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procedures as of the end of the period covered by this report are functioning effectively to provide reasonable
assurance that the information required to be disclosed by us in reports filed under the Securities Exchange Act of
1934 is (i) recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and
forms and
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(ii) accumulated and communicated to our management, including the Chief Executive Officer and Chief Financial
Officer, as appropriate to allow timely decisions regarding disclosure. A controls system cannot provide absolute
assurance that the objectives of the controls system are met, and no evaluation of controls can provide absolute
assurance that all control issues and instances of fraud, if any, within a company have been detected. Management’s
assessment of disclosure controls and procedures excluded consideration of NeoTract’s internal control over financial
reporting. NeoTract was acquired during the fourth quarter of 2017 and the exclusion is consistent with guidance
provided by the staff of the Securities and Exchange Commission that an assessment of a recently acquired business
may be omitted from management’s report on internal control over financial reporting for up to one year from the date
of acquisition, subject to specified conditions. NeoTract's total assets (excluding goodwill and intangible assets) were
$84.6 million as of July 1, 2018; its revenues for the three and six months ended July 1, 2018 were $47.7 million and
$90.0 million, respectively.

(b) Change in Internal Control over Financial Reporting

No change in our internal control over financial reporting occurred during our most recent fiscal quarter that has
materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.
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PART II — OTHER INFORMATION

Item 1. Legal Proceedings

We are party to various lawsuits and claims arising in the normal course of business. These lawsuits and claims
include actions involving product liability and product warranty, commercial disputes, intellectual property, contract,
employment, environmental and other matters. As of July 1, 2018 and December 31, 2017, we have accrued liabilities
of approximately $1.7 million and $3.8 million, respectively, in connection with these matters, representing our best
estimate of the cost within the range of estimated possible loss that will be incurred to resolve these matters. Based on
information currently available, advice of counsel, established reserves and other resources, we do not believe that the
outcome of any outstanding lawsuits or claims is likely to be, individually or in the aggregate, material to our
business, financial condition, results of operations or liquidity. However, in the event of unexpected further
developments, it is possible that the ultimate resolution of these matters, or other similar matters, if unfavorable, may
be materially adverse to our business, financial condition, results of operations or liquidity.

Item 1A. Risk Factors
There have been no significant changes in risk factors for the quarter ended July 1, 2018. See the information set forth

in Part I, Item 1A of the Company’s Annual Report on Form 10-K for the year ended December 31, 2017.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
Not applicable.

Item 3. Defaults Upon Senior Securities
Not applicable.

Item 4. Mine Safety Disclosures
Not applicable.

Item 5. Other Information
Not applicable.
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Item 6. Exhibits
The following exhibits are filed as part of this report:

Certification of Chief Executive Officer, pursuant to Rule 13a—14(a) under the Securities Exchange Act

Certification of Chief Financial Officer. pursuant to Rule 13a—14(a) under the Securities Exchange Act

Certification of Chief Executive Officer. pursuant to 18 U.S.C. Section 1350. as adopted pursuant to

Certification of Chief Financial Officer. pursuant to 18 U.S.C. Section 1350. as adopted pursuant to

The following materials from the Company’s Quarterly Report on Form 10-Q for the quarter ended July
1, 2018, formatted in XBRL (eXtensible Business Reporting Language): (i) the Condensed
Consolidated Statements of Income for the three and six months ended July 1, 2018 and July 2, 2017;
(ii) the Condensed Consolidated Statements of Comprehensive Income for the three and six months

—ended July 1, 2018 and July 2, 2017; (iii) the Condensed Consolidated Balance Sheets as of July 1,

2018 and December 31, 2017; (iv) the Condensed Consolidated Statements of Cash Flows for the six
months ended July 1, 2018 and July 2, 2017; (v) the Condensed Consolidated Statements of Changes in
Equity for the six months ended July 1, 2018; and (vi) Notes to Condensed Consolidated Financial

Exhibit No.  Description
31.1 —of 1934,
312 ~ of 1934,
32.1 — ;
Section 906 of the Sarbanes-Oxley Act of 2002.
32.2 — ;
Section 906 of the Sarbanes-Oxley Act of 2002.
101.1
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.
TELEFLEX INCORPORATED

By: /s/ Liam J. Kelly
Liam J. Kelly
President and Chief Executive Officer
(Principal Executive Officer)

By: /s/ Thomas E. Powell
Thomas E. Powell
Executive Vice President and Chief Financial Officer
(Principal Financial Officer)
Dated: August 2, 2018
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