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PART 1 – FINANCIAL INFORMATION

Item 1 – Financial Statements

KADANT INC.
Condensed Consolidated Balance Sheet

(Unaudited)

  July 1, 
2017

 December 31, 
2016(In thousands, except share amounts)   

Assets     
Current Assets:     

Cash and cash equivalents  $ 85,840  $ 71,487
Restricted cash (Note 1)  2,141  2,082
Accounts receivable, less allowances of $2,490 and $2,395 (Note 1)  68,994  65,963
Inventories (Note 1)  63,390  54,951
Unbilled contract costs and fees  6,421  3,068
Other current assets  14,377  9,799

Total Current Assets  241,163  207,350

Property, Plant, and Equipment, at Cost  130,518  124,424
Less: accumulated depreciation and amortization  80,535  76,720

  49,983  47,704

Other Assets  13,182  11,452
Intangible Assets, Net (Note 1)  51,659  52,730
Goodwill (Note 1)  158,827  151,455

Total Assets  $ 514,814  $ 470,691

Liabilities and Stockholders' Equity     
Current Liabilities:     

Current maturities of long-term obligations (Note 5)  $ 696  $ 643
Accounts payable  28,875  23,929
Customer deposits  29,073  21,168
Accrued payroll and employee benefits  19,010  20,508
Other current liabilities  27,703  22,665

Total Current Liabilities  105,357  88,913

Long-Term Deferred Income Taxes  15,011  14,631
Other Long-Term Liabilities  18,038  17,100
Long-Term Obligations (Note 5)  65,071  65,768
Commitments and Contingencies (Note 12)   

Stockholders' Equity:     
Preferred stock, $.01 par value, 5,000,000 shares authorized; none issued  —  —
Common stock, $.01 par value, 150,000,000 shares authorized; 14,624,159 shares issued  146  146
Capital in excess of par value  100,301  101,405
Retained earnings  333,476  321,050
Treasury stock at cost, 3,619,838 and 3,686,532 shares  (88,701)  (90,335)
Accumulated other comprehensive items (Note 8)  (35,916)  (49,637)

Total Kadant Stockholders' Equity  309,306  282,629
Noncontrolling interest  2,031  1,650

Total Stockholders' Equity  311,337  284,279

Total Liabilities and Stockholders' Equity  $ 514,814  $ 470,691

The accompanying notes are an integral part of these condensed consolidated financial statements.
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KADANT INC.
Condensed Consolidated Statement of Income

(Unaudited)

  Three Months Ended  Six Months Ended
  July 1, 

2017
 July 2, 

2016
 July 1, 

2017
 July 2, 

2016(In thousands, except per share amounts)     
         
Revenues (Note 11)  $ 110,242  $ 111,828  $ 213,099  $ 208,366
         
Costs and Operating Expenses:         

Cost of revenues  57,418  61,567  111,283  114,129
Selling, general, and administrative expenses  39,159  36,072  73,958  68,568
Research and development expenses  2,222  1,945  4,369  3,649
Other income  —  —  —  (317)

  98,799  99,584  189,610  186,029
         
Operating Income  11,443  12,244  23,489  22,337
         
Interest Income  102  66  206  121
Interest Expense  (392)  (340)  (740)  (609)
         
Income Before Provision for Income Taxes  11,153  11,970  22,955  21,849
Provision for Income Taxes (Note 4)  2,955  3,531  5,690  6,419
         
Net Income  8,198  8,439  17,265  15,430
         
Net Income Attributable to Noncontrolling Interest  (102)  (128)  (218)  (243)
         
Net Income Attributable to Kadant  $ 8,096  $ 8,311  $ 17,047  $ 15,187

         
Earnings per Share Attributable to Kadant (Note 3):         

Basic  $ 0.74  $ 0.76  $ 1.55  $ 1.40

Diluted  $ 0.72  $ 0.75  $ 1.52  $ 1.37

         
Weighted Average Shares (Note 3):         

Basic  11,001  10,870  10,976  10,831

Diluted  11,296  11,152  11,250  11,085

         
Cash Dividends Declared per Common Share  $ 0.21  $ 0.19  $ 0.42  $ 0.38

The accompanying notes are an integral part of these condensed consolidated financial statements.
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KADANT INC.
Condensed Consolidated Statement of Comprehensive Income

(Unaudited)

  Three Months Ended  Six Months Ended
  July 1, 

2017
 July 2, 

2016
 July 1, 

2017
 July 2, 

2016(In thousands)     
         
Net Income  $ 8,198  $ 8,439  $ 17,265  $ 15,430
         
Other Comprehensive Items:         

Foreign currency translation adjustment  8,655  (5,194)  13,687  736
Pension and other post-retirement liability adjustments (net of tax

provision (benefit) of $11 and $60 in the three and six months
ended July 1, 2017, respectively, and $77 and $(159) in the three
and six months ended July 2, 2016, respectively)  81  147  163  (271)

Deferred gain (loss) on hedging instruments (net of tax provision
(benefit) of $1 and $16 in the three and six months ended July 1,
2017, respectively, and $(151) and $(223) in the three and six
months ended July 2, 2016, respectively)  7  86  34  (40)

Other Comprehensive Items  8,743  (4,961)  13,884  425
Comprehensive Income  16,941  3,478  31,149  15,855
Comprehensive Income Attributable to Noncontrolling Interest  (219)  (92)  (381)  (266)

Comprehensive Income Attributable to Kadant  $ 16,722  $ 3,386  $ 30,768  $ 15,589

The accompanying notes are an integral part of these condensed consolidated financial statements.
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KADANT INC.
Condensed Consolidated Statement of Cash Flows

(Unaudited)

  Six Months Ended
  July 1, 

2017
 July 2, 

2016(In thousands)   
     
Operating Activities:     

Net income attributable to Kadant  $ 17,047  $ 15,187
Net income attributable to noncontrolling interest  218  243
Net income  17,265  15,430
Adjustments to reconcile net income to net cash provided by operating activities:     

Depreciation and amortization  6,531  7,477
Stock-based compensation expense  2,736  2,596
Provision for losses on accounts receivable  84  320
Loss (gain) on the sale of property, plant, and equipment  30  (350)
Other items, net  2,161  289
Contributions to U.S. pension plan  (540)  (540)
Changes in current assets and liabilities, net of effects of acquisition:     

Accounts receivable  (476)  3,699
Unbilled contract costs and fees  (2,968)  818
Inventories  (6,147)  (2,498)
Other current assets  (2,652)  459
Accounts payable  3,363  172
Other current liabilities  5,989  (8,663)

Net cash provided by operating activities  25,376  19,209
     
Investing Activities:     

Acquisition (Note 1)  (165)  (56,617)
Purchases of property, plant, and equipment  (3,435)  (1,736)
Proceeds from sale of property, plant, and equipment  50  399

Net cash used in investing activities  (3,550)  (57,954)
     
Financing Activities:     

Proceeds from issuance of debt  8,000  46,046
Repayment of debt  (11,235)  (12,250)
Dividends paid  (4,388)  (3,894)
Tax withholding payments related to stock-based compensation  (2,206)  (2,435)
Payment of debt issuance costs (Note 5)  (1,147)  —
Payment of contingent consideration  —  (1,091)
Proceeds from issuance of Company common stock  —  1,374
Change in restricted cash  93  724
Other financing activities  (215)  —

Net cash (used in) provided by financing activities  (11,098)  28,474
     
Exchange Rate Effect on Cash and Cash Equivalents  3,625  (1,048)
     
Increase (Decrease) in Cash and Cash Equivalents  14,353  (11,319)
Cash and Cash Equivalents at Beginning of Period  71,487  65,530

Cash and Cash Equivalents at End of Period  $ 85,840  $ 54,211

See Note 1 for supplemental cash flow information.
The accompanying notes are an integral part of these condensed consolidated financial statements.
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KADANT INC.
Condensed Consolidated Statement of Stockholders' Equity

(Unaudited)

(In thousands, except share amounts)

 
Common

Stock  Capital in
Excess of Par

Value

 
Retained
Earnings

 
Treasury

Stock  
Accumulated

Other
Comprehensive

Items

 
Noncontrolling

Interest

 Total
Stockholders'

Equity Shares  Amount    Shares  Amount    
                   

Balance at January 2, 2016  14,624,159  $ 146  $ 100,536  $ 297,258  3,850,779  $ (94,359)  $ (36,972)  $ 1,336  $ 267,945

                   

  Net income  —  —  —  15,187  —  —  —  243  15,430

                   

  Dividends declared  —  —  —  (4,133)  —  —  —  —  (4,133)

                   

  Activity under stock plans  —  —  (1,491)  —  (123,872)  3,035  —  —  1,544

                   

  Other comprehensive items  —  —  —  —  —  —  402  23  425

                   

Balance at July 2, 2016  14,624,159  $ 146  $ 99,045  $ 308,312  3,726,907  $ (91,324)  $ (36,570)  $ 1,602  $ 281,211

                   

Balance at December 31, 2016  14,624,159  $ 146  $ 101,405  $ 321,050  3,686,532  $ (90,335)  $ (49,637)  $ 1,650  $ 284,279

                   

  Net income  —  —  —  17,047  —  —  —  218  17,265

                   

  Dividends declared  —  —  —  (4,621)  —  —  —  —  (4,621)

                   

  Activity under stock plans  —  —  (1,104)  —  (66,694)  1,634  —  —  530

                   

  Other comprehensive items  —  —  —  —  —  —  13,721  163  13,884

                   

Balance at July 1, 2017  14,624,159  $ 146  $ 100,301  $ 333,476  3,619,838  $ (88,701)  $ (35,916)  $ 2,031  $ 311,337

The accompanying notes are an integral part of these condensed consolidated financial statements.
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KADANT INC.

Notes to Condensed Consolidated Financial Statements
(Unaudited)

1

1.    Nature of Operations and Summary of Significant Accounting Policies

Nature of Operations

Kadant Inc. (collectively, "Kadant," "the Company," or "the Registrant") was incorporated in Delaware in November 1991 and currently trades on the
New York Stock Exchange under the ticker symbol "KAI."

The Company and its subsidiaries' operations include two reportable operating segments, Papermaking Systems and Wood Processing Systems, and a
separate product line, Fiber-based Products.

Through its Papermaking Systems segment, the Company develops, manufactures, and markets a range of equipment and products primarily for the
global papermaking, paper recycling, recycling and waste management, and other process industries. The Company's principal products in this segment include
custom-engineered stock-preparation systems and equipment for the preparation of wastepaper for conversion into recycled paper and balers and related
equipment used in the processing of recyclable and waste materials; fluid-handling systems used primarily in the dryer section of the papermaking process and
during the production of corrugated boxboard, metals, plastics, rubber, textiles, chemicals, and food; doctoring systems and equipment and related consumables
important to the efficient operation of paper machines; and cleaning and filtration systems essential for draining, purifying, and recycling process water and
cleaning paper machine fabrics and rolls.

Through its Wood Processing Systems segment, the Company develops, manufactures, and markets stranders and related equipment used in the
production of oriented strand board (OSB), an engineered wood panel product used primarily in home construction. This segment also sells debarking and wood
chipping equipment used in the forest products and the pulp and paper industries. Through this segment, the Company also provides refurbishment and repair of
pulping equipment for the pulp and paper industry.

Through its Fiber-based Products business, the Company manufactures and sells granules derived from papermaking by-products primarily for use as
agricultural carriers and for home lawn and garden applications, as well as for oil and grease absorption.

Interim Financial Statements

The interim condensed consolidated financial statements and related notes presented have been prepared by the Company, are unaudited, and, in the
opinion of management, reflect all adjustments of a normal recurring nature necessary for a fair statement of the Company's financial position at July 1, 2017 and
its results of operations and comprehensive income for the three- and six-month periods ended July 1, 2017 and July 2, 2016, and its cash flows and stockholders'
equity for the six-month periods ended July 1, 2017 and July 2, 2016. Interim results are not necessarily indicative of results for a full year or for any other
interim period.

The condensed consolidated balance sheet presented as of December 31, 2016 has been derived from the consolidated financial statements contained in
the Company's Annual Report on Form 10-K for the fiscal year ended December 31, 2016. The condensed consolidated financial statements and related notes are
presented as permitted by the Securities and Exchange Commission (SEC) rules and regulations for Form 10-Q and do not contain certain information included in
the annual consolidated financial statements and related notes of the Company. The condensed consolidated financial statements and notes included herein should
be read in conjunction with the consolidated financial statements and related notes included in the Company's Annual Report on Form 10-K for the fiscal year
ended December 31, 2016, filed with the SEC.

Critical Accounting Policies

Critical accounting policies are defined as those that entail significant judgments and estimates, and could potentially result in materially different results
under different assumptions and conditions. The Company believes that the most critical accounting policies upon which its financial position depends, and
which involve the most complex or subjective decisions or assessments, concern revenue recognition and accounts receivable, warranty obligations, income
taxes, the valuation of goodwill and intangible assets, inventories and pension obligations. A discussion of the application of these and other accounting policies
is included in Notes 1 and 3 to the consolidated financial statements in the Company's Annual Report on Form 10-K for the fiscal year ended December 31, 2016.
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KADANT INC.

Notes to Condensed Consolidated Financial Statements
(Unaudited)

1.    Nature of Operations and Summary of Significant Accounting Policies (continued)

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America (GAAP) requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities, 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.

Although the Company makes every effort to ensure the accuracy of the estimates and assumptions used in the preparation of its condensed consolidated
financial statements or in the application of accounting policies, if business conditions were different, or if the Company were to use different estimates and
assumptions, it is possible that materially different amounts could be reported in the Company's condensed consolidated financial statements.

Supplemental Cash Flow Information

The Company paid additional post-closing consideration of $165,000 in the first quarter of 2017 associated with the April 2016 acquisition of RT
Holding GmbH, the parent corporation of a group of companies known as the PAALGROUP (PAAL).

  Six Months Ended

(In thousands)  
July 1, 
2017  

July 2, 
2016

Non-Cash Investing Activities:     
Fair value of assets acquired  $ —  $ 86,555
Cash paid for acquired business  —  (58,894)

Liabilities assumed of acquired business  $ —  $ 27,661

Non-Cash Financing Activities:     
Issuance of Company common stock  $ 2,814  $ 3,057
Dividends declared but unpaid  $ 2,311  $ 2,070

Restricted Cash

As of July 1, 2017 and December 31, 2016, the Company had restricted cash of $2,141,000 and $2,082,000, respectively. This cash serves as collateral
for bank guarantees primarily associated with providing assurance to customers that the Company will fulfill certain customer obligations entered into in the
normal course of business. The majority of the bank guarantees will expire by the end of 2018.

Banker's Acceptance Drafts

The Company's Chinese subsidiaries may receive banker's acceptance drafts from customers as payment for their trade accounts receivable. The banker's
acceptance drafts are non-interest bearing obligations of the issuing bank and mature within six months of the origination date. The Company can sell the drafts at
a discount to a third-party financial institution or transfer the drafts to vendors in settlement of current accounts payable prior to the scheduled maturity date.
These drafts, which totaled $10,181,000 and $7,852,000 at July 1, 2017 and December 31, 2016, respectively, are included in accounts receivable in the
accompanying condensed consolidated balance sheet until the subsidiary sells the drafts to a bank and receives a discounted amount, transfers the banker's
acceptance drafts in settlement of current accounts payable prior to maturity, or obtains cash payment on the scheduled maturity date.

Inventories

The components of inventories are as follows:

  July 1, 
2017

 December 31, 
2016(In thousands)   

Raw Materials and Supplies  $ 27,555  $ 21,086
Work in Process  14,418  12,293
Finished Goods  21,417  21,572

Total Inventories  $ 63,390  $ 54,951
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KADANT INC.

Notes to Condensed Consolidated Financial Statements
(Unaudited)

1.    Nature of Operations and Summary of Significant Accounting Policies (continued)

Intangible Assets, Net

Intangible assets are as follows:

  July 1, 
2017

 December 31, 
2016(In thousands)   

Indefinite-Lived  $ 8,100  $ 8,100
     
Definite-Lived, Gross  $ 101,743  $ 77,052

Acquisition  —  24,691
Accumulated amortization  (52,494)  (49,040)
Currency translation  (5,690)  (8,073)

Definite-Lived, Net  $ 43,559  $ 44,630
     
Total Intangible Assets, Net  $ 51,659  $ 52,730

Goodwill

The changes in the carrying amount of goodwill by segment are as follows:

(In thousands)  
Papermaking

Systems Segment  
Wood Processing
Systems Segment  Total

Balance at December 31, 2016       
Gross balance  $ 219,699  $ 17,265  $ 236,964
Accumulated impairment losses  (85,509)  —  (85,509)

Net balance  134,190  17,265  151,455

Currency Translation  6,704  668  7,372

Total 2017 Adjustments  6,704  668  7,372

Balance at July 1, 2017       
Gross balance  226,403  17,933  244,336
Accumulated impairment losses  (85,509)  —  (85,509)

Net balance  $ 140,894  $ 17,933  $ 158,827

Warranty Obligations

The Company provides for the estimated cost of product warranties at the time of sale based on the actual historical occurrence rates and repair costs, as
well as knowledge of any specific warranty problems that indicate that projected warranty costs may vary from historical patterns. The Company typically
negotiates the terms regarding warranty coverage and length of warranty depending on the products and applications. While the Company engages in extensive
product quality programs and processes, the Company's warranty obligation is affected by product failure rates, repair costs, service delivery costs incurred in
correcting a product failure, and supplier warranties on parts delivered to the Company. Should actual product failure rates,
repair costs, service delivery costs, or supplier warranties on parts differ from the Company's estimates, revisions to the estimated warranty liability would be
required.
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KADANT INC.

Notes to Condensed Consolidated Financial Statements
(Unaudited)

1.    Nature of Operations and Summary of Significant Accounting Policies (continued)

The changes in the carrying amount of accrued warranty costs included in other current liabilities in the accompanying condensed consolidated balance
sheet are as follows:

  Six Months Ended

(In thousands)  
July 1, 
2017  

July 2, 
2016

Balance at Beginning of Year  $ 3,843  $ 3,670
Provision charged to income  1,209  1,524
Usage  (1,056)  (1,623)
Acquisition  —  991
Currency translation  224  (20)

Balance at End of Period  $ 4,220  $ 4,542

Recent Accounting Pronouncements

Revenue from Contracts with Customers (Topic 606), Section A-Summary and Amendments That Create Revenue from Contracts with Customers (Topic
606) and Other Assets and Deferred Costs-Contracts with Customers (Subtopic 340-40). In May 2014, the Financial Accounting Standards Board (FASB) issued
Accounting Standards Update (ASU) No. 2014-09, which requires an entity to recognize the amount of revenue to which it expects to be entitled for the transfer
of promised goods or services to customers. The new guidance provides a five-step analysis of transactions to determine when and how revenue is recognized.
The ASU will replace most existing revenue recognition guidance in GAAP when it becomes effective. In March 2016, the FASB issued ASU No. 2016-08,
which further clarifies the guidance on the principal versus agent considerations within ASU No. 2014-09. In April 2016, the FASB issued ASU No. 2016-10 to
expand the guidance on identifying performance obligations and licensing within ASU 2014-09. In May 2016, the FASB issued ASU No. 2016-11, which
rescinds certain previously-issued guidance, including, among other items, guidance relating to accounting for shipping and handling fees and freight services
effective upon adoption of ASU No. 2014-09. Also in May 2016, the FASB issued ASU No. 2016-12, which narrowly amended the revenue recognition guidance
regarding collectability, noncash consideration, presentation of sales tax and transition. In December 2016, the FASB issued ASU No. 2016-20, which clarifies
narrow aspects of Topic 606 and corrects unintended application of the guidance. These new ASUs are effective for the Company beginning in fiscal 2018. Early
adoption is permitted in fiscal 2017. The Company is continuing to assess the potential effects of these ASUs on its condensed consolidated financial statements,
business processes, systems and controls. While the assessment process is ongoing, the Company currently anticipates adopting these ASUs using the modified
retrospective transition approach. Under this approach, this guidance would apply to all new contracts initiated in fiscal 2018. For existing contracts that have
remaining obligations as of the beginning of fiscal 2018, any difference between the recognition criteria in these ASUs and the Company’s current revenue
recognition practices would be recognized using a cumulative effect adjustment to the opening balance of retained earnings. The Company is also in the process
of developing and implementing appropriate changes to its business processes, systems and controls to support the recognition criteria and disclosure
requirements of these ASUs.

Inventory (Topic 330), Simplifying the Measurement of Inventory. In July 2015, the FASB issued ASU No. 2015-11, which requires that an entity
measure inventory within the scope of this ASU at the lower of cost or net realizable value. Net realizable value is the estimated selling price in the ordinary
course of business, less reasonably predictable costs of completion, disposal, and transportation. Substantial and unusual losses that result from subsequent
measurement of inventory should be disclosed in the financial statements. The Company adopted this ASU at the beginning of fiscal 2017. Adoption of this ASU
did not have a material effect on the Company's condensed consolidated financial statements.

Leases (Topic 842). In February 2016, the FASB issued ASU No. 2016-02, which requires a lessee to recognize a right-of-use asset and a lease liability
for operating leases, initially measured at the present value of the future lease payments, in its balance sheet. This ASU also requires a lessee to recognize a single
lease cost, calculated so that the cost of the lease is allocated over the lease term, generally on a straight-line basis. This new guidance is effective for the
Company in fiscal 2019. Early adoption is permitted. As part of the implementation of this new standard, the Company is in the process of reviewing current
accounting policies and assessing the practical expedients allowed under this new guidance. The Company expects that most of its operating lease commitments
will be subject to the new standard and recognized as operating lease liabilities and right-of-use assets upon adoption, which is required using the modified
retrospective transition method. The Company is currently evaluating the other effects that the adoption of this ASU will have on its condensed consolidated
financial statements.
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KADANT INC.

Notes to Condensed Consolidated Financial Statements
(Unaudited)

1.    Nature of Operations and Summary of Significant Accounting Policies (continued)

Financial Instruments - Credit Losses (Topic 326), Measurement of Credit Losses on Financial Instruments. In June 2016, the FASB issued ASU No.
2016-13, which significantly changes the way entities recognize impairment of many financial assets by requiring immediate recognition of estimated credit
losses expected to occur over their remaining lives. This new guidance is effective for the Company in fiscal 2020. Early adoption is permitted beginning in fiscal
2019. The Company is currently evaluating the effects that the adoption of this ASU will have on its condensed consolidated financial statements.

Statement of Cash Flows (Topic 230), Classification of Certain Cash Receipts and Cash Payments. In August 2016, the FASB issued ASU No. 2016-15,
which simplifies the diversity in practice related to the presentation and classification of certain cash receipts and cash payments in the statement of cash flows
under Topic 230. This ASU addresses the following eight specific cash flow issues: debt prepayment or debt extinguishment costs; settlement of zero-coupon
debt instruments or other debt instruments with coupon interest rates that are insignificant in relation to the effective interest rate of the borrowing; contingent
consideration payments made after a business combination; proceeds from the settlement of insurance claims; proceeds from the settlement of corporate-owned
life insurance; distributions received from equity method investees; beneficial interests in securitization transactions; and separately identifiable cash flows and
application of the predominance principle. This new guidance is effective for the Company in fiscal 2018. Early adoption is permitted. The Company does not
believe that adoption of this ASU will have a material impact on its condensed consolidated financial statements.

Income Taxes (Topic 740), Intra-Entity Transfers of Assets Other Than Inventory. In October 2016, the FASB issued ASU No. 2016-16, which requires
an entity to recognize the income tax consequences of an intra-entity transfer of an asset other than inventory when the transfer occurs and eliminates the
exception for an intra-entity transfer of an asset other than inventory. This new guidance is effective for the Company in fiscal 2018 with adoption required on a
modified retrospective basis through a cumulative-effect adjustment directly to retained earnings as of the beginning of the period of adoption. Early adoption is
permitted. The Company is currently evaluating the effect that the adoption of this ASU will have on its condensed consolidated financial statements.

Statement of Cash Flows (Topic 230), Restricted Cash. In November 2016, the FASB issued ASU No. 2016-18, which requires inclusion of restricted
cash and restricted cash equivalents within cash and cash equivalents when reconciling the beginning-of-period and end-of-period total amounts shown on the
statement of cash flows. This new guidance is effective for the Company in fiscal 2018. Early adoption is permitted. As this ASU is presentation-related only,
adoption of this ASU will not have a material impact on the Company's condensed consolidated financial statements.

Business Combinations (Topic 805), Clarifying the Definition of a Business. In January 2017, the FASB issued ASU No. 2017-01, which clarifies the
definition of a business with the objective of adding guidance to assist entities with evaluating whether transactions should be accounted for as acquisitions (or
disposals) of assets or businesses. The revised definition of a business under this ASU will reduce the number of transactions that are accounted for as business
combinations. This new guidance is effective on a prospective basis for the Company in fiscal 2018. Early adoption is allowed for certain transactions. The
Company is currently evaluating the effects that the adoption of this ASU will have on its condensed consolidated financial statements.

Intangibles - Goodwill and Other (Topic 350), Simplifying the Test for Goodwill Impairment. In January 2017, the FASB issued ASU No. 2017-04,
which eliminates Step 2 in goodwill impairment testing, which requires that goodwill impairment losses be measured as the difference between the implied value
of a reporting unit’s goodwill and its carrying amount. This ASU will reduce the cost and complexity of impairment testing by requiring goodwill impairment
losses to be measured as the excess of the reporting unit’s carrying amount, including goodwill and related goodwill tax effects, over its fair value. This new
guidance is effective on a prospective basis for the Company in fiscal 2020. Early adoption is permitted. The Company does not believe that adoption of this
ASU will have a material effect on its condensed consolidated financial statements.

 Compensation - Retirement Benefits (Topic 715): Improving the Presentation of Net Periodic Pension Cost and Net Periodic Post-retirement Benefit
Cost. In March 2017, the FASB issued ASU No. 2017-07, which requires employers to include only the service cost component of net periodic pension cost and
net periodic post-retirement benefit cost in operating expenses in the same income statement line item as the related employees' compensation costs. The other
components of net benefit cost, including interest costs, amortization of prior service costs and settlement and curtailment effects, are to be included in non-
operating expenses. The ASU also stipulates that only the service cost component of net benefit cost is eligible for
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1.    Nature of Operations and Summary of Significant Accounting Policies (continued)

capitalization. This new guidance is effective on a retrospective basis for the Company in fiscal 2018. Early adoption is permitted. The Company is currently
evaluating the effects that adoption of this ASU will have on its condensed consolidated financial statements.

Compensation - Stock Compensation (Topic 718): Scope of Modification Accounting. In May 2017, the FASB issued ASU No. 2017-09, which provides
clarity on which changes to the terms or conditions of share-based payment awards require entities to apply the modification accounting provisions required in
Topic 718. This new guidance is effective on a prospective basis for the Company in fiscal 2018. Early adoption is permitted. The Company does not believe that
adoption of this ASU will have a material effect on its condensed consolidated financial statements.

2.    Other Income

In the first six months of 2016, other income consisted of a pre-tax gain of $317,000 from the sale of real estate in Sweden for cash proceeds of
$368,000.

3.    Earnings per Share

Basic and diluted earnings per share (EPS) are calculated as follows:

  Three Months Ended  Six Months Ended
  July 1, 

2017
 July 2, 

2016
 July 1, 

2017
 July 2, 

2016(In thousands, except per share amounts)     
Amounts Attributable to Kadant:         
Net Income  $ 8,096  $ 8,311  $ 17,047  $ 15,187

         
Basic Weighted Average Shares  11,001  10,870  10,976  10,831
Effect of Stock Options, Restricted Stock Units and Employee Stock

Purchase Plan Shares  295  282  274  254

Diluted Weighted Average Shares  11,296  11,152  11,250  11,085

         
Basic Earnings per Share  $ 0.74  $ 0.76  $ 1.55  $ 1.40
         
Diluted Earnings per Share  $ 0.72  $ 0.75  $ 1.52  $ 1.37

Unvested restricted stock units (RSUs) equivalent to approximately 19,000 and 26,000 shares of common stock in the second quarters of 2017 and 2016,
respectively, and 29,000 and 87,000 shares of common stock in the first six months of 2017 and 2016, respectively, were not included in the computation of
diluted EPS as the effect would have been antidilutive or, for unvested performance-based RSUs, the performance conditions had not been met as of the end of
the reporting periods.

4.    Provision for Income Taxes

The provision for income taxes was $5,690,000 and $6,419,000 in the first six months of 2017 and 2016, respectively, and represented 25% and 29% of
pre-tax income. The effective tax rate of 25% in the first six months of 2017 was lower than the Company's statutory tax rate primarily due to the distribution of
the Company's worldwide earnings and the net excess income tax benefits from stock-based compensation arrangements, offset in part by an increase in tax
related to non-deductible expenses and unrecognized tax benefits. The effective tax rate of 29% in the first six months of 2016 was lower than the Company's
statutory tax rate primarily due to the distribution of the Company's worldwide earnings and the net excess income tax benefits from stock-based compensation
arrangements. These items were offset in part by an increase in tax related to non-deductible expenses and state taxes.
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5.    Long-Term Obligations

Long-term obligations are as follows:

  July 1, 
2017

 December 31, 
2016(In thousands)   

Revolving Credit Facility, due 2022  $ 60,673  $ 61,494
Obligations Under Capital Lease, due 2017 to 2022  4,557  4,309
Other Borrowings, due 2017 to 2023  537  608
Total  65,767  66,411
Less: Current Maturities of Long-Term Obligations  (696)  (643)

Long-Term Obligations  $ 65,071  $ 65,768

Revolving Credit Facility

On March 1, 2017, the Company entered into an Amended and Restated Credit Agreement (2017 Credit Agreement) which became effective on March
2, 2017. The 2017 Credit Agreement is a five-year unsecured multi-currency revolving credit facility in the aggregate principal amount of up to
$200,000,000. On May 24, 2017, the Company entered into a first amendment and limited consent (First Amendment) which increased the revolving loan
commitment to $300,000,000. The 2017 Credit Agreement also included an uncommitted unsecured incremental borrowing facility of up to an additional
$100,000,000. The principal on any borrowings made under the 2017 Credit Agreement is due on March 1, 2022. Borrowing may be denominated in U.S. dollars
or certain foreign currencies, as defined in the 2017 Credit Agreement. Interest on any loans outstanding under the 2017 Credit Agreement accrues and generally
is payable quarterly in arrears at one of the following rates selected by the Company: (i) the Base Rate, calculated as the highest of (a) the federal funds rate plus
0.50%, (b) the prime rate as published by Citizens Bank, and (c) the thirty-day London Inter-Bank Offered Rate (LIBOR) rate, as defined, plus 0.50%; or (ii) the
LIBOR rate (with a zero percent floor), as defined, plus an applicable margin of 1% to 2%. The applicable margin is determined based upon the ratio of the
Company's total debt, net of certain cash, as defined, to earnings before interest, taxes, depreciation, and amortization (EBITDA), as defined in the 2017 Credit
Agreement. For this purpose, total debt net of certain cash is defined as total debt less the sum of (i) unrestricted U.S. cash, and (ii) 65% of unrestricted cash
outside of the United States, but no more than an aggregate amount of $30,000,000. Contemporaneously with the execution of the 2017 Credit Agreement, the
Company borrowed $42,000,000 and 26,300,000 euros under the 2017 Credit Agreement and applied the proceeds to pay off the previous credit facility.

    
The obligations of the Company under the 2017 Credit Agreement may be accelerated upon the occurrence of an event of default under the 2017 Credit

Agreement, which includes customary events of default including, without limitation, payment defaults, defaults in the performance of affirmative and negative
covenants, the inaccuracy of representations or warranties, bankruptcy- and insolvency-related defaults, defaults relating to such matters as the Employment
Retirement Income Security Act (ERISA), unsatisfied judgments, the failure to pay certain indebtedness, and a change of control default. In addition, the 2017
Credit Agreement contains negative covenants applicable to the Company and its subsidiaries, including financial covenants requiring the Company to comply
with a maximum consolidated leverage ratio of 3.5 to 1, a minimum consolidated interest coverage ratio of 3 to 1, and restrictions on liens, indebtedness,
fundamental changes, dispositions of property, making certain restricted payments (including dividends and stock repurchases), investments, transactions with
affiliates, sale and leaseback transactions, swap agreements, changing its fiscal year, arrangements affecting subsidiary distributions, entering into new lines of
business, and certain actions related to a discontinued operation. As of July 1, 2017, the Company was in compliance with these covenants.

    
Loans under the 2017 Credit Agreement are guaranteed by certain domestic subsidiaries of the Company pursuant to an Amended and Restated

Guarantee Agreement, dated as of March 1, 2017. In addition, one of the Company's foreign subsidiaries entered into a Guarantee Agreement limited to certain
obligations of two foreign subsidiary borrowers pursuant to a Guarantee Agreement dated as of March 1, 2017.

As of July 1, 2017, the outstanding balance under the 2017 Credit Agreement was $60,673,000, of which $25,673,000 was euro-denominated. As of
July 1, 2017, the Company had $239,841,000 of borrowing capacity available under its 2017 Credit Agreement, which is calculated by translating its foreign-
denominated borrowings using transaction date foreign exchange rates.

14



Table of Contents
KADANT INC.

Notes to Condensed Consolidated Financial Statements
(Unaudited)

5.    Long-Term Obligations (continued)

The weighted average interest rate for the borrowings under the 2017 Credit Agreement was 1.78% as of July 1, 2017.
    
Subsequent to the end of the quarter, the Company borrowed an aggregate $170,018,000 under the 2017 Credit Agreement, of which $62,690,000 was

Canadian dollar-denominated and $61,769,000 was euro-denominated, which was used to fund the acquisition of the forest products business of NII FPG
Company (NII). See Note 13, Subsequent Event, for further details. Under the First Amendment, the lenders agreed to certain limited funding conditions under
the 2017 Credit Agreement in connection with the closing of the acquisition.

Debt Issuance Costs

During the first six months of 2017, the Company incurred an additional $1,147,000 of debt issuance costs related to the 2017 Credit Agreement and
First Amendment. Unamortized debt issuance costs were $1,325,000 as of July 1, 2017, which are included in other assets in the accompanying condensed
consolidated balance sheet and are being amortized to interest expense based on the straight-line method.

Obligations Under Capital Lease

In connection with the acquisition of PAAL, the Company assumed a sale-leaseback financing arrangement for PAAL's facility in Germany. Under this
arrangement, the quarterly lease payment includes principal and interest based on an interest rate which is reset, from time to time, to prevailing short-term
borrowing rates in Germany. The interest rate at July 1, 2017 was 1.70%. The quarterly lease payment also includes a payment toward a corresponding loan
receivable from the landlord. The loan receivable, which is included in other assets in the accompanying condensed consolidated balance sheet, was $357,000 at
July 1, 2017. The lease arrangement provides for a fixed price purchase option, net of the loan receivable, of $1,518,000 at the end of the lease term in 2022. If
the Company does not exercise the purchase option for the facility, the Company will receive cash from the landlord to settle the loan receivable. As of July 1,
2017, $4,444,000 was outstanding under this capital lease obligation. The Company also assumed capital lease obligations for certain equipment as part of the
PAAL acquisition. These capital lease obligations bear a weighted average interest rate of 3.43% and have an average remaining term of 2.7 years. As of July 1,
2017, $113,000 was outstanding under these capital lease obligations.

Other Borrowings

The Company's PAAL subsidiary sells certain equipment to an intermediary who leases the equipment to a third party. The revenue from the equipment
sale is deferred due to risk of default and repurchase obligation provisions. Revenue is recognized and borrowings reduced over the corresponding lease term
with the remaining residual value of the equipment recognized when the default provisions lapse.

6.    Stock-Based Compensation

The Company recognized stock-based compensation expense of $1,441,000 and $1,273,000 in the second quarters of 2017 and 2016, respectively, and
$2,736,000 and $2,596,000 in the first six months of 2017 and 2016, respectively, within selling, general, and administrative (SG&A) expenses in the
accompanying condensed consolidated statement of income. The Company recognizes compensation expense for all stock-based awards granted to employees
and directors based on the grant date estimate of fair value for those awards. The fair value of RSUs is based on the grant date trading price of the Company's
common stock, reduced by the present value of estimated dividends foregone during the requisite service period. For time-based RSUs, compensation expense is
recognized ratably over the requisite service period for the entire award net of forfeitures. For performance-based RSUs, compensation expense is recognized
ratably over the requisite service period for each separately-vesting portion of the award net of forfeitures and remeasured at each reporting period until the total
number of RSUs to be issued is known. During the first quarter of 2017, the Company granted stock-based compensation to executive officers and employees
consisting of 39,229 shares of performance-based RSUs and 38,331 shares of time-based RSUs and granted 12,000 shares of time-based RSUs to its non-
employee directors. Unrecognized compensation expense related to stock-based compensation totaled approximately $6,515,000 at July 1, 2017, and will be
recognized over a weighted average period of 1.8 years.
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7.    Employee Benefit Plans

The Company sponsors a noncontributory defined benefit pension plan for eligible employees at one of its U.S. divisions and its corporate office. Three
of the Company’s non-U.S. subsidiaries also sponsor defined benefit pension plans covering certain employees at those subsidiaries. Funds for the U.S. pension
plan and one of the non-U.S. pension plans are contributed to a trustee as necessary to provide for current service and for any unfunded projected benefit
obligation over a reasonable period. The remaining two non-U.S. pension plans are unfunded as permitted under their plans and applicable laws. Benefits under
the Company’s pension plans are based on years of service and employee compensation.

The Company also provides other post-retirement benefits under two plans in the United States and at one of its non-U.S. subsidiaries. In addition, the
Company provides a restoration plan for certain executive officers which fully supplements benefits lost under the noncontributory defined benefit retirement
plan as a consequence of applicable Internal Revenue Service limits and restores benefits for the limitation of years of service under the retirement plan.

The components of net periodic benefit cost for the Company's U.S. and non-U.S. pension plans and other post-retirement benefit plans are as follows:

  
Three Months Ended 

 July 1, 2017  
Three Months Ended 

 July 2, 2016

(In thousands, except percentages)  
U.S. Pension

Benefits  

Non-U.S.
Pension
Benefits  

Other Post-
Retirement

Benefits  
U.S. Pension

Benefits  

Non-U.S.
Pension
Benefits  

Other Post-
Retirement

Benefits
Components of Net Periodic Benefit Cost:             

Service cost  $ 147  33  $ 53  $ 181  27  $ 33
Interest cost  302  26  45  318  26  38
Expected return on plan assets  (328)  (9)  —  (322)  (7)  —
Recognized net actuarial loss  108  9  27  124  10  12
Amortization of prior service cost  13  1  23  14  1  22

Net Periodic Benefit Cost  $ 242  $ 60  $ 148  $ 315  $ 57  $ 105

             
The weighted average assumptions used to determine net periodic benefit cost are as follows:     
             
Discount Rate  4.03%  3.47%  4.11%  4.22%  3.88%  4.30%
Expected Long-Term Return on Plan Assets  5.00%  7.72%  7.72%  5.00%  6.90%  6.90%
Rate of Compensation Increase  3.00%  3.44%  3.06%  3.00%  2.98%  3.03%
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7.    Employee Benefit Plans (continued)

  
Six Months Ended 

 July 1, 2017  
Six Months Ended 

 July 2, 2016

(In thousands, except percentages)  
U.S. Pension

Benefits  

Non-U.S.
Pension
Benefits  

Other Post-
Retirement

Benefits  
U.S. Pension

Benefits  

Non-U.S.
Pension
Benefits  

Other Post-
Retirement

Benefits

Components of Net Periodic Benefit Cost:             
Service cost  $ 343  $ 65  $ 88  $ 362  $ 52  $ 66
Interest cost  616  50  84  636  52  76
Expected return on plan assets  (663)  (17)  —  (644)  (14)  —
Recognized net actuarial loss  221  18  40  248  20  24
Amortization of prior service cost  26  2  44  28  2  45
Settlement loss  —  —  —  —  —  114

Net Periodic Benefit Cost  $ 543  $ 118  $ 256  $ 630  $ 112  $ 325

             
The weighted average assumptions used to determine net periodic benefit cost are as follows:     
             
Discount Rate  4.03%  3.43%  4.12%  4.22%  3.89%  4.27%
Expected Long-Term Return on Plan Assets  5.00%  7.72%  7.72%  5.00%  6.90%  6.90%
Rate of Compensation Increase  3.00%  3.42%  3.07%  3.00%  2.99%  3.02%

    
The Company made cash contributions of $540,000 to its U.S. noncontributory defined benefit pension plan in the first six months of 2017 and expects

to make cash contributions of $540,000 over the remainder of 2017. For the remaining pension and post-retirement benefit plans, no cash contributions other than
to fund current benefit payments are expected in 2017.

8.    Accumulated Other Comprehensive Items

Comprehensive income combines net income and other comprehensive items, which represent certain amounts that are reported as components of
stockholders' equity in the accompanying condensed consolidated balance sheet, including foreign currency translation adjustments, unrecognized prior service
cost and deferred losses associated with pension and other post-retirement benefit plans, and deferred gains (losses) on hedging instruments.

Changes in each component of accumulated other comprehensive items (AOCI), net of tax, in the accompanying condensed consolidated balance sheet
are as follows:

(In thousands)  

Foreign
Currency

Translation
Adjustment  

Unrecognized
Prior Service

Cost on Pension and
Other Post-

Retirement Benefit
Plans  

Deferred Loss
on Pension and

Other Post-
Retirement Benefit

Plans  

Deferred Gain
(Loss)

on Hedging
Instruments  

Accumulated
Other

Comprehensive
Items

Balance at December 31, 2016  $ (41,094)  $ (397)  $ (8,158)  $ 12  $ (49,637)
Other comprehensive income (loss) before

reclassifications  13,524  (3)  (62)  16  13,475
Reclassifications from AOCI  —  47  181  18  246
Net current period other comprehensive

income  13,524  44  119  34  13,721

Balance at July 1, 2017  $ (27,570)  $ (353)  $ (8,039)  $ 46  $ (35,916)

           
Balance at January 2, 2016  $ (27,932)  $ (489)  $ (8,322)  $ (229)  $ (36,972)

Other comprehensive income (loss) before
reclassifications  713  (1)  (583)  (317)  (188)

Reclassifications from AOCI  —  48  265  277  590
Net current period other

comprehensive income (loss)  713  47  (318)  (40)  402

Balance at July 2, 2016  $ (27,219)  $ (442)  $ (8,640)  $ (269)  $ (36,570)
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8.    Accumulated Other Comprehensive Items (continued)

Amounts reclassified from AOCI are as follows:

  Three Months Ended  Six Months Ended   

(In thousands)  
July 1, 
2017  

July 2, 
2016  

July 1, 
2017  

July 2, 
2016  

Statement of Income
Line Item

Pension and Other Post-Retirement Plans: (a)              
Amortization of actuarial losses  $ (144)  $ (146)  $ (279)  $ (406)  SG&A expenses
Amortization of prior service costs  (37)  (36)  (72)  (74)  SG&A expenses
Total expense before income taxes  (181)  (182)  (351)  (480)   
Income tax benefit  64  63  123  167  Provision for income taxes

  (117)  (119)  (228)  (313)   
Cash Flow Hedges: (b)                

Interest rate swap agreements  (6)  (47)  (18)  (136)  Interest expense
Forward currency-exchange contracts  —  37  —  (24)  Revenues
Forward currency-exchange contracts  —  (46)  (11)  (69)  Cost of revenues
Total expense before income taxes  (6)  (56)  (29)  (229)   
Income tax benefit (provision)  3  (108)  11  (48)  Provision for income taxes

  (3)  (164)  (18)  (277)   

Total Reclassifications  $ (120)  $ (283)  $ (246)  $ (590)   

(a) Included in the computation of net periodic benefit cost. See Note 7 for additional information.
(b) See Note 9 for additional information.

9.    Derivatives

The Company uses derivative instruments primarily to reduce its exposure to changes in currency exchange rates and interest rates. When the Company
enters into a derivative contract, the Company makes a determination as to whether the transaction is deemed to be a hedge for accounting purposes. For a
contract deemed to be a hedge, the Company formally documents the relationship between the derivative instrument and the risk being hedged. In this
documentation, the Company specifically identifies the asset, liability, forecasted transaction, cash flow, or net investment that has been designated as the hedged
item, and evaluates whether the derivative instrument is expected to reduce the risks associated with the hedged item. To the extent these criteria are not met, the
Company does not use hedge accounting for the derivative. The changes in the fair value of a derivative not deemed to be a hedge are recorded currently in
earnings. The Company does not hold or engage in transactions involving derivative instruments for purposes other than risk management.

Accounting Standards Codification (ASC) 815, Derivatives and Hedging, requires that all derivatives be recognized in the accompanying condensed
consolidated balance sheet at fair value. For derivatives designated as cash flow hedges, the related gains or losses on these contracts are deferred as a component
of AOCI. These deferred gains and losses are recognized in the accompanying condensed consolidated statement of income in the period in which the underlying
anticipated transaction occurs. For derivatives designated as fair value hedges, the unrealized gains and losses resulting from the impact of currency exchange
rate movements are recognized in earnings in the period in which the exchange rates change and offset the currency gains and losses on the underlying exposures
being hedged. The Company performs an evaluation of the effectiveness of the hedge both at inception and on an ongoing basis. The ineffective portion of a
hedge, if any, and changes in the fair value of a derivative not deemed to be a hedge are recorded in the accompanying condensed consolidated statement of
income.
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9.    Derivatives (continued)

Interest Rate Swap Agreement

On January 16, 2015, the Company entered into a swap agreement (2015 Swap Agreement) to hedge its exposure to movements in the three-month
LIBOR rate on future outstanding debt and has designated the 2015 Swap Agreement as a cash flow hedge. The 2015 Swap Agreement expires on March 27,
2020 and has a $10,000,000 notional value. Under the 2015 Swap Agreement, on a quarterly basis, the Company receives a three-month LIBOR rate and pays a
fixed rate of interest of 1.50% plus an applicable margin. The fair value of the 2015 Swap Agreement is included in other assets, with an offset to AOCI, net of
tax, in the accompanying condensed consolidated balance sheet.

The Company has structured the 2015 Swap Agreement to be 100% effective and as a result there is no current impact to earnings resulting from hedge
ineffectiveness. Management believes that any credit risk associated with the 2015 Swap Agreement is remote based on the Company's financial position and the
creditworthiness of the financial institution that issued the 2015 Swap Agreement.

The counterparty to the 2015 Swap Agreement could demand an early termination of the 2015 Swap Agreement if the Company is in default under the
2017 Credit Agreement, or any agreement that amends or replaces the 2017 Credit Agreement in which the counterparty is a member, and the Company is unable
to cure the default. An event of default under the 2017 Credit Agreement includes customary events of default and failure to comply with financial covenants,
including a maximum consolidated leverage ratio of 3.5 to 1, a minimum consolidated interest coverage ratio of 3 to 1, and restrictions on liens, indebtedness,
fundamental changes, dispositions of property, making certain restricted payments (including dividends and stock repurchases), investments, transactions with
affiliates, sale and leaseback transactions, swap agreements, changing its fiscal year, arrangements affecting subsidiary distributions, entering into new lines of
business, and certain actions related to a discontinued operation. As of July 1, 2017, the Company was in compliance with these covenants. The unrealized gain
associated with the 2015 Swap Agreement was $48,000 as of July 1, 2017, which represents the estimated amount that the Company would receive from the
counterparty in the event of an early termination.

Forward Currency-Exchange Contracts

The Company uses forward currency-exchange contracts primarily to hedge exposures resulting from fluctuations in currency exchange rates. Such
exposures result primarily from portions of the Company's operations and assets and liabilities that are denominated in currencies other than the functional
currencies of the businesses conducting the operations or holding the assets and liabilities. The Company typically manages its level of exposure to the risk of
currency-exchange fluctuations by hedging a portion of its anticipated currency exposures over the ensuing 12-month period, using forward currency-exchange
contracts that have maturities of 12 months or less.

Forward currency-exchange contracts that hedge forecasted accounts receivable or accounts payable are designated as cash flow hedges. The fair value
for these instruments is included in other current assets for unrecognized gains and in other current liabilities for unrecognized losses, with an offset in AOCI, net
of tax. For forward currency-exchange contracts that are designated as fair value hedges, the gain or loss on the derivative, as well as the offsetting loss or gain on
the hedged item are recognized currently in earnings. The fair value of forward currency-exchange contracts that are not designated as hedges is recorded
currently in earnings with gains reported in other current assets and losses reported in other current liabilities.

In the second quarter of 2017, the Company entered into forward currency-exchange contracts associated with the anticipated consideration to be paid
for the acquisition of NII (see Note 13, Subsequent Event, for further details) and recognized a loss of $1,754,000 associated with these transactions. The
Company recognized within SG&A expenses in the accompanying condensed consolidated statement of income losses of $1,846,000 and $225,000 in the second
quarters of 2017 and 2016, respectively, and losses of $1,493,000 and $436,000 in the first six months of 2017 and 2016, respectively, associated with its forward
currency-exchange contracts that were not designated as hedges, including the contracts related to the NII acquisition. Management believes that any credit risk
associated with forward currency-exchange contracts is remote based on the Company's financial position and the creditworthiness of the financial institutions
issuing the contracts.
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9.    Derivatives (continued)

The following table summarizes the fair value of the Company's derivative instruments designated and not designated as hedging instruments, the
notional value of the associated derivative contracts, and the location of these instruments in the accompanying condensed consolidated balance sheet:

    July 1, 2017  December 31, 2016
  Balance Sheet

Location
 Asset (Liability)

(a)
 Notional Amount

(b)
 Asset (Liability)

(a)
 

Notional Amount(In thousands)      
Derivatives Designated as Hedging Instruments:         

Derivatives in an Asset Position:           
Forward currency-exchange contracts  Other Current Assets  $ 58  $ 950  $ —  $ —

Interest rate swap agreement  
Other Long-Term

Assets  $ 48  $ 10,000  $ 62  $ 10,000
Derivatives in a Liability Position:           

Forward currency-exchange contracts  
Other Current

Liabilities  $ (37)  $ 863  $ (41)  $ 2,380
           

Derivatives Not Designated as Hedging Instruments:         
Derivatives in an Asset Position:           

Forward currency-exchange contracts  Other Current Assets  $ 9  $ 386  $ 2  $ 227
Derivatives in a Liability Position:           

Forward currency-exchange contracts  
Other Current

Liabilities  $ (2,005)  $ 141,396  $ (237)  $ 17,185

(a) See Note 10 for the fair value measurements relating to these financial instruments.
(b) The total notional amount is indicative of the level of the Company's derivative activity during the first six months of 2017, except for $124,459,000

for the one-time purchase of forward currency-exchange contracts entered into in anticipation of consideration to be paid for the acquisition of NII.
These contracts are included in derivatives not designated as hedging instruments in a liability position in the table above.

The following table summarizes the activity in AOCI associated with the Company's derivative instruments designated as cash flow hedges as of and for
the six months ended July 1, 2017:

(In thousands)  

Interest Rate
Swap

Agreement  

Forward
Currency-
Exchange
Contracts  Total

Unrealized Gain (Loss), Net of Tax, at December 31, 2016  $ 40  $ (28)  $ 12
Loss reclassified to earnings (a)  11  7  18
(Loss) Gain recognized in AOCI  (21)  37  16

Unrealized Gain, Net of Tax, at July 1, 2017  $ 30  $ 16  $ 46
    
(a) See Note 8 for the income statement classification.

As of July 1, 2017, the Company expects to reclassify $11,000 of the net unrealized gains included in AOCI to earnings over the next twelve months.
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10.    Fair Value Measurements and Fair Value of Financial Instruments

Fair value measurement is defined as the price that would be received to sell an asset or paid to transfer a liability in the principal or most advantageous
market for the asset or liability in an orderly transaction between market participants at the measurement date. A fair value hierarchy is established, which
prioritizes the inputs used in measuring fair value into three broad levels as follows:

• Level 1—Quoted prices in active markets for identical assets or liabilities.
• Level 2—Inputs, other than quoted prices in active markets, that are observable either directly or indirectly.
• Level 3—Unobservable inputs based on the Company's own assumptions.

The following table presents the fair value hierarchy for those assets and liabilities measured at fair value on a recurring basis:

  Fair Value as of July 1, 2017
(In thousands)  Level 1  Level 2  Level 3  Total
Assets:         

Money market funds and time deposits  $ 16,166  $ —  $ —  $ 16,166
Forward currency-exchange contracts  $ —  $ 67  $ —  $ 67
Interest rate swap agreement  $ —  $ 48  $ —  $ 48
Banker's acceptance drafts (a)  $ —  $ 10,181  $ —  $ 10,181

         
Liabilities:         

Forward currency-exchange contracts  $ —  $ 2,042  $ —  $ 2,042

  Fair Value as of December 31, 2016
(In thousands)  Level 1  Level 2  Level 3  Total
Assets:         

Money market funds and time deposits  $ 10,855  $ —  $ —  $ 10,855
Forward currency-exchange contracts  $ —  $ 2  $ —  $ 2
Interest rate swap agreement  $ —  $ 62  $ —  $ 62
Banker's acceptance drafts (a)  $ —  $ 7,852  $ —  $ 7,852

         
Liabilities:         

Forward currency-exchange contracts  $ —  $ 278  $ —  $ 278

(a) Included in accounts receivable in the accompanying condensed consolidated balance sheet.

The Company uses the market approach technique to value its financial assets and liabilities, and there were no changes in valuation techniques during
the first six months of 2017. The Company's financial assets and liabilities carried at fair value are comprised of cash equivalents, banker's acceptance drafts, and
derivative instruments used to hedge the Company's foreign currency and interest rate risks. The Company's cash equivalents are comprised of money market
funds and bank deposits which are highly liquid and readily tradable. These cash equivalents are valued using inputs observable in active markets for identical
securities. The carrying value of banker's acceptance drafts approximates their fair value due to the short-term nature of the negotiable instrument. The fair value
of the Company's interest rate swap agreement is based on LIBOR yield curves at the reporting date. The fair values of the Company's forward currency-
exchange contracts are based on quoted forward foreign exchange rates at the reporting date or acquisition date spot rates. The forward currency-exchange
contracts and interest rate swap agreement are hedges of either recorded assets or liabilities or anticipated transactions. Changes in values of the underlying
hedged assets and liabilities or anticipated transactions are not reflected in the table above.
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10.    Fair Value Measurements and Fair Value of Financial Instruments (continued)

The carrying value and fair value of the Company's long-term debt obligations are as follows:

  July 1, 2017  December 31, 2016
  

Carrying Value
 

Fair Value
 

Carrying Value
 

Fair Value(In thousands)     
Long-term Debt Obligations:         

Revolving credit facility  $ 60,673  $ 60,673  $ 61,494  $ 61,494
Capital lease obligations  4,050  4,050  3,857  3,857
Other borrowings  348  348  417  417

  $ 65,071  $ 65,071  $ 65,768  $ 65,768

The carrying values of the Company's revolving credit facility and capital lease obligations approximate fair value as the obligations bear variable rates
of interest, which adjust quarterly based on prevailing market rates.

11.    Business Segment Information

The Company has combined its operating entities into two reportable operating segments, Papermaking Systems and Wood Processing Systems, and a
separate product line, Fiber-based Products. In classifying operational entities into a particular segment, the Company has aggregated businesses with similar
economic characteristics, products and services, production processes, customers, and methods of distribution.

  Three Months Ended  Six Months Ended
  July 1,  July 2,  July 1,  July 2,
(In thousands)  2017  2016  2017  2016
Revenues:         

Papermaking Systems  $ 95,731  $ 100,331  $ 184,281  $ 184,358
Wood Processing Systems  11,393  8,768  21,336  17,475
Fiber-based Products  3,118  2,729  7,482  6,533

  $ 110,242  $ 111,828  $ 213,099  $ 208,366

         
Income Before Provision for Income Taxes:         

Papermaking Systems  $ 17,445  $ 14,335  $ 31,703  $ 27,832
Wood Processing Systems (a)  (724)  2,451  1,462  3,257
Corporate and Fiber-based Products (b)  (5,278)  (4,542)  (9,676)  (8,752)
Total operating income  11,443  12,244  23,489  22,337
Interest expense, net  (290)  (274)  (534)  (488)

  $ 11,153  $ 11,970  $ 22,955  $ 21,849

         
Capital Expenditures:         

Papermaking Systems  $ 1,293  $ 1,140  $ 2,777  $ 1,658
Other  420  72  658  78

  $ 1,713  $ 1,212  $ 3,435  $ 1,736

         
(a) Includes $4,098,000 and $4,417,000 of acquisition-related expenses in the three- and six-month periods ended July 1, 2017, respectively.
(b) Corporate primarily includes general and administrative expenses.
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12.    Contingencies and Litigation

Right of Recourse

In the ordinary course of business, the Company's subsidiaries in China may receive banker's acceptance drafts from customers as payment for
outstanding accounts receivable. These banker's acceptance drafts are non-interest bearing and mature within six months of the origination date. The Company's
subsidiaries in China may use these banker's acceptance drafts prior to the scheduled maturity date to settle outstanding accounts payable with vendors. Banker's
acceptance drafts transferred to vendors are subject to customary right of recourse provisions prior to their scheduled maturity dates. As of July 1, 2017 and
December 31, 2016, the Company had $9,210,000 and $4,824,000, respectively, of banker's acceptance drafts subject to recourse, which were transferred to
vendors and had not reached their scheduled maturity dates. Historically, the banker's acceptance drafts have settled upon maturity without any claim of recourse
against the Company.

Litigation

From time to time, the Company is subject to various claims and legal proceedings covering a range of matters that arise in the ordinary course of
business. Such litigation may include, but is not limited to, claims and counterclaims by and against the Company for breach of contract or warranty, canceled
contracts, product liability, or bankruptcy-related claims. For legal proceedings in which a loss is probable and estimable, the Company accrues a loss based on
the low end of the range of estimated loss when there is no better estimate within the range. If the Company were found to be liable for any of the claims or
counterclaims against it, the Company would incur a charge against earnings for amounts in excess of legal accruals.

13.    Subsequent Event

Acquisition
    
On July 5, 2017, the Company acquired the forest products business of NII pursuant to a Stock and Asset Purchase Agreement dated May 24, 2017, for

approximately $173,000,000, net of cash acquired, subject to a post-closing adjustment. In connection with the acquisition, the Company funded a portion of the
purchase price with its existing cash and borrowed an aggregate $170,018,000 under its 2017 Credit Agreement in the third quarter of 2017, of which
$62,690,000 was Canadian dollar-denominated and $61,769,000 was euro-denominated. NII is a global leader in the design and manufacture of equipment used
by sawmills, veneer mills, and other manufacturers in the forest products industry. NII also designs and manufactures harvesting equipment used in cutting,
gathering, and removing timber from forest plantations. This acquisition extends the Company's presence deeper into the forest products industry and
complements its existing Wood Processing Systems segment. The Company expects several synergies in connection with this acquisition, including expansion of
product sales at the Company's existing businesses by leveraging NII's geographic presence, as well as sourcing and manufacturing efficiencies. NII has two
primary manufacturing facilities located in Canada and Finland and had approximately $81,000,000 in revenue for the twelve months ended December 31, 2016.
The Company recognized acquisition-related costs of $4,417,000 in the first six months of 2017 within SG&A expenses in the accompanying condensed
consolidated statement of income. The excess of the purchase price for the acquisition of NII over the net assets acquired will be recorded as goodwill in the
Wood Processing Systems segment. The purchase price allocation for this acquisition is not presented as the preliminary valuation of NII has not been completed.
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13.    Subsequent Event (continued)

Unaudited Supplemental Pro Forma Information

Had the acquisition of NII been completed as of the beginning of 2016, the Company’s pro forma results of operations for the six months ended July 1,
2017 and July 2, 2016 would have been as follows:

  Six Months Ended

(In thousands, except per share amounts)  
July 1, 
2017  

July 2, 
2016

Revenues  $ 252,842  $ 245,548
     
Net Income Attributable to Kadant  $ 24,010  $ 9,488
     
Earnings per Share Attributable to Kadant:     

Basic  $ 2.19  $ 0.88
Diluted  $ 2.13  $ 0.86

        
Pro forma results include the following non-recurring pro forma adjustments that were directly attributable to the business combination:

• Pre-tax charge to SG&A expenses of $4,417,000 in 2016 and reversal in 2017, for acquisition-related transaction costs.

• Estimated pre-tax charge to cost of revenues of $5,822,000 in 2016, for the sale of NII inventory revalued at the date of acquisition.

• Estimated pre-tax charge to SG&A expenses of $1,170,000 in 2016, for intangible amortization related to acquired backlog.

• Reversal of pretax income of $852,000 in 2017, related to NII's gain on the sale of a building.

These pro forma results of operations have been prepared for comparative purposes only, and they do not purport to be indicative of the results of
operations that actually would have resulted had the acquisition of NII occurred as of the beginning of 2016, or that may result in the future.
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Item 2 – Management's Discussion and Analysis of Financial Condition and Results of Operations

This Quarterly Report on Form 10-Q includes forward-looking statements that are not statements of historical fact, and may include statements
regarding possible or assumed future results of operations. Forward-looking statements are subject to risks and uncertainties and are based on the beliefs and
assumptions of our management, using information currently available to our management. When we use words such as "believes," "expects," "anticipates,"
"intends," "plans," "estimates," "seeks," "should," "likely," "will," "would," "may," "continue," "could," or similar expressions, we are making forward-looking
statements.

Forward-looking statements are not guarantees of performance. They involve risks, uncertainties, and assumptions. Our future results of operations may
differ materially from those expressed in the forward-looking statements. Many of the important factors that will determine these results and values are beyond
our ability to control or predict. You should not put undue reliance on any forward-looking statements. We undertake no obligation to publicly update any
forward-looking statement, whether as a result of new information, future events, or otherwise. For a discussion of important factors that may cause our actual
results to differ materially from those suggested by the forward-looking statements, you should read carefully the section captioned "Risk Factors" in Part I, Item
1A, of our Annual Report on Form 10-K for the fiscal year ended December 31, 2016 (fiscal 2016), as filed with the Securities and Exchange Commission (SEC)
and subsequent filings with the SEC.

Overview

Company Background

We are a leading global supplier of equipment and critical components used in process industries worldwide. In addition, we manufacture granules made
from papermaking by-products. We have a diverse and large customer base, including most of the world's major paper and oriented strand board (OSB)
manufacturers, and our products, technologies, and services play an integral role in enhancing process efficiency, optimizing energy utilization, and maximizing
productivity in resource-intensive industries. We believe our large installed base provides us with a spare parts and consumables business that yields higher
margins than our capital equipment business. In the first six months of 2017, approximately 66% of our revenue was from the sale of parts and consumables
products.

On April 4, 2016, we acquired all the outstanding shares of RT Holding GmbH, the parent corporation of a group of companies known as the
PAALGROUP (PAAL), for approximately 49.7 million euros, net of cash acquired, or approximately $56.6 million. We paid additional post-closing
consideration of $0.2 million to the sellers in the first six months of 2017. PAAL manufactures balers and related equipment used in the processing of recyclable
and waste materials. This acquisition, which is included in our Papermaking Systems segment's Stock-Preparation product line, broadened our product portfolio
and extended our presence deeper into recycling and waste management. PAAL, headquartered in Germany, also has operations in the United Kingdom, France
and Spain.

Our operations are comprised of two reportable operating segments: Papermaking Systems and Wood Processing Systems, and a separate product line,
Fiber-based Products. Through our Papermaking Systems segment, we develop, manufacture, and market a range of equipment and products for the global
papermaking, paper recycling, recycling and waste management, and other process industries. Through our Wood Processing Systems segment, we develop,
manufacture, and market stranders and related equipment used in the production of OSB, and sell debarking and wood chipping equipment used in the forest
products and the pulp and paper industries. Through this segment, we also provide refurbishment and repair of pulping equipment for the pulp and paper industry.
Through our Fiber-based Products business, we manufacture and sell granules derived from pulp fiber for use as carriers for agricultural, home lawn and garden,
and professional lawn, turf and ornamental applications, as well as for oil and grease absorption.
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Papermaking Systems Segment

Our Papermaking Systems segment consists of the following product lines:

 - Stock-Preparation: custom-engineered systems and equipment, as well as standard individual components, for baling, pulping, de-inking,
screening, cleaning, and refining primarily recyclable fibers; balers and related equipment used in the processing of recyclable and waste
materials; and filtering, recausticizing, and evaporation equipment and systems used in the production of virgin pulp; 

 - Doctoring, Cleaning, & Filtration: doctoring systems and related consumables that continuously clean rolls to keep paper machines running
efficiently; doctor blades made of a variety of materials to perform functions including cleaning, creping, web removal, flaking, and the
application of coatings; profiling systems that control moisture, web curl, and gloss during paper converting; and systems and equipment used to
continuously clean paper machine fabrics and rolls, drain water from pulp mixtures, form the sheet or web, and filter the process water for reuse.
Doctoring and cleaning systems are also used in other industries, such as carbon fiber, textiles and food processing; and

 - Fluid-Handling: rotary joints, precision unions, steam and condensate systems, components, and controls used primarily in the dryer section of
the papermaking process and during the production of corrugated packaging, metals, plastics, rubber, textiles, chemicals, and food.

Wood Processing Systems Segment

Our principal wood-processing products and services include:

 - Stranders: disc and ring stranders and related parts and consumables that cut batch-fed logs into strands for OSB production; 
 - Rotary Debarkers: rotary debarkers and related parts and consumables that employ a combination of mechanical abrasion and log-to-log contact

to efficiently remove bark from logs of all shapes and species;
 - Chippers: disc, drum, and veneer chippers and related parts and consumables that are high quality, robust chipper systems for waste-wood and

whole-log applications found in pulp woodrooms, chip plants, and sawmill and planer mill sites; and
 - Repair: refurbishment and repair of pulping equipment used in the pulp and paper industry.

Fiber-based Products

We produce and sell biodegradable, absorbent granules derived from papermaking by-products for use primarily as carriers for agricultural, home lawn
and garden, and professional lawn, turf and ornamental applications, as well as for oil and grease absorption.

International Sales

During the first six months of 2017 and 2016, approximately 61% and 57%, respectively, of our sales were to customers outside the United States,
principally in Europe and Asia. The increase in the percentage of sales to customers outside the United States in 2017 was primarily due to the acquisition of
PAAL at the beginning of the second quarter of 2016. We generally seek to charge our customers in the same currency in which our operating costs are incurred.
However, our financial performance and competitive position can be affected by currency exchange rate fluctuations affecting the relationship between the U.S.
dollar and foreign currencies. We seek to reduce our exposure to currency fluctuations through the use of forward currency exchange contracts. We may enter into
forward contracts to hedge certain firm purchase and sale commitments denominated in currencies other than our subsidiaries' functional currencies.

Application of Critical Accounting Policies and Estimates

Management's discussion and analysis of financial condition and results of operations is based upon our condensed consolidated financial statements,
which have been prepared in accordance with accounting principles generally accepted in the United States of America (GAAP). The preparation of these
condensed consolidated financial statements requires us to make estimates and assumptions that affect the reported amounts of assets and liabilities, disclosure of
contingent assets and liabilities
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at the date of our condensed consolidated financial statements, and the reported amounts of revenues and expenses during the reporting period. Our actual results
may differ from these estimates under different assumptions or conditions.

Critical accounting policies are defined as those that entail significant judgments and uncertainties, and could potentially result in materially different
results under different assumptions and conditions. We believe that our most critical accounting policies, upon which our financial position depends and which
involve the most complex or subjective decisions or assessments, are those described in "Management's Discussion and Analysis of Financial Condition and
Results of Operations" under the section captioned "Application of Critical Accounting Policies and Estimates" in Part II, Item 7, of our Annual Report on Form
10-K for the fiscal year ended December 31, 2016, filed with the SEC. There have been no material changes to these critical accounting policies since fiscal year-
end 2016 that warrant disclosure.

Industry and Business Outlook

Our products are primarily sold in global process industries and used to produce packaging, tissue, and engineered wood, among other products. In the
second quarter of 2017, approximately 60% of our revenue was from the sale of products that support packaging, tissue, and other paper production, other than
printing and writing and newsprint paper grades. Consumption of packaging, which is primarily comprised of containerboard and boxboard, is driven by many
factors, including regional economic conditions, consumer spending on non-durable goods, demand for food and beverage packaging, and greater urbanization in
developing regions. Consumption of tissue is fairly stable and in the developed world tends to grow with the population. For both tissue and packaging, growth
rates in the developing world are expected to increase as per capita consumption of paper increases with rising standards of living. For balers and related
equipment, demand is generally driven by rising standards of living and population growth, shortage and costs of landfilling, increasing recycling rates, and
environmental regulation. In the second quarter of 2017, 13% of our revenue was related to products that support printing and writing paper grades as well as
newsprint, which have been negatively affected by the development and increased use of digital media. While we expect the decline in the use of printing and
writing and newsprint paper grades to continue due to the use of digital media, we expect global packaging and tissue production to be stable or to increase. In the
second quarter of 2017, 10% of our revenue was from sales to OSB producers who manufacture engineered wood panels for the housing industry. The majority of
OSB demand is in North America, as North American houses are more often constructed of wood compared to other parts of the world. Demand for OSB is tied
to new home construction and remodeling. The remainder of our revenue was from sales to other process industries, which tend to grow with the overall
economy. We expect revenues in our Wood Processing Systems segment to increase by approximately $44 to $46 million in the second half of 2017 due to the
acquisition of NII FPG Company (NII).

Our bookings increased 23% to $120 million in the second quarter of 2017 compared to the second quarter of 2016, primarily due to strong orders for
our stock preparation products in China and Europe, offset in part by a $3.5 million, or 4%, decrease from the unfavorable effects of foreign currency translation.
Our revenue, bookings, and income tend to be variable as demand for our capital equipment is dependent on regional economic conditions and the level of capital
spending by our customers, among other factors. Demand for our parts and consumables products tends to be more predictable. Bookings for our parts and
consumables products were $68 million in the second quarter of 2017, or 57% of total bookings, compared to $65 million, or 66%, in the second quarter of 2016.

The largest and most impactful regional market for our products in the second quarter of 2017 was North America, and we expect this will continue to
be the case for the remainder of 2017. The pulp and paper market in North America tends to be stable. The strength in the U.S. housing market has led to
continued growth in our Wood Processing product line, which we recently expanded with our acquisition in early July of the forest product business of NII. Our
bookings in North America were $48 million in the second quarter of 2017, up 4% compared to the second quarter of 2016 but down 15% sequentially.
According to Resource Information Systems Inc. (RISI) reports, U.S. demand for corrugated boxes remained
relatively strong in 2017 with year-to-date shipments up 3%. As a result, containerboard production in the first half of 2017 increased 3.2% compared to the same
period in 2016 and containerboard mill operating rates were robust at 97% through the first half of 2017. U.S. housing starts in June 2017 were at a seasonally
adjusted annual rate of 1.215 million, or 2.1% above the June 2016 rate, according to the U.S. Census Bureau. Continued growth in housing starts is expected to
have a positive impact on demand for structural wood panels, which includes OSB, and softwood lumber.
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We saw increased business activity in Europe in the second quarter of 2017 compared to the second quarter of 2016. We expect the overall economy to
be stable in Europe for the remainder of 2017, and our markets have shown strength in the first half of the year. Our bookings in Europe were $39 million in the
second quarter of 2017, up 27% compared to $31 million in the second quarter of 2016. Excluding a negative foreign currency translation effect of $2 million,
our bookings in Europe were up 33%. Bookings in Europe included $5 million of orders from customers in Russia, reflecting a $4 million increase compared to
the second quarter of 2016, due to increased demand for our products.

Our bookings in Asia were $27 million in the second quarter of 2017, up 114% compared to the second quarter of 2016, and included a $1 million
decrease from the negative effect of foreign currency translation. The market in Asia continues to be quite strong for both our capital and parts and consumables
products. We saw continued strength in project activity in containerboard grades during the second quarter of 2017, particularly in China, which followed strong
bookings in the first quarter of 2017. The most recent RISI outlook for containerboard demand in China forecasts growth rates of approximately 2.4% to 3.0%
per year for the next few years.

Our bookings in the rest of the world are primarily from South America, and decreased 27% to $6 million in the second quarter of 2017 compared to the
second quarter of 2016. We expect that the ongoing economic recession and political uncertainty in Brazil will continue to have an adverse effect on revenues
from this region.

    
We expect full year 2017 GAAP diluted earnings per share (EPS) of $3.18 to $3.26, revised from our previous guidance of $3.27 to $3.37. This guidance

includes acquisition costs of $4.8 million, or $0.36 per diluted share, and amortization expense associated with acquired profit in inventory and backlog of $7.0
million, or $0.45 per diluted share. For 2017, we expect revenue of $488 to $494 million, revised from our previous guidance of $427 to $437 million. For the
third quarter of 2017, we expect to achieve GAAP diluted EPS of $0.83 to $0.87 on revenue of $139 to $142 million, including $0.02 of acquisition costs and
$0.27 of amortization expense associated with acquired profit in inventory and backlog.

Results of Operations

Second Quarter 2017 Compared With Second Quarter 2016

The following table sets forth our unaudited condensed consolidated statement of income expressed as a percentage of total revenues for the second
fiscal quarters of 2017 and 2016. The results of operations for the fiscal quarter ended July 1, 2017 are not necessarily indicative of the results to be expected for
the full fiscal year.

  Three Months Ended

  
July 1, 
2017  

July 2, 
2016

     
Revenues  100%  100%
     
Costs and Operating Expenses:     

Cost of revenues  52  55
Selling, general, and administrative expenses  36  32
Research and development expenses  2  2

  90  89
Operating Income  10  11
Interest (Expense) Income, Net  —  —
Income Before Provision for Income Taxes  10  11
Provision for Income Taxes  3  3
Net Income  7%  8%
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Revenues

Revenues for the second quarters of 2017 and 2016 are as follows:

  Three Months Ended
  July 1, 

2017
 July 2, 

2016(In thousands)   
Revenues:     

Papermaking Systems  $ 95,731  $ 100,331
Wood Processing Systems  11,393  8,768
Fiber-based Products  3,118  2,729

  $ 110,242  $ 111,828

Papermaking Systems Segment. Revenues decreased $4.6 million, or 5%, to $95.7 million in the second quarter of 2017 from $100.3 million in the
second quarter of 2016, and included a $2.2 million decrease from the unfavorable effect of foreign currency translation. Excluding the unfavorable effect of
foreign currency translation, revenues in our Papermaking Systems segment decreased $2.4 million, or 2%, in the second quarter of 2017 compared to the second
quarter of 2016 due to decreases in demand for our capital equipment at our European, North American, and South American operations. These decreases were
partially offset by an increase in demand for both our capital and parts and consumables products at our Chinese operations.

Wood Processing Systems Segment. Revenues increased $2.6 million, or 30%, to $11.4 million in the second quarter of 2017 from $8.8 million in the
second quarter of 2016, primarily due to increased demand for our products as a result of the strength of the U.S. housing industry. We expect revenues in this
segment to increase significantly by approximately $44.0 to $46.0 million in the second half of 2017 due to the acquisition of NII.

Fiber-based Products. Revenues increased $0.4 million, or 14%, to $3.1 million in the second quarter of 2017 from $2.7 million in the second quarter of
2016, primarily due to increased demand for our biodegradable granular products.

Papermaking Systems Segment by Product Line. The following table presents revenues for our Papermaking Systems segment by product line, the
changes in revenues by product line between the second quarters of 2017 and 2016, and the changes in revenues by product line between the second quarters of
2017 and 2016 excluding the effect of foreign currency translation. The (decrease) increase in revenues excluding the effect of foreign currency translation
represents the (decrease) increase resulting from converting second quarter of 2017 revenues in local currency into U.S. dollars at second quarter of 2016
exchange rates, and then comparing this result to actual revenues in the second quarter of 2016. The presentation of the changes in revenues by product line
excluding the effect of foreign currency translation is a non-GAAP measure. We believe this non-GAAP measure helps investors gain an understanding of our
underlying operations consistent with how management measures and forecasts its performance, especially when comparing such results to prior periods. This
non-GAAP measure should not be considered superior to or a substitute for the corresponding GAAP measure.

  Three Months Ended    
(Decrease)

Increase 
Excluding

Effect of
Foreign

Currency
Translation

 
(In thousands)  

July 1, 
2017  

July 2, 
2016  Decrease  

Papermaking Systems Product Lines:         
Stock-Preparation  $ 46,178  $ 49,641  $ (3,463)  $ (2,253)
Doctoring, Cleaning, & Filtration  27,033  27,580  (547)  54
Fluid-Handling  22,520  23,110  (590)  (155)

  $ 95,731  $ 100,331  $ (4,600)  $ (2,354)
 

Revenues from our Stock-Preparation product line in the second quarter of 2017 decreased $3.5 million, or 7%, compared to the second quarter of 2016,
and included a $1.2 million decrease from the unfavorable effect of foreign currency translation. Excluding the unfavorable effect of foreign currency translation,
revenues in our Stock-Preparation product line decreased $2.3 million, or 5%, primarily due to a decrease in demand for both our parts and consumables products
and capital

29



Table of Contents
KADANT INC.

Results of Operations (continued)

equipment at our North American operations as well as a decrease in demand for our capital equipment at our European operations. These decreases were
partially offset by an increase in demand for both our capital and parts and consumables products at our Chinese operations.

Revenues from our Doctoring, Cleaning, & Filtration product line in the second quarter of 2017 decreased $0.5 million, or 2%, compared to the second
quarter of 2016. Excluding an unfavorable effect of foreign currency translation of $0.6 million, revenues from our Doctoring, Cleaning & Filtration product line
increased $0.1 million compared to the second quarter of 2016, as an increase in demand for our parts and consumables products was largely offset by a decrease
in demand for our capital equipment at our South American operations. Revenues from our Fluid-Handling product line in the second quarter of 2017 decreased
$0.6 million, or 3%, compared to the second quarter of 2016. Excluding an unfavorable effect of foreign currency translation of $0.4 million, revenues from our
Fluid-Handling product line decreased $0.2 million compared to the second quarter of 2016.

Gross Profit Margin

Gross margins for the second quarters of 2017 and 2016 are as follows:

  Three Months Ended

  
July 1, 
2017  

July 2, 
2016

Gross Profit Margin:     
Papermaking Systems  48.1%  44.6%
Wood Processing Systems  45.0  46.6
Fiber-based Products  52.3  54.0

  47.9%  44.9%

Papermaking Systems Segment. The gross profit margin in our Papermaking Systems segment increased to 48.1% in the second quarter of 2017 from
44.6% in the second quarter of 2016 due to higher gross profit margins on both our capital and parts and consumables products and, to a lesser extent, an increase
in the proportion of higher-margin parts and consumables revenues. We expect our gross profit margin in this segment to decrease in the second half of 2017 due
to an increase in the proportion of lower-margin capital revenues from a significant increase in the shipment of capital orders.

Wood Processing Systems Segment. The gross profit margin in our Wood Processing Systems segment decreased to 45.0% in the second quarter of 2017
from 46.6% in the second quarter of 2016 due to a change in product mix to an increased proportion of lower-margin capital revenues compared to the second
quarter of 2016. We expect our gross profit margin in this segment to decrease in the second half of 2017 due to the amortization of acquired profit in inventory
related to the NII acquisition.

Fiber-based Products. The gross profit margin in our Fiber-based Products business decreased to 52.3% in the second quarter of 2017 from 54.0% in the
second quarter of 2016 due to lower margins on our biodegradable granular products resulting from lower inventory absorption due to decreased inventory levels
in the 2017 period.

Operating Expenses

Selling, general, and administrative (SG&A) expenses as a percentage of revenues were 36% in the second quarter of 2017 as compared with 32% in the
second quarter of 2016. SG&A expenses increased $3.1 million, or 9%, to $39.2 million in the second quarter of 2017 from $36.1 million in the second quarter of
2016, primarily due to $3.8 million of incremental acquisition-related expenses in 2017, offset in part by a $0.7 million decrease from the favorable effect of
foreign currency translation.

Total stock-based compensation expense was $1.4 million and $1.3 million in the second quarters of 2017 and 2016, respectively, and is included in
SG&A expenses in the accompanying condensed consolidated statement of income.

Research and development (R&D) expenses were $2.2 million and $1.9 million in the second quarters of 2017 and 2016, respectively, and represented
2% of revenues in both periods.
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Interest Expense

Interest expense was $0.4 million and $0.3 million in the second quarters of 2017 and 2016, respectively. We expect interest expense to increase
significantly in the second half of 2017 due to an additional $170.0 million in borrowings related to the acquisition of NII.

Provision for Income Taxes

Our provision for income taxes was $3.0 million and $3.5 million in the second quarters of 2017 and 2016, respectively, and represented 26% and 29%
of pre-tax income. The effective tax rate of 26% in the second quarter of 2017 was lower than our statutory tax rate primarily due to the distribution of our
worldwide earnings, offset in part by an increase in tax related to non-deductible expenses, unrecognized tax benefits, and the U.S. tax cost of foreign operations.
The effective tax rate of 29% in the second quarter of 2016 was lower than our statutory tax rate primarily due to the distribution of our worldwide earnings,
offset in part by an increase in tax related to non-deductible expenses and state taxes.

Net Income

Net income decreased $0.2 million to $8.2 million in the second quarter of 2017 from $8.4 million in the second quarter of 2016 due to a $0.8 million
decrease in operating income that was partially offset by a $0.6 million decrease in income taxes (see Revenues, Gross Profit Margin, Operating Expenses, and
Provision for Income Taxes discussed above).

First Six Months 2017 Compared With First Six Months 2016

The following table sets forth our unaudited condensed consolidated statement of income expressed as a percentage of total revenues for the first six
months of 2017 and 2016. The results of operations for the first six months of 2017 are not necessarily indicative of the results to be expected for the full fiscal
year.

  Six Months Ended

  
July 1, 
2017  

July 2, 
2016

     

Revenues  100%  100%
     

Costs and Operating Expenses:     
Cost of revenues  52  55
Selling, general, and administrative expenses  35  33
Research and development expenses  2  2
Other income  —  —

  89  90
Operating Income  11  10
Interest (Expense) Income, Net  —  —
Income Before Provision for Income Taxes  11  10
Provision for Income Taxes  3  3
Net Income  8%  7%
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Revenues

Revenues for the first six months of 2017 and 2016 are as follows:

  Six Months Ended
  July 1, 

2017
 July 2, 

2016(In thousands)   
Revenues:     

Papermaking Systems  $ 184,281  $ 184,358
Wood Processing Systems  21,336  17,475
Fiber-based Products  7,482  6,533

  $ 213,099  $ 208,366

Papermaking Systems Segment. Revenues decreased $0.1 million to $184.3 million in the first six months of 2017 from $184.4 million in the first six
months of 2016, including an incremental $13.3 million in first quarter 2017 revenues from PAAL, which was acquired in April 2016, that were offset in part by
a $3.6 million decrease from the unfavorable effect of foreign currency translation. Excluding the incremental PAAL revenues and unfavorable foreign currency
translation effect, revenues in our Papermaking Systems segment decreased $9.8 million, or 5%, primarily due to decreased demand for both our capital and parts
and consumables products at our North American operations, which was partially offset by increased demand for our parts and consumables products at our
Chinese operations.

Wood Processing Systems Segment. Revenues increased $3.8 million, or 22%, to $21.3 million in the first six months of 2017 from $17.5 million in the
first six months of 2016, including a decrease of $0.2 million from the unfavorable effect of foreign currency translation. Excluding the unfavorable effect of
foreign currency translation, revenues in our Wood Processing Systems segment increased $4.0 million, or 23%, primarily due to increased demand for our parts
and consumables products due to continued strength in the U.S. housing industry. We expect revenues in this segment to increase by approximately $44.0 to
$46.0 million in the second half of 2017 due to the acquisition of NII.

Fiber-based Products. Revenues increased $1.0 million, or 15%, to $7.5 million in the first six months of 2017 from $6.5 million in the first six months
of 2016, primarily due to increased demand for our biodegradable granular products.

Papermaking Systems Segment by Product Line. The following table presents revenues for our Papermaking Systems segment by product line, the
changes in revenues by product line between the first six months of 2017 and 2016, and the changes in revenues by product line between the first six months of
2017 and 2016 excluding the effect of foreign currency translation. The increase in revenues excluding the effect of foreign currency translation represents the
increase resulting from converting the first six months of 2017 revenues in local currency into U.S. dollars at the first six months of 2016 exchange rates, and
then comparing this result to actual revenues in the first six months of 2016. The presentation of the changes in revenues by product line excluding the effect of
foreign currency translation and an acquisition is a non-GAAP measure. We believe this non-GAAP measure helps investors gain an understanding of our
underlying operations consistent with how management measures and forecasts its performance, especially when comparing such results to prior periods. This
non-GAAP measure should not be considered superior to or a substitute for the corresponding GAAP measure.

 
 Six Months Ended    

Increase 
Excluding

Effect of Foreign
Currency

Translation
 
(In thousands)  

July 1, 
2017  

July 2, 
2016  

 (Decrease)
Increase  

Papermaking Systems Product Lines:         
Stock-Preparation  $ 87,331  $ 88,059  $ (728)  $ 1,008
Doctoring, Cleaning, & Filtration  52,383  51,419  964  2,167
Fluid-Handling  44,567  44,880  (313)  357

  $ 184,281  $ 184,358  $ (77)  $ 3,532
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Revenues from our Stock-Preparation product line in the first six months of 2017 decreased $0.7 million, or 1%, compared to the first six months of
2016, including an incremental $13.3 million in first quarter 2017 revenues from PAAL, which was acquired in April 2016, that were offset in part by a $1.7
million decrease from the unfavorable effect of foreign currency translation. Excluding the incremental PAAL revenues and unfavorable effect of foreign
currency translation, revenues from our Stock-Preparation product line decreased $12.3 million, or 14%, compared to the first six months of 2016, primarily due
to decreases in demand for both our capital and parts and consumables products at our North American operations and our capital equipment at our European
operations. These decreases were partially offset by an increase in demand for both our capital and parts and consumables products at our Chinese operations.
Revenues from our Doctoring, Cleaning, & Filtration product line in the first six months of 2017 increased $1.0 million, or 2%, including a $1.2 million decrease
from the unfavorable effect of foreign currency translation. Excluding the unfavorable effect of foreign currency translation, revenues from our Doctoring,
Cleaning, & Filtration product line increased $2.2 million, or 4%, compared to the first six months of 2016 due to increased demand for our products at our
European and North American operations, offset in part by decreased demand for our products at our South American and Chinese operations. Revenues from
our Fluid-Handling product line in the first six months of 2017 decreased $0.3 million, or 1%, compared to the first six months of 2016, including a $0.7 million
decrease from the unfavorable effect of foreign currency translation. Excluding the unfavorable effect of foreign currency translation, revenues from our Fluid-
Handling product line increased $0.4 million.

Gross Profit Margin

Gross profit margins for the first six months of 2017 and 2016 are as follows:

  Six Months Ended

  
July 1, 
2017  

July 2, 
2016

Gross Profit Margin:     
Papermaking Systems  48.0%  45.5%
Wood Processing Systems  43.6  39.8
Fiber-based Products  53.9  52.6

  47.8%  45.2%

Papermaking Systems Segment. The gross profit margin in our Papermaking Systems segment increased to 48.0% in the first six months of 2017 from
45.5% in the first six months of 2016. This increase was primarily due to higher gross profit margins on our parts and consumables products and an increase in
the proportion of higher-margin parts and consumables revenues. We expect our gross profit margin in this segment to decrease in the second half of 2017 due to
an increase in the proportion of lower-margin capital revenues from a significant increase in the shipment of capital orders.

Wood Processing Systems Segment. The gross profit margin in our Wood Processing Systems segment increased to 43.6% in the first six months of 2017
from 39.8% in the first six months of 2016 primarily due to higher gross profit margins on our capital equipment. We expect our gross profit margin in this
segment to decrease in the second half of 2017 primarily due to the amortization of acquired profit in inventory related to the NII acquisition.

Fiber-based Products. The gross profit margin in our Fiber-based Products business increased to 53.9% in the first six months of 2017 from 52.6% in
the first six months of 2016, primarily due to increased manufacturing efficiency related to higher production and sales volumes.

Operating Expenses

SG&A expenses as a percentage of revenues were 35% and 33% in the first six months of 2017 and 2016, respectively. SG&A expenses increased $5.4
million, or 8%, to $74.0 million in the first six months of 2017 from $68.6 million in the first six months of 2016, principally due to an incremental $3.1 million
of first quarter 2017 SG&A expenses from PAAL, which was acquired in April 2016, and $2.8 million of incremental acquisition-related expenses. These
increases were offset in part by a $1.2 million decrease from the favorable effect of foreign currency translation.

Total stock-based compensation expense was $2.7 million and $2.6 million in the first six months of 2017 and 2016, respectively, and is included in
SG&A expenses in the accompanying condensed consolidated statement of income.
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Research and development expenses were $4.4 million and $3.6 million in the first six months of 2017 and 2016, respectively, and represented 2% of
revenues in both periods.

Other Income

Other income in the first six months of 2016 represents a pre-tax gain of $0.3 million related to the sale of real estate in Sweden for cash proceeds of
$0.4 million.

Interest Income

Interest income increased $0.1 million to $0.2 million in the first six months of 2017 from $0.1 million in the first six months of 2016 due to higher
average invested balances in the first six months of 2017.

Interest Expense

Interest expense was $0.7 million and $0.6 million in the first six months of 2017 and the first six months of 2016, respectively. We expect interest
expense to increase significantly in the second half of 2017 due to an additional $170.0 million in borrowings related to the acquisition of NII.

Provision for Income Taxes

Our provision for income taxes was $5.7 million and $6.4 million in the first six months of 2017 and 2016, respectively, and represented 25% and 29%
of pre-tax income. The effective tax rate of 25% in the first six months of 2017 was lower than our statutory tax rate primarily due to the distribution of our
worldwide earnings and the net excess income tax benefits from stock-based compensation arrangements, offset in part by an increase in tax related to non-
deductible expenses and unrecognized tax benefits. The effective tax rate of 29% in the first six months of 2016 was lower than our statutory tax rate primarily
due to the distribution of our worldwide earnings and the net excess income tax benefits from stock-based compensation arrangements. These items were offset in
part by an increase in tax related to non-deductible expenses and state taxes.

Net Income

Net income increased $1.9 million to $17.3 million in the first six months of 2017 compared to $15.4 million in the first six months of 2016 due to a
$1.2 million increase in our operating income and a $0.7 million decrease in our provision for income taxes (see Revenues, Gross Profit Margin, Operating
Expenses, and Provision for Income Taxes discussed above).

Recent Accounting Pronouncements

Revenue from Contracts with Customers (Topic 606), Section A-Summary and Amendments That Create Revenue from Contracts with Customers (Topic
606) and Other Assets and Deferred Costs-Contracts with Customers (Subtopic 340-40). In May 2014, the Financial Accounting Standards Board (FASB) issued
Accounting Standards Update (ASU) No. 2014-09, which requires an entity to recognize the amount of revenue to which it expects to be entitled for the transfer
of promised goods or services to customers. The new guidance provides a five-step analysis of transactions to determine when and how revenue is recognized.
The ASU will replace most existing revenue recognition guidance in GAAP when it becomes effective. In March 2016, the FASB issued ASU No. 2016-08,
which further clarifies the guidance on the principal versus agent considerations within ASU No. 2014-09. In April 2016, the FASB issued ASU No. 2016-10 to
expand the guidance on identifying performance obligations and licensing within ASU 2014-09. In May 2016, the FASB issued ASU No. 2016-11, which
rescinds certain previously-issued guidance, including, among other items, guidance relating to accounting for shipping and handling fees and freight services
effective upon adoption of ASU No. 2014-09. Also in May 2016, the FASB issued ASU No. 2016-12, which narrowly amended the revenue recognition guidance
regarding collectability, noncash consideration, presentation of sales tax and transition. In December 2016, the FASB issued ASU No. 2016-20, which clarifies
narrow aspects of Topic 606 and corrects unintended application of the guidance. These new ASUs are effective for us beginning in fiscal 2018. Early adoption is
permitted in fiscal 2017.

We are continuing to assess the potential effects of these ASUs on our condensed consolidated financial statements, business processes, systems and
controls. We are analyzing our current contracts and comparing our current accounting policies and practices pertaining to revenue recognition to those required
under the new ASUs to identify potential differences. Based on procedures performed to date, we have identified certain contracts that would likely be impacted
by applying the new revenue

34



Table of Contents
KADANT INC.

Results of Operations (continued)

standard. These include contracts that are currently accounted for under the completed-contract method of accounting and contracts for products that are specific
to the customer's requirements. We recognize revenue for long-term contracts under the completed-contract method of accounting when the contract is
substantially complete, the product is delivered and, if applicable, customer acceptance criteria is met. Contracts that contain customer-specific components and
do not meet the requirements for percentage of completion method of accounting are accounted for when the risks and rewards of ownership have transferred,
provided all other revenue recognition criteria are met. Under the new guidance, revenue related to such contracts will be accelerated if the "over time" criteria
are met.

We are still in the process of evaluating these contracts and other types of contracts and quantifying the expected impact that the standard will have on
our financial statements and related disclosures. While the assessment process is ongoing, we currently anticipate adopting these ASUs using the modified
retrospective transition approach. Under this approach, this guidance would apply to all new contracts initiated in fiscal 2018. For existing contracts that have
remaining obligations as of the beginning of fiscal 2018, any difference between the recognition criteria in these ASUs and our current revenue recognition
practices would be recognized using a cumulative effect adjustment to the opening balance of retained earnings. The amount of this adjustment is yet to be
determined and will be impacted by many factors including the number and value of contracts in
progress at the transition date, the nature and composition of contracts in progress at the transition date, the terms of the respective contracts in progress at the
transition date and the relevant accounting conclusions on each of these contracts in progress at the transition date. We are also in the process of developing and
implementing appropriate changes to our business processes, systems and controls to support the recognition criteria and disclosure requirements of these ASUs.

See Note 1, under the heading “Recent Accounting Pronouncements,” to our condensed consolidated financial statements included in this Quarterly
Report on Form 10-Q for more information on recently implemented and issued accounting standards.

Liquidity and Capital Resources

Consolidated working capital was $135.8 million at July 1, 2017, compared with $118.4 million at December 31, 2016. Included in working capital were
cash and cash equivalents of $85.8 million at July 1, 2017, compared with $71.5 million at December 31, 2016. At July 1, 2017, $82.0 million of cash and cash
equivalents was held by our foreign subsidiaries.

First Six Months of 2017

Our operating activities provided cash of $25.4 million in the first six months of 2017. Working capital used cash of $6.1 million for inventories
primarily related to purchases associated with the expected shipment of Stock-Preparation capital orders in the second half of 2017 and $3.0 million in unbilled
costs and fees primarily in our Stock-Preparation product line. To a lesser extent, cash of $2.7 million was used to fund increases in other current assets largely
related to prepayments for raw material and an increase in refundable income taxes. Partially offsetting these uses of cash were increases of $6.0 million in other
current liabilities primarily related to an increase in customer deposits connected with large orders in our Stock-Preparation and Wood Processing product lines
and $3.4 million in accounts payable related in part to purchases of inventory.

Our investing activities used cash of $3.6 million in the first six months of 2017, primarily related to purchases of property, plant, and equipment.

Our financing activities used cash of $11.1 million in the first six months of 2017. We received cash proceeds of $8.0 million from borrowings under our
unsecured revolving credit facility (2017 Credit Agreement), which were more than offset by $11.2 million used for principal payments on our outstanding debt
obligations, $4.4 million used for cash dividends paid to stockholders, $2.2 million used for tax withholding payments related to stock-based compensation, and
$1.1 million used for the payment of debt issuance costs.

First Six Months of 2016

Our operating activities provided cash of $19.2 million in the first six months of 2016. Working capital used cash of $8.7 million for other current
liabilities primarily related to incentive compensation and income tax payments and $2.5 million for inventory related to orders shipped in the latter part of 2016.
These uses of cash were offset in part by $3.7 million of cash provided by a decrease in accounts receivable.
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Our investing activities used cash of $58.0 million in the first six months of 2016 primarily related to the acquisition of PAAL for approximately $56.6

million in cash, net of cash acquired. In addition, we used $1.7 million for purchases of property, plant and equipment in the first six months of 2016.

                Our financing activities provided cash of $28.5 million in the first six months of 2016. We received cash proceeds of $46.0 million from borrowings
under our previous unsecured revolving credit facility, of which $29.9 million was used to fund the PAAL acquisition, and $1.4 million from the issuance of our
common stock. These sources of cash were offset in part by $12.3 million used for principal payments on our outstanding debt obligations, of which $5.3 million
was used to repay the remaining principal balance on our commercial real estate loan, $3.9 million used for cash dividends paid to stockholders and $2.4 million
used for tax withholding payments related to stock-based compensation. In addition, we paid $1.1 million of contingent consideration in the first six months of
2016 related to a prior period acquisition.

Additional Liquidity and Capital Resources

On May 18, 2016, our board of directors approved the repurchase by us of up to $20 million of our equity securities during the period from May 18,
2016 to May 18, 2017. On May 17, 2017, our board of directors approved the repurchase by us of up to an additional $20 million of our equity securities during
the period from May 17, 2017 to May 17, 2018. We did not purchase any shares of our common stock under either of these authorizations in the first six months
of 2017.

We paid quarterly cash dividends totaling $4.4 million in the first six months of 2017. On May 17, 2017, we declared a quarterly cash dividend of $0.21
per outstanding share of our common stock, which will be paid on August 10, 2017. Future declarations of dividends are subject to our board of directors'
approval and may be adjusted as business needs or market conditions change. The declaration of cash dividends is subject to our compliance with the
consolidated leverage ratio contained in our 2017 Credit Agreement.

It is our intent to reinvest indefinitely the earnings of our international subsidiaries in order to support the current and future capital needs of their
operations. We do not anticipate the need to repatriate funds to the United States to satisfy domestic liquidity needs arising in the ordinary course of business.
Through July 1, 2017, we have not provided for U.S. income taxes on approximately $211.0 million of unremitted foreign earnings. The U.S. tax cost has not
been determined due to the fact that it is not practicable to estimate at this time. The related foreign tax withholding, which would be required if we were to remit
the foreign earnings to the U.S., would be approximately $4.5 million.

On July 5, 2017, we acquired the forest products business of NII pursuant to a Stock and Asset Purchase Agreement dated May 24, 2017, for
approximately $173.0 million, net of cash acquired, subject to a post-closing adjustment. NII is a global leader in the design and manufacture of equipment used
by sawmills, veneer mills, and other manufacturers in the forest products industry. NII also designs and manufactures harvesting equipment used in cutting,
gathering, and removing timber from forest plantations. This acquisition extends our presence deeper into the forest products industry and complements our
existing Wood Processing Systems segment.

We plan to make expenditures of approximately $16.0 to $17.0 million during the remainder of 2017 for property, plant, and equipment, which includes
approximately $11.0 million related to a facility project. We anticipate funding this project through borrowings available under our 2017 Credit Agreement.

In the future, our liquidity position will be primarily affected by the level of cash flows from operations, cash paid to satisfy debt repayments, capital
projects, dividends, stock repurchases, or acquisitions. We believe that our existing resources, together with the cash available from our credit facilities and the
cash we expect to generate from operations, will be sufficient to meet the capital requirements of our current operations for the foreseeable future.

Revolving Credit Facility

On March 1, 2017, we entered into the 2017 Credit Agreement, which became effective on March 2, 2017. The 2017 Credit Agreement is a five-year
unsecured multi-currency revolving credit facility in the aggregate principal amount of up to $200 million. On May 24, 2017, we entered into a first amendment
and limited consent (First Amendment) which increased the revolving loan commitment to $300 million. The 2017 Credit Agreement also included an
uncommitted unsecured incremental borrowing facility of up to an additional $100 million. The principal on any borrowings made under the 2017 Credit
Agreement is due on March 1, 2022. Borrowing may be denominated in U.S. dollars or certain foreign currencies, as defined in the 2017

36



Table of Contents
KADANT INC.

Liquidity and Capital Resources (continued)

Credit Agreement. Interest on any loans outstanding under the 2017 Credit Agreement accrues and generally is payable quarterly in arrears at one of the
following rates selected by us: (i) the Base Rate, calculated as the highest of (a) the federal funds rate plus 0.50%, (b) the prime rate as published by Citizens
Bank, and (c) the thirty-day London Inter-Bank Offered Rate (LIBOR) rate, as defined, plus 0.50%; or (ii) the LIBOR rate (with a zero percent floor), as defined,
plus an applicable margin of 1% to 2%. The applicable margin is determined based upon the ratio of our total debt, net of certain cash, as defined, to earnings
before interest, taxes, depreciation, and amortization (EBITDA), as defined in the 2017 Credit Agreement. For this purpose, total debt net of certain cash is
defined as total debt less the sum of (i) unrestricted U.S. cash, and (ii) 65% of unrestricted cash outside of the United States, but no more than an aggregate
amount of $30 million. Contemporaneously with the execution of the 2017 Credit Agreement, we borrowed $42.0 million and 26.3 million euros under the 2017
Credit Agreement and applied the proceeds to pay off the previous credit facility.

As of July 1, 2017, the outstanding balance under the 2017 Credit Agreement was $60.7 million, of which $25.7 million was a euro-denominated
borrowing used to fund the PAAL acquisition. We had $239.8 million of borrowing capacity available under the committed portion of the 2017 Credit
Agreement, which is calculated by translating our foreign-denominated borrowings using transaction date foreign exchange rates.

Subsequent to the end of the quarter, we borrowed an aggregate $170.0 million under the 2017 Credit Agreement, of which $62.7 million was Canadian
dollar-denominated and $61.8 million was euro-denominated, which was used to fund the acquisition of NII. Under the First Amendment, the lenders agreed to
certain limited funding conditions under the 2017 Credit Agreement in connection with the closing of the NII acquisition.

Our obligations under the 2017 Credit Agreement may be accelerated upon the occurrence of an event of default under the 2017 Credit Agreement,
which includes customary events of default including, without limitation, payment defaults, defaults in the performance of affirmative and negative covenants,
the inaccuracy of representations or warranties, bankruptcy- and insolvency-related defaults, defaults relating to such matters as the Employment Retirement
Income Security Act (ERISA), unsatisfied judgments, the failure to pay certain indebtedness, and a change of control default. In addition, the 2017 Credit
Agreement contains negative covenants applicable to us, including financial covenants requiring us to comply with a maximum consolidated leverage ratio of 3.5
to 1, a minimum consolidated interest coverage ratio of 3 to 1, and restrictions on liens, indebtedness, fundamental changes, dispositions of property, making
certain restricted payments (including dividends and stock repurchases), investments, transactions with affiliates, sale and leaseback transactions, swap
agreements, changing our fiscal year, arrangements affecting subsidiary distributions, entering into new lines of business, and certain actions related to a
discontinued operation. As of July 1, 2017, we were in compliance with these covenants.

Loans under the 2017 Credit Agreement are guaranteed by certain of our domestic subsidiaries pursuant to an Amended and Restated Guarantee
Agreement, dated as of March 1, 2017. In addition, one of our foreign subsidiaries entered into a Guarantee Agreement limited to certain obligations of two
foreign subsidiary borrowers pursuant to a Guarantee Agreement, dated as of March 1, 2017.

Obligations Under Capital Lease

In connection with the acquisition of PAAL, we assumed a sale and leaseback financing arrangement for PAAL's facility in Germany. Under this
arrangement, the quarterly lease payment includes principal and interest based on an interest rate which is reset, from time to time, to prevailing short-term
borrowing rates in Germany. The interest rate at July 1, 2017 was 1.70%. The lease arrangement includes a net fixed price purchase option of $1.5 million at the
end of the lease term in 2022. At July 1, 2017, $4.4 million was outstanding under this capital lease obligation.

Interest Rate Swap Agreement

On January 16, 2015, we entered into a swap agreement (2015 Swap Agreement) to hedge our exposure to movements in the three-month LIBOR rate
on future outstanding debt. The 2015 Swap Agreement expires on March 27, 2020, and has a $10 million notional value. Under the 2015 Swap Agreement, on a
quarterly basis we receive a three-month LIBOR rate and pay a fixed rate of interest of 1.50% plus an applicable margin.

As of July 1, 2017, the 2015 Swap Agreement had an unrealized gain of $48,000. We believe that any credit risk associated with the swap agreement is
remote based on our financial position and the creditworthiness of the financial institution that issued the 2015 Swap Agreement.
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The counterparty to the 2015 Swap Agreement could demand an early termination of the 2015 Swap Agreement if we are in default under the 2017
Credit Agreement, or any agreement that amends or replaces the 2017 Credit Agreement in which the counterparty is a member, and we are unable to cure the
default. An event of default under the 2017 Credit Agreement includes customary events of default and failure to comply with financial covenants, including a
maximum consolidated leverage ratio of 3.5 to 1 and a minimum consolidated interest coverage ratio of 3 to 1. The unrealized gain of $48,000 associated with the
2015 Swap Agreement as of July 1, 2017 represents the estimated amount that we would receive from the counterparty in the event of an early termination.

Item 3 – Quantitative and Qualitative Disclosures About Market Risk

Our exposure to market risk from changes in interest rates and foreign currency exchange rates has not changed materially from our exposure at fiscal
year-end 2016 as disclosed in Item 7A of our Annual Report on Form 10-K for the fiscal year ended December 31, 2016, filed with the SEC.

Item 4 – Controls and Procedures

(a)        Evaluation of Disclosure Controls and Procedures

Our management, under the supervision and with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated the
effectiveness of our disclosure controls and procedures as of July 1, 2017. The term "disclosure controls and procedures," as defined in Securities Exchange Act
Rules 13a-15(e) and 15d-15(e), means controls and other procedures of a company that are designed to ensure that information required to be disclosed by the
company in the reports that it files or submits under the Exchange Act is recorded, processed, summarized, and reported, within the time periods specified in the
SEC's rules and forms. Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure that information required to be
disclosed by a company in the reports that it files or submits under the Exchange Act is accumulated and communicated to the company's management, including
its principal executive and principal financial officers, as appropriate to allow timely decisions regarding required disclosure. Management recognizes that any
controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving their objectives and management
necessarily applies its judgment in evaluating the cost-benefit relationship of possible controls and procedures. Based upon the evaluation of our disclosure
controls and procedures as of July 1, 2017, our Chief Executive Officer and Chief Financial Officer concluded that as of July 1, 2017, our disclosure controls and
procedures were effective at the reasonable assurance level.

(b)        Changes in Internal Control over Financial Reporting

There have not been any changes in our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the Securities
Exchange Act of 1934, as amended) during the fiscal quarter ended July 1, 2017 that have materially affected, or are reasonably likely to materially affect, our
internal control over financial reporting.
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Item 1A – Risk Factors

Except for the risk factor shown below, there have no material changes from the risk factors disclosed in Part I, Item 1A of the Company’s Annual
Report on Form 10-K for the fiscal year ended December 31, 2016, filed with the SEC.

Our recent acquisition of the forest products business of NII FPG Company increases the risk that our results of operations may be adversely affected by changes
in governmental regulations and policies, including restraints on international trade, particularly as to Russia.

We have previously disclosed that operating globally subjects us to changes in government regulations and policies in multiple jurisdictions around the
world, including those related to tariffs and trade barriers, taxation, exchange controls and political risks. Changes in governmental policies, political unrest,
economic sanctions, trade embargoes, or other adverse trade regulations can negatively impact our business. Our sales to customers in Russia and other parts of
Europe will increase as a result of our recent acquisition of NII. In August 2017, the United States imposed new trade sanctions against certain persons in Russia,
in addition to those previously imposed in 2014. In response, Russia may impose trade sanctions that could affect U.S.-owned businesses. The imposition of trade
sanctions may make it generally more difficult to do business in Russia and cause delays or prevent shipment of products or services performed by our personnel,
or to receive payment for products or services. Our recent acquisition subjects us to additional risk that such restrictions could have a material adverse impact on
our business and operating results going forward.

Item 6 – Exhibits

See Exhibit Index on the page immediately preceding the exhibits.
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SIGNATURE

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 as of the 9th day of August, 2017.

 KADANT INC.
  
 /s/ Michael J. McKenney
 Michael J. McKenney
 Senior Vice President and Chief Financial Officer
 (Principal Financial Officer)
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EXHIBIT INDEX

Exhibit Number   
 Description of Exhibit

   

2.1

 

Stock and Asset Purchase Agreement by and among the Registrant, Kadant Northern U.S. LLC, Kadant Canada Corp., Kadant
Northern UK Co. Ltd., Kadant Johnson Europe B.V., NII FPG Company, Nicholson Intellectual Property, Inc., Cascade Natural
Resources, Inc. and Northern Industrial, Inc. dated as of May 24, 2017.

   

10.1

 

First Amendment and Limited Consent to the Amended and Restated Credit Agreement dated as of May 24, 2017, among
Kadant Inc., the Foreign Subsidiary Borrowers from time to time parties thereto, the several banks and other financial
institutions or entities from time to time parties thereto, RBS Citizens, N.A., as Administrative Agent and Multi-currency
Administrative Agent.

   

10.2  Cash Incentive Plan of the Registrant effective as of May 17, 2017.
   

10.3  Amended and Restated 2006 Equity Incentive Plan of the Registrant effective as of May 17, 2017.
   

31.1  Certification of the Principal Executive Officer of the Registrant Pursuant to Rule 13a-14(a) and Rule 15d-14(a) of the
Securities Exchange Act of 1934, as amended.

   
31.2  Certification of the Principal Financial Officer of the Registrant Pursuant to Rule 13a-14(a) and Rule 15d-14(a) of the Securities

Exchange Act of 1934, as amended.
   

32  Certification of the Chief Executive Officer and the Chief Financial Officer of the Registrant Pursuant to 18 U.S.C. Section
1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

   
101.INS  XBRL Instance Document.*

   
101.SCH  XBRL Taxonomy Extension Schema Document.*

   
101.CAL  XBRL Taxonomy Calculation Linkbase Document.*

   
101.LAB  XBRL Taxonomy Label Linkbase Document.*

   
101.PRE  XBRL Taxonomy Presentation Linkbase Document.*

   
101.DEF  XBRL Taxonomy Definition Linkbase Document.*

* Submitted electronically herewith.

(1) The schedules to this document have been omitted from this filing pursuant to Item 601(b)(2) of Regulation S-K. The Company will furnish copies of any of
the schedules to the U.S. Securities and Exchange Commission upon request.

Attached as Exhibit 101 to this report are the following formatted in XBRL (Extensible Business Reporting Language): (i) Condensed Consolidated Balance
Sheet at July 1, 2017 and December 31, 2016, (ii) Condensed Consolidated Statement of Income for the three and six months ended July 1, 2017 and July 2,
2016, (iii) Condensed Consolidated Statement of Comprehensive Income for the three and six months ended July 1, 2017 and July 2, 2016, (iv) Condensed
Consolidated Statement of Cash Flows for the six months ended July 1, 2017 and July 2, 2016, (v) Condensed Consolidated Statement of Stockholders' Equity
for the six months ended July 1, 2017 and July 2, 2016, and (vi) Notes to Condensed Consolidated Financial Statements.

41



EXECUTION COPY

Exhibit 2.1

STOCK AND ASSET PURCHASE AGREEMENT 
 

by and among 
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KADANT NORTHERN U.S. LLC

KADANT CANADA CORP.,
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NII FPG COMPANY,

NICHOLSON INTELLECTUAL PROPERTY, INC.,

CASCADE NATURAL RESOURCES, INC.

and

NORTHERN INDUSTRIAL, INC.

Dated as of May 24, 2017
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STOCK AND ASSET PURCHASE AGREEMENT

THIS STOCK AND ASSET PURCHASE AGREEMENT (this “Agreement”) is made and entered into as of May 24, 2017, by and among
Kadant Inc., a Delaware corporation (“Kadant Parent”), Kadant Northern U.S. LLC, a Delaware limited liability company (“Kadant US”), Kadant
Canada Corp., a Nova Scotia unlimited liability company (“Kadant Canada”), Kadant Northern UK Co. Ltd., a company organized under the laws
of England and Wales (“Kadant UK”), Kadant Johnson Europe B.V., a Dutch private limited liability company (“Kadant Europe” and, collectively
with Kadant US, Kadant Canada and Kadant UK, the “Buyers”, and each, a “Buyer”), NII FPG Company, a Washington corporation (“NII”),
Nicholson Intellectual Property, Inc., a Washington corporation (“IPCo” and, collectively with NII, the “Sellers”, and each, a “Seller”), Cascade
Natural Resources, Inc., a Washington corporation (“Cascade”), and Northern Industrial, Inc., a Washington corporation (“NI” and, collectively
with Cascade, the “Seller Guarantors”, and each, a “Seller Guarantor”). The Buyers, the Sellers, Kadant Parent and the Seller Guarantors are
sometimes each referred to herein as a “Party” and collectively as the “Parties.”

WHEREAS NII owns all of the issued and outstanding capital stock of each of (a) Nicholson Manufacturing Company, a Washington
corporation (“NMC”, and such capital stock, the “NMC Shares”), (b) VK North America, Inc., a Washington corporation (“VKNA”, and such
capital stock, the “VKNA Shares”), (c) Nicholson Manufacturing Ltd., a corporation organized under the laws of British Columbia (“NML”, and
such capital stock, the “NML Shares”), and (d) Valon Kone OY, a corporation organized under the laws of Finland (“VKOY”, and such capital
stock, the “VKOY Shares”);

WHEREAS NII owns 99.95% of the issued and outstanding capital stock of Nicholson N.V./S.A., a corporation organized under the laws
of Belgium (“VNB” and, collectively with NMC, VKNA, NML and VKOY, the “Company Group”; and such capital stock, the “VNB Shares”,
and, collectively with the NMC Shares, the VKNA Shares, the NML Shares and the VKOY Shares, the “Shares”), and NMC owns the remaining
0.05%;

WHEREAS Kadant US, Kadant Canada, Kadant UK and Kadant Europe are direct or indirect wholly owned subsidiaries of Kadant Inc.;

WHEREAS the entities that constitute the Company Group are indirect wholly owned subsidiaries of Cascade;

WHEREAS each of Cascade and IPCo is a direct wholly owned subsidiary of NI;

WHEREAS, IPCo owns all rights, title and interests in and to the invention(s) described and claimed in the specifications of the patent
applications set forth on Schedule I, the patent applications and any resulting patent and all rights related thereto, as described on Schedule I (the
“VFR Patent Assets”); and

WHEREAS, on the terms and subject to the conditions set forth in this Agreement, (a) Kadant US desires to purchase from NII, and NII
desires to sell to Kadant US, all of the NMC Shares and VKNA Shares; (b) Kadant US desires to purchase from IPCo, and IPCo desires to sell to
Kadant US, all of its rights, title and interests in and to the VFR Patent Assets; (c) Kadant Canada desires to purchase from NII, and NII desires to
sell to Kadant Canada, all of the NML Shares; (d) Kadant UK desires to purchase from NII, and NII desires to sell to Kadant UK, all of the VKOY
Shares; and (e) Kadant Europe desires to purchase from NII, and NII desires to sell to Kadant Europe, all of the VNB Shares, in each case as
illustrated in graphic form on Schedule II.

NOW, THEREFORE, in consideration of the mutual covenants, agreements and understandings contained herein and other good and
valuable consideration, the receipt and sufficiency of which are



hereby acknowledged, and intending to be legally bound, the Parties hereby agree as follows:

ARTICLE I 

CERTAIN DEFINITIONS

1.1    Definitions. For the purposes of this Agreement, the following terms have the meanings set forth below:

“Action” means any action, claim, suit (whether in contract or tort or otherwise), litigation, mediation, arbitration, audit,
investigation, hearing or other proceeding, whether civil, administrative or criminal, at law or in equity, to, from, by, before or otherwise involving
any Governmental Authority.

“Affiliate” of any particular Person means any other Person controlling, controlled by or under common control with such Person
on the date hereof or hereafter from time to time; provided that (a) after the Closing, neither the Company Group nor any of its Subsidiaries shall
be considered an Affiliate of the Sellers, and (b) prior to the Closing, neither the Company Group nor any of its Subsidiaries shall be considered an
Affiliate of the Buyers. For purposes of this definition, “control” (including the terms “controlling,” “controlled by” and “under common control
with”) means the possession, direct or indirect, of the power to direct or cause the direction of the management and policies of a Person, whether
through the ownership of voting securities, the right to appoint directors, by contract or otherwise.

“Attorney-Client Communication” means any communication occurring on or prior to Closing between the Law Firm, on the one
hand, and the Company Group, its Subsidiaries, the Sellers or any of their respective Affiliates, on the other hand, that in any way relates to the
transactions contemplated hereby, including any representation, warranty or covenant of any party under this Agreement or any related agreement.

“Benefit Plan” means any bonus, deferred compensation, incentive compensation, savings, profit sharing, termination pay,
pension, retirement, supplementary retirement, group health, dental or other medical, life, disability or other insurance (whether insured or self-
insured), mortgage insurance, severance, other welfare, change of control, equity purchase, equity option, restricted equity, phantom equity, equity
appreciation rights, fringe benefit, or other employee benefit plans, arrangements, programs or policies, whether written or oral, funded or
unfunded, or domestic or foreign, (a) sponsored, maintained, or contributed to by the Company Group or a Subsidiary of the Company Group or to
which the Company Group or a Subsidiary of the Company Group is a party; (b) covering or benefiting any current or former employee, agent,
director, or independent contractor of the Company Group or a Subsidiary of the Company Group (or any dependent or beneficiary of any such
individual); or (c) with respect to which the Company Group or a Subsidiary of the Company Group has (or could have) any obligation or
Liability, other than, in each case, such plan, arrangement, program or policy sponsored, administered or required by a Governmental Authority.

“Business Day” means a day, other than a Saturday or Sunday, on which banks in Seattle, Washington are open for business during
normal banking hours.

“Cash” means, as of a given time, all cash, marketable securities and cash equivalents of the Company Group and its Subsidiaries
on a consolidated basis, excluding all outstanding security and other deposits, at such time, as determined in a manner consistent with the
Accounting Methods; provided that, for the avoidance of doubt, (a) outstanding checks that have not cleared as of such time drawn against the
Company Group’s or its Subsidiaries’ bank accounts that are within accounts payable shall not
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constitute Cash (i.e., shall not reduce Cash); (b) outstanding checks that have not cleared as of such time drawn against the Company Group’s or its
Subsidiaries’ bank accounts that are not within accounts payable shall be included within Cash (i.e., shall reduce Cash), (c) checks received that
have not cleared as of such time drawn against the Company Group’s or its Subsidiaries’ bank accounts that are within accounts receivable shall
not constitute Cash (i.e., shall not increase Cash) and (d) checks received that have not cleared as of such time drawn against the Company Group’s
or its Subsidiaries’ bank accounts that are not included within accounts receivable shall constitute Cash (i.e., shall increase Cash).

“Closing Cash” means Cash as of 11:59 p.m. in the applicable time zone on the calendar day immediately prior to the Closing
Date; provided, however, that if Closing Cash located in any bank account in Russia exceeds $250,000, then any such excess will be determined
net of the costs of the repatriation thereof (including Taxes determined net of any corresponding credits or deductions in connection therewith).

“Closing Cash Proceeds” means (a) the Transaction Price, plus (b) the amount of Closing Cash, minus (c) the amount of Closing
Indebtedness, minus (d) the amount (if any) by which Closing Net Working Capital is less than Target Net Working Capital, plus (e) the amount (if
any) by which Closing Net Working Capital is greater than Target Net Working Capital, minus (f) the Purchase Price Escrow Amount, minus (g)
the Indemnity Escrow Amount, in each case as determined in a manner consistent with the Accounting Methods. For the avoidance of doubt, no
items included in the definitions of Cash, Net Working Capital or Indebtedness shall be double counted for purposes of calculating the Closing
Cash Proceeds hereunder.

“Closing Date” means the date of the Closing.

“Closing Date Extension Notice” means a written notice that the Buyers may deliver to the Sellers at any time on or prior to June
16, 2017 to the effect that the Buyers believe that more than one year of audited financial statements of the Company Group and its Subsidiaries
shall be required to be prepared in connection with compliance by Kadant Parent of securities Laws in connection with the consummation of the
transactions contemplated hereby.

“Closing Indebtedness” means Indebtedness outstanding as of 11:59 p.m. in the applicable time zone on the calendar day
immediately prior to the Closing Date.

“Closing Net Working Capital” means Net Working Capital as of 11:59 p.m. in the applicable time zone on the calendar day
immediately prior to the Closing Date (determined in the applicable currencies, as set forth in Schedule III).

“Code” means the Internal Revenue Code of 1986, as amended.

“Commercial Software Contract” means a standardized Contract for a non-exclusive license of commercially available software
that is widely available through regular commercial distribution channels (including software as a service or cloud service) and that does not
involve annual aggregate consideration in excess of $25,000 for all licenses or users.

“Company Group” has the meaning set forth in the Preamble. Unless the context otherwise requires, each reference to the
Company Group shall include each entity that is part of the Company Group.

“Company Group Transaction Expenses” means, without duplication, to the extent not paid prior to the Closing, (a) all out-of-
pocket fees and expenses (including fees and expenses of legal counsel, accountants, investment bankers or other professional advisors) actually
incurred by the
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Company Group and its Subsidiaries prior to the Closing in connection with the negotiation, execution and consummation of this Agreement or in
connection with obtaining consents, approvals and waivers of any Person in connection with the transactions contemplated by this Agreement, plus
(b) any stay bonuses, sale bonuses, change in control payments, retention payments, synthetic equity payments or similar payments made or to be
made by the Company Group or any of its Subsidiaries in connection with or resulting from the Closing, except as provided below, together with
any employment Taxes related to any of the foregoing. For the avoidance of doubt, “Company Group Transaction Expenses” shall not include any
(i) Transfer Taxes, (ii) retention bonuses contemplated by the agreements with Douglas B. Jeffrey and Simo Jutila identified in Section 6.12(f) of
the Disclosure Schedules or (iii) fees or expenses of the Sellers or the Seller Guarantors.

“Computer Systems” means all computer, telecommunication and networking hardware and software and all other information
technology facilities used by the Company Group and its Subsidiaries to receive, store, process or transmit data or to otherwise carry on the
Business.

“Confidentiality Agreement” means that certain Confidentiality Agreement, dated November 16, 2016, by and between Kadant
Inc. and Zachary Scott & Co., acting as agent for the Sellers and their respective Affiliates.

“Contract” means any agreement, contract, license, arrangement, understanding, undertaking, obligation, commitment or other
legally binding arrangement and any amendments and supplements thereto.

“Covered Employee” means each employee of the Company Group or any of its Subsidiaries with a current annual salary in
excess of $125,000.

“Data Room” means the virtual data room under the name “Zulu Dataroom” located at www.datasite.merrillcorp.com.

“Encumbrance” means any lien, pledge, security interest, charge, encumbrance, mortgage, adverse claim, right of way, easement,
encroachment, servitude, prior assignment, option, right of first refusal, right of possession or similar right or restriction.

“Environmental Laws” means all Laws concerning pollution or protection of the environment and workplace health and safety,
including all those relating to the presence, use, production, generation, handling, transportation, treatment, storage, disposal, distribution,
discharge or release of any Hazardous Materials.

“Environmental Permits” means all environmental and workplace health and safety Permits which are required under or are issued
pursuant to Environmental Laws.

“ERISA” means the U.S. Employee Retirement Income Security Act of 1974, as amended.

“Escrow Agent” means U.S. Bank, N.A., or its successor, in its capacity as such pursuant to the Escrow Agreement.

“Escrow Agreement” means an escrow agreement in substantially the form attached hereto as Exhibit A, by and among the
Buyers, the Sellers and the Escrow Agent.

“Fundamental Representations” means the representations and warranties set forth in Section 5.1, Section 5.2, Section 5.3, Section
5.6, Section 6.1, Section 6.2, Section 6.3(a), Section 6.3(b),
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Section 6.4, and Section 6.16.

“GAAP” means the generally accepted accounting principles in the United States.

“Governmental Authority” means any transnational, domestic or foreign federal, state, provincial or local governmental, quasi-
governmental, regulatory or administrative authority, agency, commission, official, body, department, division, board, bureau or instrumentality or
any court, tribunal or judicial or arbitral body (public or private).

“Hazardous Materials” means any pollutants, contaminants, waste or other substance that is regulated, listed, defined, designated
or classified as, or otherwise determined to be, hazardous, dangerous, radioactive or toxic or a pollutant or a contaminant due to its dangerous or
deleterious qualities under or pursuant to any Environmental Laws, including petroleum, petroleum products and derivatives thereof, radioactive
materials, mold (including mold, mildew and bacteria), polychlorinated biphenyls, chlorinated solvents and asbestos.

“Indebtedness” means, as of a given time and without duplication, any of the following of any of the Company Group or any of its
Subsidiaries: (a) all indebtedness for borrowed money of the Company Group or any of its Subsidiaries (including any principal, premium, accrued
and unpaid interest, related expenses, prepayment penalties, commitment and other fees, sale or liquidity participation amounts, reimbursements
and indemnities, and all other amounts payable in connection therewith) and all Liabilities of the Company Group or any of its Subsidiaries
evidenced by notes, promissory notes, debentures, bonds or similar instruments; (b) all Liabilities of the Company Group or any of its Subsidiaries
in respect of deferred purchase price for property or services, including capital leases, earn-out payments and seller notes, but not including current
accounts payable or accruals as determined in accordance with GAAP; (c) all Liabilities of the Company Group or any of its Subsidiaries under
conditional sale or other title retention Contracts; (d) all Liabilities of the Company Group or any of its Subsidiaries in respect of capitalized leases;
(e) all indebtedness of the Company Group or any of its Subsidiaries evidenced by bonds, debentures, trust indentures, mortgages, notes or loan
agreements; (f) all Liabilities of the Company Group or any of its Subsidiaries in respect of letters of credit and bankers’ acceptances (in each case,
whether or not drawn, contingent or otherwise, except with respect to customer deposits and warranty obligations in the Ordinary Course of
Business); (g) all Liabilities of the Company Group or any of its Subsidiaries in respect of interest rate protection agreements, swap agreements
and collar agreements; and (h) all guarantees by the Company Group or any of its Subsidiaries of the Liabilities of any Person with respect to any
Liabilities of the type described in the immediately preceding clauses (a) through (g); provided that, without limiting other amounts that are not to
be included therewith, in no event shall Indebtedness include (i) any amounts with respect to or included in Net Working Capital or Company
Group Transaction Expenses, (ii) any amounts related to inter-company debt between the Company Group and any of its Subsidiaries and any
Subsidiary of the Company Group and another Subsidiary of the Company Group or (iii) any amounts to the extent incurred by or at the direction
of the Buyers or otherwise relating to the Buyers’ or any of their Affiliates’ financing, including obtaining any consent, agreement or waiver
relating thereto, for the transactions contemplated by this Agreement or any other Liabilities or obligations incurred or arranged by or on behalf of
the Buyers or any of their Affiliates in connection with the transactions contemplated hereby or otherwise.

“Indemnity Escrow Account” means an account established by the Escrow Agent pursuant to the Escrow Agreement.

“Indemnity Escrow Amount” means an amount deposited at the Closing in the Indemnity Escrow Account with the Escrow Agent
pursuant to the terms and conditions of the Escrow Agreement, which shall be $8,000,000.

 - 5 -  



“Intellectual Property Rights” means all of the following and all proprietary, intellectual property and other rights, or evidence of
such rights, in, arising out of or associated with: (a) all patents, designs and utility models and applications therefor and all provisionals, re-
issuances, continuations, continuations-in-part, divisions, revisions, supplementary protection certificates, extensions and re-examinations thereof
and all equivalent or similar rights anywhere in the world in inventions and discoveries, including invention disclosures; (b) all registered and
unregistered trademarks, service marks, trade names, trade dress, logos, business, corporate and product names and slogans and registrations and
applications for registration thereof; (c) all registered and unregistered copyrights, and all other rights of authorship, worldwide, and all
applications, registrations and renewals in connection therewith and all neighboring rights and moral rights; (d) all design patents and industrial
designs and registrations and applications therefor; (e) all World Wide Web addresses, domain names and sites and applications, social media
identities and registrations therefor; (f) Trade Secrets; and (g) any other applicable statutory provision or common law principle relating
proprietary or intellectual property rights.

“knowledge” or “known” means, (a) with respect to a Person (other than the Company Group or the Buyer), the actual knowledge
of such Person, (b) with respect to the Company Group, the actual knowledge of Scott Nicholson, Scott Howell, Stephen D. Smith, Douglas B.
Jeffrey, Simo Jutila, Ian Scott-Kerr, Tomi Hassinen and Lora Gates (and, with respect to Section 6.8 only, Marek Cholewczynski; with respect to
Sections 6.7, 6.10(b), 6.10(c) and 6.21 only, Ron Hait and Teemu Tynkkynen; and with respect to matters relating to Valon Kone LLC only with
respect to Sections 6.10(b), 6.10(c) and 6.21 only, Natalia Afanassieva), (c) with respect to the Buyers, the actual knowledge of Jonathan W.
Painter, Jeffrey L. Powell, Michael J. McKenney, Sandra L. Lambert, Dara F. Mitchell and Thomas A. Martin, in the case of each of the
immediately preceding clauses (a) to (c), as of the date of determination and after having conducted a reasonable investigation.

“Law” means any binding and applicable transnational, domestic or foreign federal, state, local or provincial statute, law,
regulation, ordinance, principle of common law, constitution, treaty, convention, regulation, rule, code, Order, injunction, judgment, determination,
directive, ruling, decree, requirement or rule of law, or any other provision, decision or requirement.

“Lease Amendment” means the consent to assignment and amendment to lease dated as of the date of this Agreement by NMC
and SWN Pell City, LLC attached hereto as Exhibit G.

“Liabilities” or “Liability” means, with respect to any Person, any liability, indebtedness, commitment or obligation of such Person
of any kind or nature whatsoever, whether known or unknown, asserted or unasserted, absolute or contingent, accrued or unaccrued, secured or
unsecured, recourse or nonrecourse, filed or unfiled, liquidated or unliquidated, due or to become due.

“Licensed IP” means all Intellectual Property Rights, other than Owned IP, that is used, or held for use in the Business or Business
Products or licensed to the Company Group or any of its Subsidiaries.

“Material Adverse Effect” means any fact, event, circumstance, effect or change that has had or would reasonably be expected to
have, individually or in the aggregate with any other fact, event, circumstance, effect or change, a material adverse effect on the business, financial
condition or results of operations of the Company Group and its Subsidiaries or the Business, taken as a whole; provided, however, that in
determining whether a Material Adverse Effect has occurred or would occur or would reasonably be expected to occur, any change or effect on the
Company Group and its Subsidiaries resulting from, or arising out of, or in any way related to any of the following (either alone or in combination)
shall be excluded and disregarded: (a) changes in, or conditions affecting, interest rates, general economic, financial or political conditions
(including changes in the price of gas, oil or other natural resources) or the banking or securities market (or any segment thereof) in the United
States or any
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other country (including (i) any disruption of any of the foregoing, (ii) any change in currency exchange rates, (iii) any decline or rise in the price
of any security, commodity, contract or index and (iv) any increased cost, or decreased availability, of capital or pricing or terms related to any
financing for the transactions contemplated hereby); (b) changes in, or conditions affecting, the industries in which the Company Group and its
Subsidiaries operate; (c) seasonal fluctuations in the business of the Company Group and its Subsidiaries or the industries in which the Company
Group and its Subsidiaries operate that are consistent with past experience; (d) any national or international political or social event or occurrence,
acts of war, sabotage, hostility, terrorism, crisis or other similar events; (e) natural disasters, including earthquakes, wild fires, floods, mud slides,
tsunamis, storms and other similar force majeure events; (f) changes in Law, GAAP or other applicable regulatory accounting requirements, or in
the interpretation thereof by any Person other than the Company Group and its Affiliates; (g) any failure, in and of itself, by the Company Group or
its Subsidiaries to meet any internal or published performance or financial budgets, projections, forecasts or predictions, provided that the
exception in this clause shall not prevent or otherwise affect a determination that any change, effect, circumstance or development underlying such
failure has resulted in, or contributed to, a Material Adverse Effect; (h) changes (including any cancellation of, or delays in, customer purchases or
orders or any reduction in customer order forecasts) resulting from the announcement by the Buyers regarding their plans or intentions with respect
to the Company Group or any of its Subsidiaries for any reason; (i) the identity, nature or ownership of the Buyers; (j) any actions or omissions to
act by the Buyers or any of their Affiliates; and (k) any actions or omissions to act by the Sellers, the Company Group or its Subsidiaries that are
specifically required by this Agreement or that are requested by the Buyers; provided that, with respect to the immediately preceding clauses (a),
(b), (d), (e) or (f), such change, event, circumstance, fact, effect or development does not materially disproportionately affect the Company Group
and its Subsidiaries compared to other companies operating in the same industry or markets as the Company Group and its Subsidiaries.

“Minimum Closing Cash” means an amount of Closing Cash equal to the Senior Executive Bonus Amount payable at the Closing.

“Net Working Capital” means, as of a given time, the consolidated current assets of the Company Group and its Subsidiaries
minus the consolidated current Liabilities of the Company Group and its Subsidiaries, in each case (a) as determined in the applicable currencies
(as set forth in Schedule III) and in a manner consistent with Schedule III and the other applicable Accounting Methods and (b) excluding any
amounts taken into account in the calculation of Closing Cash or Closing Indebtedness.

“Non-Competition and Non-Solicitation Agreement” means a non-competition and non-solicitation agreement in substantially the
form attached hereto as Exhibit B, by and between each of the Sellers, the Seller Guarantors and Scott Nicholson, on the one hand, and the Buyers,
on the other hand.

“OFAC” means the U.S. Department of the Treasury’s Office of Foreign Assets Control, and any successor thereto.

“Order” means any binding order, directive, judgment, decree, injunction, decision, stipulation, ruling, determination, award or
writ of or entered by any Governmental Authority.

“Ordinary Course of Business”, when used in relation to the taking of any action by a Person, means that the action: (a) is
consistent in nature, scope and magnitude with the past practices of such Person and is taken in the ordinary course of normal day-to-day
operations of such Person; (b) is similar in nature, scope and magnitude to actions customarily taken in the ordinary course of the normal day-to-
day operations of other Persons that are in the same line of business as such Person; and (c) does not require the authorization of the shareholders
of such Person.
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“Owned IP” means all Intellectual Property Rights owned by, or purported to be owned by, the Company Group or any of its
Subsidiaries and the VFR Patent Assets.

“Patent Assignment Agreement” means the patent assignment agreement in substantially the form attached hereto as Exhibit E, by
and between IPCo and Kadant US.

“Permit” means any license, permit, franchise, certificate, variance, approval, consent, order, registration, certificate, authorization
or similar right or evidence of authority issued or granted by a Governmental Authority.

“Permitted Encumbrances” means (a) Encumbrances for Taxes, assessments and charges or levies by Governmental Authorities
not yet due and payable or the validity of which are being contested in good faith and diligently by appropriate proceedings and in respect of which
adequate provision has been made in the Latest Balance Sheet in accordance with GAAP, (b) statutory landlord’s, mechanic’s, carrier’s,
workmen’s, repairmen’s, materialmen’s or other Encumbrances arising or incurred in the Ordinary Course of Business and that secure either (i)
amounts not yet due and payable or (ii) amounts that are being contested in good faith and diligently by appropriate proceedings that do not
adversely affect in any material respect the current use of the applicable property subject thereto by the Company Group and its Subsidiaries, (c)
registered easements, covenants and rights of way and other similar restrictions of record, and zoning, building, land use Laws and other similar
restrictions, in each case that do not adversely affect in any material respect the current use of the applicable property owned, leased, used or held
for use by the Company Group or any of its Subsidiaries, (d) matters which would be disclosed by an accurate survey or inspection of the real
property which do not materially impair the occupancy or current use of such real property which they encumber; and (e) the Encumbrances listed
on Section 1.1(a) of the Disclosure Schedules.

“Person” means any individual, sole proprietorship, partnership, joint venture, trust, unincorporated association, corporation,
company, limited liability company, syndicate, person, trust or other entity or organization, including any Governmental Authority.

“Personal Information” means information about an identifiable individual as defined in Privacy Law.

“Pre-Closing Tax Period” means any taxable period and the portion of any Straddle Period ending on or prior to the Closing Date.

“Privacy Law” means the Personal Information Protection and Electronic Documents Act (Canada), the Personal Information
Protection Act (British Columbia), the Personal Data Act (523/1999) (Finland), the Act on the Protection of Privacy in Working Life (759/2004)
(Finland) and similar Laws of other jurisdictions.

“Purchase Price Escrow Account” means an account established by the Escrow Agent pursuant to the Escrow Agreement.

“Purchase Price Escrow Amount” means an amount deposited at the Closing in the Purchase Price Escrow Account with the
Escrow Agent pursuant to the terms and conditions of the Escrow Agreement, which shall be $4,000,000.

“Real Property Leases” means the lease agreements (including all amendments, modifications and supplements hereto) pursuant to
which NII or an Affiliate thereof or the Company Group or any of its Subsidiaries, as tenant, has leased the Leased Real Property, all as more
particularly described in Section 6.18(b) of the Disclosure Schedule.
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“Registered IP” means all registrations and applications for registration of the Intellectual Property Rights of the Company Group
or any of its Subsidiaries, included as pending, issued, filed, registered or otherwise recorded with any office of public record where such
registration is necessary to preserve the Company Group’s or any of its Subsidiaries’ respective rights thereto.

“Related Party” means, with respect to any Person, any of such Person’s former, current and future equityholders, controlling
Persons, directors, officers, employees, agents, representatives, Affiliates, members, managers, general or limited partners or assignees (or any
former, current or future equityholder, controlling Person, director, officer, employee, agent, representative, Affiliate, member, manager, general or
limited partner or assignee of any of the foregoing).

“Sanctioned Country” means, at any time, any country or territory which is itself the subject or target of any Sanctions.

“Sanctioned Person” means, at any time, (a) any Person or group listed in any Sanctions-related list of designated Persons
maintained by OFAC, the U.S. Department of State, the Government of Canada, the United Nations Security Council, the European Union, any
EU member state or any other Governmental Authority, (b) any Person or group operating, organized, located or resident in a Sanctioned Country,
(c) any agency, political subdivision or instrumentality of the government of a Sanctioned Country or (d) any Person 50% or more owned, directly
or indirectly, by any of the above.

“Sanctions” means applicable economic or financial sanctions or trade embargoes imposed, administered or enforced from time to
time by the United States Government (including OFAC or the U.S. Department of State), the Government of Canada (including under the United
Nations Act (Canada) or the Special Economic Measures Act (Canada)), the United Nations Security Council, the European Union, or any other
applicable Governmental Authority.

“Seller Release” means a release and discharge in substantially the form attached hereto as Exhibit D, by each of the Sellers, the
Seller Guarantors and Scott Nicholson.

“Senior Executive Bonus Amount” means the sum of the aggregate amount of the sale transaction bonuses contemplated by the
two agreements with Douglas B. Jeffrey and Simo Jutila identified in Section 6.12(f) of the Disclosure Schedules (for these purposes, based on
Estimated Cash Proceeds but adding back the Purchase Price Escrow Amount and the Indemnity Escrow Amount and subtracting fees and
expenses of Sellers or Seller Guarantors in connection with the transactions contemplated by this Agreement, as advised by the Sellers to the
Buyers at least seven Business Days in advance of the Closing; the Parties acknowledge that while the Senior Bonus Executive Amount, as
accrued at the Closing, will be based on a sum that includes the Purchase Price Escrow Amount and the Indemnity Escrow Amount, the sale
transaction bonuses actually paid at the Closing shall not take these amounts into account).

“Straddle Period” means a taxable period that begins prior to and ends after the Closing Date.

“Subsidiary” means, with respect to any Person which (a) if a corporation, a majority of the total voting power of shares of stock
entitled (irrespective of whether, at the time, stock of any other class or classes of such corporation shall have or might have voting power by
reason of the happening of any contingency) to vote in the election of directors, managers or trustees thereof is at the time owned or controlled,
directly or indirectly, by that Person or one or more of the other Subsidiaries of that Person or a combination thereof, or (b) if a partnership, limited
liability company, association or other business entity, either (i) a majority of the partnership or other similar ownership interest thereof is at the
time owned or controlled, directly or indirectly, by that Person or one or more Subsidiaries of that Person or a

 - 9 -  



combination thereof or (ii) such Person is a general partner, managing member or managing director of such partnership, limited liability company,
association or other entity.

“Target Net Working Capital” means the amount of Target Net Working Capital (as such term is defined in Schedule III) as
determined in accordance with the provisions of Schedule III.

“Tax” means any federal, state, local, provincial or foreign income, gross receipts, franchise, estimated, alternative minimum, add-
on minimum, sales, use, transfer, registration, value added, goods and services, harmonized sales, excise, natural resources, severance, stamp,
occupation, premium, windfall profit, environmental, customs, duties, real property, personal property, capital stock, social security, pension plan,
employment, unemployment, workers’ compensation, disability, payroll, license, employee, employer health, unemployment insurance or other
withholding, or other tax of any kind whatsoever, including any interest, penalties, installment or additions to tax or additional amounts in respect
of the foregoing, whether disputed or not, and including any obligation to indemnify or otherwise assume or succeed to the Liability of another
Person for any of the foregoing.

“Tax Benefit” means any refund of cash Taxes or reduction in cash Taxes payable (including by way of a credit applied to future
Taxes payable).

“Tax Contest” means any inquiry, audit, examination, hearing, trial, appeal, or other administrative or judicial proceeding with
respect to any Taxes or Tax Returns of the Company Group or any Subsidiary.

“Tax Returns” means returns, declarations, reports, claims for refund, information returns or other documents (including any
related or supporting schedules, statements or information and including any amendment thereof) filed or required to be filed in connection with
the determination, assessment or collection of any Taxes of any party or the administration of any Laws relating to any Taxes.

“Trade Secrets” means trade secrets, know-how, manufacturing and production processes, inventions, improvements, methods,
techniques, formula, compositions, software, data, databases and other confidential information, in each case, that derive independent economic
value from not being generally known to, and not being readily ascertainable by proper means by, other Persons who can obtain economic value
from their disclosure and use.

“Transaction Price” means $173,000,000; provided, however, if (a) (i) the Buyers deliver a Closing Date Extension Notice to the
Sellers, (ii) all of the conditions set forth in Sections 3.1 and 3.2 (other than conditions which by their terms or nature are to be satisfied at the
Closing) have been satisfied by July 5, 2017 and (iii) the Closing does not occur on or prior to July 5, 2017, or (b) (i) the Buyers deliver a Closing
Date Extension Notice to the Sellers, (ii) all of the conditions set forth in Sections 3.1 and 3.2 (other than conditions which by their terms or nature
are to be satisfied at the Closing) have not been satisfied by July 5, 2017 and (iii) the Closing does not occur on or prior to the fifth Business Day
after all of such conditions have been satisfied, in either case the Transaction Price shall be $175,000,000.

“Transaction Tax Deductions” means, without duplication and regardless of by whom paid, the aggregate amount of (a) any and all
stay bonuses, sale bonuses, change in control payments, retention payments, synthetic equity payments, or similar payments made or to be made
by the Company Group or any of its Subsidiaries in connection with or resulting from the Closing (or included as a Liability in the Closing Net
Working Capital), except for those retention bonuses expressly excluded from treatment as Company Group Transaction Expenses, and the
bonuses paid pursuant to Section 3.2(l), (b) all fees, expenses and interest (including amounts treated as interest for U.S. federal income Tax
purposes), original issue discount, unamortized debt financing costs, prepayment penalties, breakage fees,
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tender premiums, consent fees, redemption, retirement or make-whole payments, defeasance in excess of par or similar payments incurred in
respect of the Indebtedness or other indebtedness in connection with the Closing or included as a Liability in Closing Net Working Capital, (c) all
fees, costs and expenses incurred by the Company Group or any of its Subsidiaries in connection with or incident to this Agreement and the
transactions contemplated hereby, including any such legal, accounting and investment banking fees, costs and expenses and (d) any employment
Taxes with respect to the amounts set forth in the immediately foregoing clause (a). The Parties shall apply the safe harbor election set forth in
Internal Revenue Service Revenue Procedure 2011-29 to determine the amount of any success based fees for purposes of the immediately
foregoing clause (c).

“Transition Services Agreement” means the transition services agreement in substantially the form attached hereto as Exhibit F, by
and between NI and Kadant Parent.

Additional Definitions.

Term Section
“Accounts Receivable” 6.20(b)
“Accounting Firm” 2.3(e)
“Accounting Methods” 2.3(c)
“Aggregate Purchase Price” 2.2(c)
“Agreement” Preamble
“Business” 6.23
“Business Product” 6.22
“Buyer” Preamble
“Buyers” Preamble
“Buyer Indemnified Parties” 10.1(a)
“Cap” 10.1(b)(iii)
“Cascade” Preamble
“Closing” 2.2(a)
“Closing Balance Sheet” 2.3(b)
“Closing Statement” 2.3(b)
“Confidential Information” 9.9(a)
“Customs Laws” 6.16(o)(i)
“Deductible” 10.1(b)(ii)
“Disclosure Schedules” Article V
“Electronic Delivery” 11.11
“End Date” 8.1(d)
“Estimated Closing Cash Proceeds” 2.3(a)
“Exclusivity Period” 4.5(a)
“GST/HST” 6.15(g)
“Indemnified Party” 10.5(a)
“Indemnifying Party” 10.5(a)
“IPCo” Preamble
“Kadant Canada” Preamble
“Kadant Europe” Preamble
“Kadant Parent” Preamble
“Kadant UK” Preamble
“Kadant US” Preamble
“Law Firm” 11.15
“Latest Balance Sheet” 6.5(a)
“Leased Real Property” 6.18(b)
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Term Section
“Losses” 10.1(a)
“NI” Preamble
“NII” Preamble
“NMC” Preamble
“NMC Shares” Preamble
“NML” Preamble
“NML Shares” Preamble
“Objection Notice” 2.3(e)
“OSSS” 5.7
“Owned Real Property” 6.18(c)
“Party” or “Parties” Preamble
“Per Claim Threshold” 10.1(b)(i)
“Pre-Closing Tax Refund” 9.8(a)
“Purchase Price Escrow Deficiency Amount” 2.3(h)(ii)
“Purchase Price Shortfall” 2.3(h)(ii)
“QSub Price” 9.8(g)
“Real Property” 6.18(c)
“Representatives” 4.5(a)
“Restricted Transaction” 4.5(a)
“Retained Employee” 9.3(a)
“Securities Act” 7.8
“Seller” Preamble
“Seller Guarantors” Preamble
“Sellers” Preamble
“Seller Indemnified Parties” 10.3
“Shares” Preamble
“Third Party” 10.5(d)
“Third Party Claim” 10.5(a)
“Transfer Taxes” 9.8(f)
“VFR Patent Assets” Preamble
“VKNA” Preamble
“VKNA Shares” Preamble
“VKOY” Preamble
“VKOY Shares” Preamble
“VNB” Preamble
“VNB Shares” Preamble

1.2    Other Definitional Provisions.

(a)    Accounting terms that are not otherwise defined in this Agreement have the meanings given to them under GAAP as of the
applicable time of determination. To the extent that the definition of an accounting term defined in this Agreement is inconsistent with the meaning
of such term under GAAP, the definition set forth in this Agreement will control.

(b)    The terms “hereof,” “herein” and “hereunder” and terms of similar import are references to this Agreement as a whole and
not to any particular provision of this Agreement. Section, clause, schedule and exhibit references contained in this Agreement are references to
sections, clauses, schedules and exhibits in or to this Agreement, unless otherwise specified. All exhibits and schedules annexed hereto or referred
to herein are hereby incorporated in and made a part of this Agreement as if set
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forth in full herein. Any capitalized terms used in any exhibit or schedule but not otherwise defined therein, shall have the meaning as defined in
this Agreement.

(c)    “Writing,” “written” and comparable terms refer to printing, typing and other means of reproducing words (including
electronic media) in a visible form.

(d)    Whenever the words “include,” “includes” or “including” are used in this Agreement, they shall be deemed to be followed by
the words “without limitation.” Where the context permits, the use of the term “or” shall be equivalent to the use of the term “and/or.”

(e)    Words denoting any gender shall include all genders, including the neutral gender. Where a word is defined herein, references
to the singular shall include references to the plural and vice versa.

(f)    All references to “$” and dollars shall be deemed to refer to United States currency (where applicable, as converted from any
foreign currency at the applicable exchange rate as of the close of the Business Day before date of this Agreement) unless otherwise specifically
provided.

(g)    All references to a day or days shall be deemed to refer to a calendar day or calendar days, as applicable, unless otherwise
specifically provided.

(h)    Any document or item will be deemed “delivered” or “provided” within the meaning of this Agreement if such document or
item (i) is included in the Data Room as of the date that is five days prior to the date hereof (or is requested between the date that is five days prior
to the date hereof and the date hereof to be added to the Data Room by the Buyers and is so added prior to the date hereof; any item posted in
response to a representation and warranty that the Sellers have delivered documents, reports, notices, claims or the like shall be deemed to have
been posted in response to Buyers’ request) in connection therewith) or (ii) actually delivered or provided to the Buyers, their Affiliates or the
Buyers’ or their Affiliates’ respective representatives.

(i)    Any references to any statute shall be deemed to refer to such statute as amended from time to time and to any rules or
regulations promulgated thereunder. Any reference to any agreement or contract referenced herein or in the Disclosure Schedules shall be a
reference to such agreement or contract, as amended, modified, supplemented or waived.

(j)    References to any Person shall include the successors and permitted assigns of that Person. References from or through any
date shall mean, unless otherwise specified, from and including or through and including, respectively.

ARTICLE II 

PURCHASE AND SALE OF THE SHARES AND VFR PATENT ASSETS

2.1    Basic Transaction. On the terms and subject to the conditions set forth in this Agreement, at the Closing, the Buyers shall purchase,
accept and acquire from the Sellers, and the Sellers shall sell, convey, assign, transfer and deliver to the Buyers, (a) all of the Shares, free and clear
of all Encumbrances (other than those arising by reason of applicable securities Laws) and (b) the VFR Patent Assets.

2.2    Closing Transactions.

(a)    Closing. The closing of the transactions contemplated by this Agreement (the “Closing”) shall take place remotely via the
electronic exchange of documents and signatures, (a) on July
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5, 2017; (b) if the conditions set forth in Article III (other than conditions which by their terms or nature are to be satisfied at the Closing) have not
been satisfied on July 5, 2017, as promptly as practicable after July 5, 2017 but in any event no later than the fifth Business Day following the
satisfaction or, to the extent permissible, waiver by the Party or Parties entitled to the benefit of the conditions set forth in Article III (other than
conditions which by their terms or nature are to be satisfied at the Closing, but subject to the satisfaction or, to the extent permissible, waiver by
the Party or Parties entitled to the benefit of those conditions at the Closing); (c) if the Buyers deliver a Closing Date Extension Notice to the
Sellers, on the later of (i) a date designated by the Buyers to the Sellers that is no later than 60 days after the date of the Closing Date Extension
Notice and (ii) if the conditions set forth in Article III (other than conditions which by their terms or nature are to be satisfied at the Closing) have
not been satisfied on such designated date, as promptly as practicable after such designated date but in any event no later than the fifth Business
Day following the satisfaction or, to the extent permissible, waiver by the Party or Parties entitled to the benefit of the conditions set forth in
Article III (other than conditions which by their terms or nature are to be satisfied at the Closing, but subject to the satisfaction or, to the extent
permissible, waiver by the Party or Parties entitled to the benefit of those conditions at the Closing); or (d) on such other date as is mutually
agreeable to the Buyers and the Sellers. By mutual agreement of the Buyers and the Sellers, the Closing may take place by conference call and
electronic (i.e., email/pdf) or facsimile signatures, with exchange of original signatures to follow.

(b)    Deliveries.

(i)    At the Closing, NII shall deliver to the Buyers all of the stock certificates and other applicable instruments evidencing
the Shares duly endorsed for transfer or accompanied by duly executed stock powers or other applicable forms of assignment and transfer or, in the
case of any lost, stolen or destroyed certificates with respect to the Shares, an affidavit of lost certificate with respect to the Shares. The specific
delivery of Shares and related documents by NII shall be made to the following Buyer: the NMC Shares and VKNA Shares shall be delivered to
Kadant US; the NML Shares shall be delivered to Kadant Canada; the VKOY Shares shall be delivered to Kadant UK; and the VNB Shares shall
be delivered to Kadant Europe;

(ii)    At the Closing, the Buyers shall pay to the Sellers, by wire transfer of immediately available funds, an aggregate
amount equal to the Estimated Closing Cash Proceeds to an account designated by the Sellers (which account shall be so designated at least three
Business Days prior to the Closing Date);

(iii)    At the Closing, the Buyers shall repay, or cause to be repaid, on behalf of the Company Group or its Subsidiaries, all
amounts necessary to discharge fully the then-outstanding balance and other monetary obligations in respect of all Indebtedness of the Company
Group and its Subsidiaries with the result that immediately following the Closing there will be no further monetary obligations of the Company
Group or any of its Subsidiaries with respect to any Indebtedness, and the Sellers shall provide payoff letters with respect to all Indebtedness
outstanding immediately prior to Closing at least five Business Days prior to the Closing Date, which payoff letters shall include appropriate
provisions on release of applicable Encumbrances and otherwise be in form and substance reasonably acceptable to the Buyers; in connection with
the repayment of such Indebtedness, the Buyers and the Sellers shall use their respective commercially reasonable efforts to obtain a release of NI
as a guarantor of NML’s obligations to Bank of America, N.A.;

(iv)    At the Closing, the Buyers shall deliver the Purchase Price Escrow Amount and the Indemnity Escrow Amount by
wire transfer of immediately available funds to the Escrow Agent;

(v)    At the Closing, the Sellers shall deliver to the Buyers a certificate of the
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secretary or its equivalent of each Seller and Seller Guarantors that is customary in connection with transactions of the type contemplated hereby
(including a certified copy of the resolutions of such Seller’s and Seller Guarantor’s board of directors or its equivalent authorizing the execution,
delivery and performance of this Agreement (to the extent a party) and the consummation of the transactions contemplated hereby, a good standing
certificate or its equivalent with respect to such Seller or Seller Guarantor issued by the applicable Governmental Authority and a certified copy of
such Person’s constituent documents) and a good standing certificate or its equivalent with respect to the Company Group and each of its
Subsidiaries;

(vi)    At the Closing, the Sellers shall deliver to the Buyers the resignations, effective as of the Closing, of each director,
managing director and officer (or person serving in a similar capacity) of the Company Group and its Subsidiaries as the Buyers may designate by
notice in writing given to the Sellers at least five Business Days prior to the Closing Date;

(vii)    At the Closing, the Sellers shall deliver to the Buyers the minute books and share transfer records of the Company
Group and its Subsidiaries;

(viii)    At the Closing, the Buyers shall have received evidence of approvals and waivers from the Persons specified in
Section 2.2(b)(viii) of the Disclosure Schedules in form and substance acceptable to the Buyers, acting reasonably;

(ix)    At the Closing, the Buyers shall deliver to the Sellers a certified copy of the resolutions of the boards of directors (or
the equivalent bodies) of the Buyers authorizing the execution, delivery and performance of this Agreement and the consummation of the
transactions contemplated hereby by the Buyers;

(x)    At the Closing, the Sellers shall deliver to the Buyers a duly authorized and executed certificate in a form reasonably
acceptable to the Buyers certifying that each Seller is not a foreign person subject to withholding under Section 1445 of the Code;

(xi)    At the Closing, the Sellers shall deliver to the Buyers such notices duly executed by the Sellers as the Buyers, acting
reasonably, will require, to the landlords that are not Affiliates of the Sellers under the Real Property Leases of the assignment of, or change of
control of the tenant under, the Real Property Leases; and

(xii)    At the Closing, the Sellers shall deliver to the Buyers an agreement, in a form reasonably satisfactory to Buyers,
duly executed by NI, NMC and Stephen D. Smith whereby Stephen D. Smith irrevocably releases NMC (and the Company Group and its
Subsidiaries) from any further liability with respect to Stephen D. Smith’s sale transaction and retention bonus as contemplated by the agreement
identified in Section 6.12(f) of the Disclosure Schedules.

(c)    Allocation of Aggregate Purchase Price Among Buyers. The aggregate purchase price for the Shares and VFR Assets (the
“Aggregate Purchase Price”) consists of an amount equal to the sum of: (i) the Transaction Price, plus (ii) the amount of Closing Cash, minus (c)
the amount of Closing Indebtedness, minus (d) the amount (if any) by which Closing Net Working Capital is less than Target Net Working Capital,
plus (e) the amount (if any) by which Closing Net Working Capital is greater than Target Net Working Capital. The Parties acknowledge and agree
that the Aggregate Purchase Price, as adjusted pursuant to this Agreement, and the Buyers’ purchase of the Shares and the VFR Patent Assets from
the Sellers pursuant to this Agreement shall be allocated among the Buyers in the manner set forth in a written notice delivered by the Buyers to
the Sellers no later than two Business Days prior to the Closing. Each Buyer will at the Closing make payment to the relevant Seller of its share of
the Estimated Closing Cash Proceeds, as set forth on such notice. The foregoing is not intended to affect the provision
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of Section 9.8(g) with respect to the allocations of the Aggregate Purchase Price in respect of the Shares among the relevant assets.

(d)    Withholding. The Buyers will be entitled to deduct and withhold from any payment to be made under this Agreement all
Taxes that the Buyers are required to deduct and withhold with respect to such payment under any provision of any Law. Taxes withheld pursuant
to this Section 2.2(d) by the Buyers will be (i) timely remitted by the Buyers to the appropriate Governmental Authority and (ii) treated for all
purposes of this Agreement as having been paid to the Person in respect of which such deduction and withholding was made. The Buyers shall
notify the Sellers of any such withholdings at least three Business Days prior to the Closing Date and shall, reasonably and in good faith, consider
any comments from the Sellers relating to such withholdings. Notwithstanding the foregoing, no Buyer shall be entitled to deduct and withhold
from any payment any Taxes that would not be required to be deducted and withheld if such Buyer were a U.S. person except to the extent such
withholding is required as a result of a breach by the Sellers of their representations and warranties in Section 6.15.

(e)    Company Group Transaction Expenses. Prior to the Closing, the Sellers shall cause the Company Group and its Subsidiaries
to make accruals in connection with all Company Group Transaction Expenses that shall not be paid in full prior to the Closing. Promptly
following the Closing, the Buyers shall cause the Company Group and its Subsidiaries pay all such Company Group Transaction Expenses through
the normal payroll processing systems of the Company Group and its Subsidiaries, where applicable, or otherwise; provided, however, that the
Sellers shall provide invoices or other appropriate details in connection therewith at least five Business Days prior to the Closing Date; provided
further that to the extent that the contractual arrangements in connection with any such payment entitles the payor thereof to a release and
discharge, the making of such payment pursuant to this Section 2.2(e) shall be subject to the receipt by the Company Group or one of its
Subsidiaries of a release and discharge by the payee, in a form reasonably acceptable to the Buyers, or a written undertaking by the payee, in a
form reasonably acceptable to the Buyers, to provide such a release and discharge upon receipt of such payment; provided further that in
connection with any such payment to Douglas B. Jeffrey or Simo Jutila that is to be calculated as a percentage of the aggregate purchase price for
the Shares and VFR Assets, the making of such payment pursuant to this Section 2.2(e) and the releases by such individuals shall be subject to (i)
the receipt by the Buyers of a written undertaking by such individual, in a form reasonably acceptable to the Buyers, to repay to the Company
Group the amount of any overpayment in connection therewith promptly after giving effect to any adjustment to such purchase price following the
Closing in accordance with the terms and conditions of this Agreement and (ii) a commitment by the relevant Company Group entity that it will
pay to such individuals any additional amount that may be due upon any positive adjustment to such purchase price or upon release to the Sellers
from the Purchase Price Escrow Amount or the Indemnity Escrow Amount. The Buyers acknowledge that the Senior Executive Bonus Amount
will have been accrued as of the Closing as if the full amount of the Purchase Price Escrow Amount or the Indemnity Escrow Amount will be
released to the Sellers; to the extent any portion of such amounts are released to the Buyers, the Buyers shall promptly remit to the Sellers, as an
additional payment of purchase price, the related portion of the sales transaction bonuses not payable to the individuals in question.

2.3    Closing Cash Proceeds Adjustment.

(a)    At least seven Business Days prior to the Closing Date, the Sellers shall prepare and deliver to the Buyers a good faith
estimate of the Closing Cash Proceeds, including each of the components thereof (except Closing Net Working Capital) (such estimate, as
approved by the Buyers, which such approval shall not be unreasonably withheld, conditioned or delayed) (the “Estimated Closing Cash
Proceeds”) based on the books and records of the Company Group and its Subsidiaries and other information then available, it being understood
that the Estimated Cash Proceeds shall assume that, for
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the purpose of such estimate only, Closing Net Working Capital and Target Net Working Capital are equal.

(b)    As promptly as practicable after the Closing, but in no event later than 90 days after the Closing Date, the Buyers shall
prepare and deliver to the Sellers a statement setting forth the Buyers’ calculation of the Closing Cash Proceeds, including each of the components
thereof (the “Closing Statement”), and a consolidated balance sheet of the Company Group and its Subsidiaries as of 11:59 p.m. in the applicable
time zone on the calendar day immediately prior to the Closing Date (the “Closing Balance Sheet”).

(c)    The Estimated Closing Cash Proceeds, the Closing Statement and the Closing Balance Sheet shall (i) be prepared, and each
component thereof shall be determined, in accordance with (1) the accounting methods, policies, practices, procedures, conventions,
categorizations, definitions, principles, judgments, assumptions, techniques or estimation methods with respect to financial statements, their
classification or presentation or otherwise (including with respect to the nature of accounts, level of reserves or level of accruals) that are consistent
with the calculation of the Target Net Working Capital as set forth on Schedule III, (2) to the extent not inconsistent with the immediately
foregoing clause (1), accounting methods, policies, practices, procedures, conventions, categorizations, definitions, principles, judgments,
assumptions, techniques or estimation methods with respect to financial statements, their classification or presentation or otherwise (including with
respect to the nature of accounts, level of reserves or level of accruals) adopted in connection with the Latest Balance Sheet so long as consistent
with GAAP as in effect as of the preparation of the Latest Balance Sheet consistently applied, and (3) to the extent not inconsistent with the
immediately foregoing clauses (1) or (2), GAAP as in effect on the Closing Date consistently applied and (ii) not include any changes in assets or
liabilities as a result of purchase accounting adjustments or other changes arising from or resulting as a consequence of the transactions
contemplated hereby (the immediately foregoing clauses (i) and (ii) collectively, the “Accounting Methods”).

(d)    The post-Closing adjustment procedures as set forth in this Section 2.3 are not intended to permit the introduction of different
or additional accounting methods, policies, practices, procedures, conventions, categorizations, definitions, principles, judgments, assumptions,
techniques or estimation methods with respect to the financial statements, their classification or presentation or otherwise (including with respect
to the nature of accounts, level of reserves or level of accruals) from the Accounting Methods, it being the intent of the Parties that the Closing Net
Working Capital be calculated consistently with the Target Net Working Capital in order to allow a meaningful comparison of the Closing Net
Working Capital to the Target Net Working Capital.

(e)    The Buyers shall, and shall cause the Company Group and its Subsidiaries to, provide reasonable assistance to the Sellers and
their representatives in the review of the Closing Statement and the Closing Balance Sheet (including by furnishing on a timely basis all
information reasonably necessary or useful in connection with such review or providing customary certifications to the Sellers or, if requested, to
the Sellers’ auditors or the Accounting Firm) and shall provide the Sellers and their representatives reasonable access during normal business hours
to the books, records (including work papers, schedules, memoranda and other documents), supporting data, facilities and relevant personnel of the
Company Group, its Subsidiaries and the Buyers (including personnel responsible for accounting and finance, senior management and accountants
and advisors) for purposes of their review of the Closing Statement and the Closing Balance Sheet, so long as such access does not disrupt the
operation of the Company Group’s businesses. If the Sellers disagree with any part of the Buyers’ calculation of the Closing Cash Proceeds as set
forth on the Closing Statement or the Closing Balance Sheet, the Sellers shall, within 45 days after the Sellers’ receipt of the Closing Statement
and the Closing Balance Sheet, notify the Buyers in writing of such disagreement by setting forth the Sellers’ calculation of the Closing Cash
Proceeds, including each of the components thereof, and describing in reasonable detail the basis for
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such disagreement (an “Objection Notice”). If the Sellers do not deliver an Objection Notice within the time period specified above, then the
Buyers determination of Closing Cash Proceeds, as set forth in its Closing Statement, will be deemed to have been accepted by the Sellers and
shall be final and binding on all Parties. If an Objection Notice is delivered to the Buyers, then the Buyers and the Sellers shall negotiate in good
faith to resolve their disagreements with respect to the computation of the Closing Cash Proceeds. In the event that the Buyers and the Sellers are
unable to resolve all such disagreements within 45 days after the Buyers’ receipt of such Objection Notice (or such longer period as the Buyers and
the Sellers may agree in writing), the Buyers and the Sellers shall submit such remaining disagreements to PricewaterhouseCoopers LLP (or, if
PricewaterhouseCoopers LLP is unable or unwilling to act, Deloitte LLP (the “Accounting Firm”), or, if the Accounting Firm is unwilling to serve,
another nationally-recognized accounting firm that is mutually acceptable to the Buyers and the Sellers (such other accounting firm selected to
serve shall also be deemed the Accounting Firm for all relevant purposes).

(f)    The Accounting Firm shall make a final and binding determination with respect to the computation of the Closing Cash
Proceeds, including each of the components thereof, to the extent such amounts are in dispute, in accordance with the guidelines and procedures
set forth in this Agreement and on Exhibit C. The Buyers and the Sellers shall cooperate with the Accounting Firm during the term of its
engagement and shall use reasonable best efforts to cause the Accounting Firm to resolve all remaining disagreements with respect to the
computation of the Closing Cash Proceeds, including each of the components thereof, as soon as practicable. The Accounting Firm shall consider
only those items and amounts in the Buyers’ and the Sellers’ respective calculations of the Closing Cash Proceeds as set forth in Buyers’ Closing
Statement and in Sellers’ Objection Notice, including each of the components thereof, that are identified as being items and amounts to which the
Buyers and the Sellers have been unable to agree. In resolving any disputed item, the Accounting Firm may not assign a value to any item greater
than the greatest value for such item claimed by either Party or less than the smallest value for such item claimed by either Party, in each case as
set forth in Buyers’ Closing Statement and in Sellers’ Objection Notice, as applicable. The Accounting Firm’s determination of the Closing Cash
Proceeds, including each of the components thereof, shall be based solely on written materials submitted by the Buyers and the Sellers (i.e., not on
independent review) and on the definitions, terms and conditions included herein. The determination of the Accounting Firm shall be conclusive
and binding upon the Parties and shall not be subject to appeal or further review.

(g)    The costs and expenses of the Accounting Firm in determining the Closing Cash Proceeds, including each of the components
thereof, shall be borne by the Buyers, on the one hand, and the Sellers, on the other hand, based upon the percentage that the portion of the
contested amount not awarded to each Party bears to the amount actually contested by such Party. For example, if the Buyers claim the Closing
Cash Proceeds are $1,000 less than the Estimated Closing Cash Proceeds, and the Sellers contest only $500 of the amount claimed by the Buyers,
and if the Accounting Firm ultimately resolves the dispute by awarding the Buyers $300 of the $500 contested, then the costs and expenses of the
Accounting Firm will be allocated 60% (i.e., 300 ÷ 500) to the Sellers and 40% (i.e., 200 ÷ 500) to the Buyers. Prior to the Accounting Firm’s
determination of Closing Cash Proceeds, (i) the Buyers, on the one hand, and the Sellers, on the other hand, will each pay 50% of any retainer paid
to the Accounting Firm; and (ii) during the engagement of the Accounting Firm, the Accounting Firm will bill 50% of the total charges to each of
the Buyers, on the one hand, and the Sellers, on the other hand. In connection with the Accounting Firm’s determination of the Closing Cash
Proceeds, the Accounting Firm shall also determine, pursuant to the terms of the first and second sentences of this Section 2.3(g), and taking into
account all fees and expenses already paid by each of the Buyers, on the one hand, and the Sellers, on the other hand, as of the date of such
determination, the allocation of its fees and expenses between the Buyers and the Sellers, which such determination shall be conclusive and
binding upon the Parties.
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(h)    Within five Business Days after the Closing Cash Proceeds, including each of the components thereof, are finally determined
pursuant to this Section 2.3:

(i)    If the Closing Cash Proceeds are greater than the Estimated Closing Cash Proceeds, the Buyers shall promptly (but in
any event within five Business Days after the determination thereof) deliver to the Sellers the amount of such excess by wire transfer of
immediately available funds to an account or accounts designated by the Sellers. Immediately following payment of any amounts determined
pursuant to this Section 2.3(h)(i) to be owing to the Sellers, the Sellers and the Buyers shall deliver joint instructions to the Escrow Agent
instructing the Escrow Agent to pay to the Sellers all remaining funds in the Purchase Price Escrow Account, in accordance with the terms of the
Escrow Agreement.

(ii)    If the Closing Cash Proceeds are less than the Estimated Closing Cash Proceeds (such shortfall, the “Purchase Price
Shortfall”), the Sellers and the Buyers shall promptly (but in any event within five Business Days after the determination of the Closing Cash
Proceeds) deliver joint instructions to the Escrow Agent instructing the Escrow Agent to pay from the Purchase Price Escrow Account to an
account or accounts designated by the Buyers an amount equal to the Purchase Price Shortfall by wire transfer of immediately available funds.
Immediately following payment of any amounts determined pursuant to this Section 2.3(h)(ii) to be owing to the Buyers, the Sellers and the
Buyers shall, if applicable, deliver joint instructions to the Escrow Agent instructing the Escrow Agent to pay to the Sellers all remaining funds in
the Purchase Price Escrow Account, in accordance with the terms of the Escrow Agreement. In the event the Purchase Price Shortfall amount is
greater than the amounts in the Purchase Price Escrow Account (such amount, the “Purchase Price Escrow Deficiency Amount”), in addition to
issuing the instructions contemplated above for payment out of the Purchase Price Escrow Account, Sellers shall within five Business Days after
the determination of the Closing Cash Proceeds pay to the Buyers the amount of the Purchase Price Escrow Deficiency Amount by wire transfer of
immediately available funds to an account or accounts designated by the Buyers.

(iii)    For purposes of determining whether the Closing Cash Proceeds are greater or less than the Estimated Closing Cash
Proceeds under this Section 2.3(h), amounts in currencies other than dollars (including with respect to Closing Net Working Capital) shall be
converted into dollars at the applicable exchange rate as of the close of the Business Day on the day on which the Closing Cash Proceeds are
finally determined pursuant to this Section 2.3.

(i)    All payments or adjustments pursuant to Section 2.2(b)(iii) and this Section 2.3, other than payments of stated interest,
shall be treated by all Parties for Tax purposes as adjustments to the Aggregate Purchase Price.

ARTICLE III 

CONDITIONS TO CLOSING

3.1    Conditions to the Obligations of the Buyers and the Sellers. The obligations of the Buyers and the Sellers to consummate the
transactions contemplated by this Agreement are subject to the satisfaction of the following conditions on or prior to the Closing Date:

(a)    merger control clearance of the Federal Antimonopoly Service of Russia has been obtained; and

(b)    no court or other Governmental Authority of competent jurisdiction shall have enacted, issued, promulgated or entered any
Order that is in effect and restrains, enjoins or otherwise prohibits the consummation of the transactions contemplated by this Agreement.
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3.2    Conditions to the Obligations of the Buyers. The obligations of the Buyers to consummate the transactions contemplated by this
Agreement are subject to the satisfaction of the following conditions on or prior to the Closing Date:

(a)    (i) The representations and warranties set forth in Article V and Article VI that are qualified by reference to materiality or
with respect to Material Adverse Effect shall be true and correct in all respects as of the date of this Agreement and as of the Closing Date (other
than representations and warranties which by their terms address matters only as of another specified time, which shall be true and correct in all
respects only as of such time), in each case except as otherwise provided in Section 11.8; (ii) the representations and warranties set forth in Article
V and Article VI that are not qualified by reference to materiality or with respect to Material Adverse Effect shall be true and correct in all material
respects as of the date of this Agreement and as of the Closing Date (other than representations and warranties which by their terms address
matters only as of another specified time, which shall be true and correct in all respects only as of such time), in each case except for changes
expressly contemplated by this Agreement; and (iii) the Sellers shall have performed in all material respects all of the covenants and agreements
required to be performed by the Sellers hereunder prior to the Closing;

(b)    The Escrow Agent and the Sellers shall have each executed and delivered signatures to the Escrow Agreement to the Buyers;

(c)    The Sellers shall have delivered to the Buyers a certificate signed by the Company Group, dated the Closing Date, stating that
the conditions specified in Section 3.2(a) have been satisfied as of the Closing;

(d)    The Sellers, the Seller Guarantors and Scott Nicholson shall have each executed and delivered signatures to a Non-
Competition and Non-Solicitation Agreement to the Buyers;

(e)    IPCo shall have executed and delivered signatures to the Patent Assignment Agreement along with all related documents
contemplated as being delivered at the Closing by the Patent Assignment Agreement to Kadant US;

(f)    NI shall have executed and delivered signatures to the Transition Services Agreement to the Buyers;

(g)    The Sellers, the Seller Guarantors and Scott Nicholson shall have each executed and delivered signatures to a Seller Release
to the Buyers;

(h)    There has been no amendment, restatement or other modification of (i) the Lease Amendment or (ii) the Month-to-Month
Industrial Lease with Option to Renew for a Term of Years dated October 1, 2016 by NMC and SWN Pell City, LLC after the date of this
Agreement;

(i)    Since the date of this Agreement, there shall not have occurred any fact, change, event, effect, circumstance or development
that, individually or in the aggregate, has had or would reasonably likely to have, a Material Adverse Effect;

(j)    There shall not be any Actions pending against any of the Parties by a Governmental Authority which, if reasonably likely to
be adversely determined, would prohibit the consummation of the transactions contemplated hereby;

(k)    Sellers shall have cooperated, and shall have caused the Company Group to cooperate, with Buyers’ efforts to transfer each
of the letters of credit and guarantees for customer deposits listed on Section 3.2(k) of the Disclosure Schedules into the name of an Affiliate of the
Buyers
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or to replace them with an equivalent or substitute letter of credit or guarantee or with sufficient new substitute collateral (and, in the case of any
such replaced letters of credit or guarantee or new sufficient new substitute collateral, Sellers shall cause a release of applicable Encumbrances);

(l)    The Company Group and its Subsidiaries shall have paid to all applicable employees the prorated portion of the annual bonus
for the 2017 fiscal year of the Company Group and its Subsidiaries, which prorated portion shall reflect the number of days that have elapsed in
such fiscal year as of the Closing Date;

(m)    (i) All Indebtedness, receivables, payables and other amounts owing between the Company Group and any of its
Subsidiaries, on the one hand, and the Sellers and their respective Affiliates (other than the Company Group and its Subsidiaries), on the other
hand, shall have been paid in full or otherwise settled; (ii) all Indebtedness, receivables, payables and other amounts owing between or among
entities that are part of the Company Group and its Subsidiaries that arose on or prior to May 31, 2017 shall have been paid in full or otherwise
settled; and (iii) while not a condition precedent to the Closing, the Sellers shall use commercially reasonable efforts to cause the Company Group
and its Subsidiaries to pay or otherwise settle, prior to the Closing, all Indebtedness, receivables, payables and other amounts owing between or
among entities that are part of the Company Group and its Subsidiaries that arose on or after June 1, 2017;

(n)    The Buyers shall have received evidence satisfactory to the Buyers that there is, at the Closing in the appropriate bank
accounts of the Company Group, (i) an amount of Cash equal to the Minimum Closing Cash and (ii) an amount of Cash in addition to the
Minimum Closing Cash (A) that has been agreed to by the Buyers and the Sellers (with respect to both the quantum thereof and the currency and
geographic location) prior to the Closing or (B) if the Buyers and the Sellers are unable to reach such an agreement prior to the Closing, that does
not exceed $2,000,000; and

(o)    The Sellers shall have delivered to the Buyers all deliveries provided to be delivered by each of them at the Closing pursuant
to Section 2.2(b).

3.3    Conditions to the Obligations of the Sellers. The obligations of the Sellers to consummate the transactions contemplated by this
Agreement are subject to the satisfaction of the following conditions at or prior to the Closing:

(a)    (i) The representations and warranties made in Article VII that are subject to materiality qualifications shall be true and
correct in all respects as of the date of this Agreement and as of the Closing Date (other than any such representations and warranties which by
their terms address matters only as of another specified time, which shall be true and correct in all respects only as of such time), except for
changes contemplated by this Agreement; (ii) the representations and warranties contained in Article VII that are not subject to materiality
qualifications shall be true and correct in all material respects at as of the date of this Agreement and as of the Closing Date (other than
representations and warranties which by their terms address matters only as of another specified time, which shall be true and correct in all
material respects only as of such time), except for changes contemplated by this Agreement; and (iii) the Buyers shall have performed in all
material respects all the covenants and agreements required to be performed by the Buyers hereunder prior to the Closing;

(b)    The Escrow Agent and the Buyers shall have each executed and delivered signatures to the Escrow Agreement to the Sellers;

(c)    The Buyers shall have executed and delivered signatures to the Non-Competition and Non-Solicitation Agreements to the
Sellers;
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(d)    Kadant US shall have executed and delivered signatures to the Patent Assignment Agreement to IPCo;

(e)    Kadant Parent shall have executed and delivered signatures to the Transition Services Agreement to the Sellers;

(f)    The Buyers shall deliver to the Sellers a certificate signed by the Buyers, dated the Closing Date, stating that the conditions
specified in Section 3.3(a) have been satisfied as of the Closing;

(g)    NI shall have been released as a guarantor of NML’s obligations to Bank of America, N.A.; and

(h)    The Buyers shall have delivered to the Sellers all deliveries provided to be delivered by each of them at the Closing pursuant
to Section 2.2(b).

3.4    Frustration of Conditions. None of the Buyers and the Sellers may rely on the failure of any condition set forth in this Article III, as
applicable, to be satisfied if such failure was caused by such Party’s failure to use, as required by this Agreement, its reasonable best efforts to
consummate the Closing and the transactions contemplated hereby or any other material breach by such Party of this Agreement.

ARTICLE IV 

COVENANTS OF THE PARTIES

Each of the Parties agrees as follows with respect to the period between the date of this Agreement and the Closing:

4.1    Reasonable Best Efforts.

(a)    Subject to the terms of this Agreement, each Party shall use reasonable best efforts to take, or cause to be taken, all actions
and do all things necessary, proper or advisable in order to consummate and make effective the transactions contemplated by this Agreement and
the Escrow Agreement (including satisfaction, but not waiver, of the conditions set forth in Article III). NII and the Buyers agree, and NII, prior to
the Closing, and the Buyers, after the Closing, agree to cause the Company Group and each of its Subsidiaries, to execute and deliver such other
documents, certificates, agreements and other writings and to take such other reasonable actions as may be necessary or desirable in order to
consummate or implement expeditiously the transactions contemplated by this Agreement. IPCo shall execute and deliver such other documents,
certificates, agreements and other writings and to take such other reasonable actions as may be necessary or desirable in order to consummate or
implement expeditiously the transactions contemplated by this Agreement related to the VFR Patent Assets. At the Closing, the applicable Parties
shall execute and deliver the other agreements and instruments contemplated hereby to be executed and delivered at the Closing.

(b)    For purposes of this Agreement, the “reasonable best efforts” of a Party shall not require such Party or any of its Subsidiaries,
Affiliates or representatives to commence any litigation or arbitration proceeding, to waive or surrender any right, to modify any agreement, to
offer or grant any accommodation or concession (financial or otherwise) to any third party or to otherwise suffer any detriment, to obtain any
consent required for the consummation of the transactions contemplated by this Agreement, to waive or forego any right, remedy or condition
hereunder or, in the case of the Sellers, to provide financing to the Buyers for the consummation of the transactions contemplated hereby.
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(c)    Without limiting the foregoing, (i) each Party shall cooperate with each other in connection with the merger control clearance
contemplated by Section 3.1(a), (ii) in connection with such merger control clearance, the Sellers shall use commercially reasonable efforts to, and
shall cause the Company Group to use commercially reasonable efforts to, promptly supply all information requested by the Federal Antimonopoly
Service of Russia or reasonably requested by the Buyer, both prior to and after the making of the filings in connection therewith, and (iii) the
Buyers shall use their commercially reasonable efforts to make the necessary filings in connection therewith by no later than June 2, 2017
(assuming that the Sellers shall have complied with their obligations under the immediately preceding clauses (i) and (ii) and shall have provided
the necessary information for such filings to the Buyers’ counsel in Russia no later than May 31, 2017).

4.2    Maintenance of Business. From the date hereof until the earlier of the Closing and the termination of this Agreement, NII shall cause
the Company Group and its Subsidiaries to use reasonable best efforts to (a) maintain their respective assets in good operating condition and repair
in accordance with past practices (normal wear and tear and casualty loss excepted), subject to, and in accordance with, the Real Property Leases,
as applicable, (b) maintain insurance reasonably comparable to that in effect on the date of the Latest Balance Sheet, (c) maintain their books,
accounts and records in accordance with past custom and practice as used in the preparation of the Latest Balance Sheet, except as otherwise
required by changes in Law or GAAP, (d) maintain their respective relationships with third parties (including lessors, licensors, suppliers,
distributors and customers), subject to a right to terminate such relationship for breach or other good cause, and (e) observe and perform all of their
obligations under the Real Property Leases as would a reasonable tenant.

4.3    Operation of Business. From the date hereof until the earlier of the Closing and the termination of this Agreement, NII shall cause the
Company Group and its Subsidiaries to (i) operate their respective businesses in the Ordinary Course of Business and, (ii) along with IPCo, consult
with the Buyers prior to taking any material action or entering into any material transaction, in each case to the extent outside the Ordinary Course
of Business. Without limiting the generality of the foregoing, prior to the Closing, except as set forth on Section 6.7(a) or Section 6.27(b) of the
Disclosure Schedules, IPCo shall not, and NII shall cause the Company Group and its Subsidiaries not to:

(a)    amend its certificate of incorporation or by-laws (or similar constituent documents);

(b)    adopt a plan of liquidation, dissolution, restructuring, merger, amalgamation, consolidation, recapitalization, business rescue,
or other reorganization;

(c)    execute any guaranty, issue any debt, borrow any money or otherwise incur or create any Indebtedness, or permit any assets
to become subject to an Encumbrance other than a Permitted Encumbrance, or forgive, waive or agree to extend repayment on any Indebtedness or
other obligation owed, in each case in excess of $50,000 individually or $100,000 in the aggregate (other than pursuant to existing contracts or
commitments or otherwise in the Ordinary Course of Business, including letters of credit or guaranties executed by the Company Group or a
Subsidiary in connection with the sale of a Business Product);

(d)    purchase, sell, lease, license, dispose of, pledge or agree to any Encumbrance other than a Permitted Encumbrance on any
material property or assets (other than pursuant to existing contracts or commitments set forth on Section 4.3(d) of the Disclosure Schedules or
otherwise in the Ordinary Course of Business); or

(e)    (i) increase or commit to any increase in the benefits under any Benefit Plan or the compensation (in any form, including
severance compensation and compensation payable in connection with a change of control or change in position or responsibilities) payable,
whether conditional or
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otherwise, to any officer or director of the Company Group or any of its Subsidiaries, other than in the Ordinary Course of Business or as required
by Law, by any applicable collective bargaining agreements of the Company Group or any of its Subsidiaries or by any existing Benefit Plans or
Contracts; (ii) increase or commit to increase the compensation (in any form, including severance compensation and compensation payable in
connection with a change of control or change in position or responsibilities) payable to any employee or independent contractor (other than an
officer or director) of the Company Group or any of its Subsidiaries or with respect to the Business other than in the Ordinary Course of Business
or as required by Law, by any applicable collective bargaining agreements of the Company Group or any of its Subsidiaries or by any existing
Benefit Plans or Contracts; (iii) adopt, amend or terminate any Benefit Plan, except as required by Law or by any applicable collective bargaining
agreements; or (iv) grant or pay any bonuses, other than in the Ordinary Course of Business or as required by any existing Benefit Plans or
Contracts;

(f)    enter into or amend any Contract relating to employment or compensation of any director, officer or member of the senior
management of the Company Group or any of its Subsidiaries, including any extension, renewal or new collective bargaining agreement, severance
agreement or change in control agreement;

(g)    enter into or consummate any transaction involving the acquisition of the business, shares, assets or other properties of any
other Person outside of the Ordinary Course of Business;

(h)    except as may be required as a result of a change in Law or in GAAP, elect or change any of its accounting principles or
practices;

(i)    change or revoke any material election for Taxes, amend, refile or otherwise modify any Tax Returns other than amendments
to previously filed United States and Canadian tax returns required as a result of the (i) Advance Pricing Arrangement, signed January 10, 2017,
between NML and the Minister of National Revenue and (ii) Advance Pricing Agreement, signed January 10, 2017, between NI, on behalf of itself
and NML and the Internal Revenue Service, file any ruling or request with any taxing authority, settle any Action in respect of Taxes or enter into
any Contract in respect of Taxes with any Governmental Authority;

(j)    except as may be required as a result of a change in Law or in GAAP, write up or write down any of its material assets or
revalue its inventory;

(k)    modify, terminate, extend, renew or fail to extend or renew any of the Real Property Leases;

(l)    fail to take any action necessary to protect or maintain in all material respects the Owned IP or Licensed IP that is material to
the conduct of the Business, including the prosecution of pending applications for the Registered IP and VFR Patent Assets, the filing of
documents or other information or the payment of any registration, maintenance, renewal or other fees related thereto;

(m)    take any action that would require disclosure under the Disclosure Schedules pursuant to the provisions of Section 6.6; or

(n)    agree or otherwise commit to take any of the actions set forth in the immediately preceding clauses (a) through (m).

Notwithstanding the foregoing, nothing in Section 4.2 or this Section 4.3 shall prohibit IPCo and the Company Group and its Subsidiaries from
taking any action or omitting to take any action (A) as required or as expressly contemplated by this Agreement, (B) as consented to in writing by
the Buyers (such
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consent not to be unreasonably withheld, delayed or conditioned) or (C) as required by Law.

4.4    Access. From the date hereof until the earlier of the Closing and the termination of this Agreement, NII shall cause the Company
Group and its Subsidiaries to afford, and cause their key management personnel, accountants and other representatives to afford, to the Buyers and
their representatives, reasonable access, during normal business hours, and upon reasonable advance notice, to (a) the Company Group’s and its
Subsidiaries’ personnel, (b) business, financial, legal, tax, compensation and other data and information concerning the Company Group’s and its
Subsidiaries’ affairs and operations and (c) the Real Property and any buildings or improvements located thereon, for the purposes of carrying out
reasonable inspections, tests, studies, appraisals, surveys and investigations of the Real Property and any buildings or improvements located
thereon as the Buyers may reasonably require (in accordance with the terms of the Real Property Leases, as applicable) and that are reasonably
necessary because of new information that has come to the Buyers’ attention since signing of this Agreement, provided that such inspections and
the like may not include any drilling, boring, or other testing or sampling that is invasive or affects the condition of the Real Property in any
manner without the prior written consent of the Sellers and Buyers shall promptly advise the Sellers of any material adverse findings associated
with any such inspections or the like; provided further that the Buyers shall use their reasonable best efforts to conduct its due diligence review in a
manner which will not disrupt the operation of the Company Group’s or any of its Subsidiaries’ businesses; provided further that all requests for
access shall be directed to Zachary Scott & Co. (as representative for the Company Group) or such other person as NII may designate from time to
time. Notwithstanding the foregoing, (i) the Buyers shall not have access to personnel records of the Company Group and its Subsidiaries relating
to individual performance or evaluation records, medical histories or other information which in the Sellers’ good faith opinion the disclosure of
which could subject the Sellers, the Company Group or any of its Subsidiaries to risk of Liability; and (ii) nothing herein shall require the
Company Group or the Sellers to provide access to, or to disclose any information to, the Buyers if such access or disclosure would waive any
legal privilege or would be in violation of any Law or the provisions of any agreement to which the Company Group, any of its Subsidiaries, any
of the Sellers or any of their respective Affiliates is a party. None of the Sellers and their respective Affiliates and representatives make any
representation or warranty as to the accuracy of any information (if any) provided pursuant to this Section 4.4, and the Buyers and their Affiliates
and representatives may not rely on the accuracy of any such information, in each case other than the representations and warranties expressly and
specifically set forth in Article V or Article VI, as qualified by the Disclosure Schedules. The information provided pursuant to this Section 4.4
will be used solely for the purpose of effecting the transactions contemplated hereby, and will be governed by all the terms and conditions of the
Confidentiality Agreement. In addition to the foregoing, NII shall cause the Company Group and its Subsidiaries to, as applicable, execute and
deliver any authorizations reasonably required by the Buyers to authorize Governmental Authorities to release information to the Buyers
confirming compliance with Laws and other statutory and government regulations and with respect to potential statutory liens in connection with
the Real Property; Buyers shall promptly advise Sellers of any material adverse findings associated with any such release of information.

4.5    Exclusivity; Acquisition Proposals.

(a)    From the date of this Agreement until the earlier of (i) termination of this Agreement under Article VIII and (ii) the Closing
Date (the “Exclusivity Period”), the Sellers, whether directly or indirectly through their Affiliates or their respective officers, directors, employees,
stockholders, owners, agents or other representatives (“Representatives”), will not: (1) solicit, initiate discussions, engage in, or encourage
discussions or negotiations with or enter into any agreement, including any non-disclosure agreement, with, any party relating to or in connection
with (A) the possible acquisition of the Company Group or any of its Subsidiaries (by way of merger, amalgamation, stock purchase, change of
control, asset purchase, license, lease or otherwise), (B) the possible acquisition of
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the VFR Patent Assets or any of the Shares or other equity interests of the Company Group or its Subsidiaries (including through the issuance of
new Shares or other equity interests) or (C) any other transaction outside of the Ordinary Course of Business that could materially impair the value
of the VFR Patent Assets or the Company Group or its Subsidiaries (collectively, a “Restricted Transaction”); or (2) disclose any non-public
information relating to the VFR Patent Assets or the Company Group or its Subsidiaries or afford access to the books or records of the Company
Group or its Subsidiaries to any Person (other than the Buyers or its Representatives) concerning a Restricted Transaction.

(b)    Throughout the Exclusivity Period, upon its receipt of any offer or proposal with respect to a Restricted Transaction or any
request for nonpublic information or inquiry that the Sellers or the Company Group reasonably believe could lead to a proposal for a Restricted
Transaction, the Sellers will promptly (and in any event within three Business Days after receipt) provide the Buyers with the material terms of any
written proposal, request or inquiry received, or, in the event the proposal, request or inquiry is not written, a written summary of material terms of
the proposal, request or inquiry.

4.6    Cooperation. From the date hereof until the earlier of the Closing and the termination of this Agreement, the Sellers shall, and shall
cause the Company Group and its Subsidiaries to, provide promptly all information with respect to the Company Group and its Subsidiaries that is
reasonably requested by the Buyers in order for the Buyers and their Affiliates to (a) determine whether more than one year of audited financial
statements of the Company Group and its Subsidiaries shall be required to be prepared in connection with compliance by Kadant Parent of
securities Laws in connection with the consummation of the transactions contemplated hereby and (b) prepare such audited financial statements.

ARTICLE V 

REPRESENTATIONS AND WARRANTIES OF THE SELLERS WITH RESPECT TO THE SELLERS

The Sellers jointly and severally represent and warrant to the Buyers that the statements in this Article V are correct, except as set forth in
the schedules accompanying this Agreement (collectively, the “Disclosure Schedules”) that are specifically identified in the applicable
representations and warranties below, and any matter disclosed in any section of the Disclosure Schedules will be considered disclosed for other
sections of the Disclosure Schedules to the extent the applicability of such disclosure to such other section is readily apparent on its face.
Capitalized terms used in the Disclosure Schedules and not otherwise defined therein have the respective meanings given to them in this
Agreement.

5.1    Capacity, Organization and Power. Each Seller is duly organized validly existing under the laws of the state of Washington and each
has the requisite power, authority and legal capacity to enter into this Agreement and the other agreements and instruments contemplated hereby to
which it is a party and to perform its obligations hereunder and thereunder.

5.2    Title. NII legally and beneficially owns and controls all of the Shares, and at the Closing, NII shall deliver to the Buyers good and
marketable title to the Shares, free and clear of all Encumbrances (other than those arising by reason of applicable securities Laws). NII is not party
to any option, warrant, purchase right, shareholders’ agreement or other contract or commitment that could require NII to sell, transfer, or
otherwise dispose of the Shares (other than by way of this Agreement). No Person other than the Buyers has any written or oral agreement or
option or any right or privilege, whether by Law, pre-emptive or contractual, capable of becoming an agreement or option for the purchase or
acquisition from the NII of any of the Shares. Upon completion of the transactions contemplated by this Agreement, all of the Shares will be
owned by the Buyers as the legal and beneficial owner with good and marketable title thereto, free and clear of all Encumbrances (other than those
arising by reason of applicable securities Laws or as may have been granted by the Buyer).
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5.3    Authority; Noncontravention.

(a)    The execution, delivery and performance of this Agreement, and all of the other agreements and instruments contemplated
hereby to which it is a party, have been duly authorized by the Sellers, and no other corporate act or other proceeding on its part or on behalf of any
of the Sellers’ Affiliates is necessary to authorize the execution, delivery or performance of this Agreement or the other agreements and
instruments contemplated hereby and the consummation of the transactions contemplated hereby or thereby.

(b)    This Agreement has been duly executed and delivered by the Sellers and constitutes its valid and binding obligation, and, as
of the Closing, the other agreements and instruments contemplated hereby to which each of the Sellers shall be a party at the Closing will have
been duly executed and delivered by the Sellers, and constitutes or shall constitute its valid and binding obligation enforceable in accordance with
its terms, except as enforceability may be limited or affected by applicable bankruptcy, insolvency, reorganization or other Laws of general
application relating to or affecting the rights of creditors and except as enforceability may be limited by rules of law governing specific
performance, injunctive relief or other equitable remedies.

(c)    Sellers’ execution and delivery of this Agreement and all of the other agreements and instruments contemplated hereby to
which it is or will be a party and its fulfillment of and compliance with the respective terms hereof and thereof do not and shall not (i) conflict with
or result in a breach of the terms, conditions or provisions of, (ii) result in any violation of or constitute a default under (whether with or without
the passage of time, the giving of notice or both), (iii) result in the creation of any Encumbrance upon the Company Group’s or any of its
Subsidiaries’ capital stock or assets pursuant to, (iv) give any third party the right to modify, terminate or accelerate any obligation under or (v)
require any authorization, permit, consent, approval, exemption or other action of or by or notice or declaration to, or filing with, any third party or
any Governmental Authority pursuant to, (1) its articles of incorporation, by-laws or other constituent documents, as applicable, (2) any Law to
which it is subject or (3) any Order or any material Contract, instrument or Permit to which it is subject. For greater certainty and for purposes of
Part IX of the Competition Act, R.S.C., 1985, c.C-34, the book value of the total assets in Canada of the Company Group, including any
corporations controlled by corporations within the Company Group, does not exceed C$88,000,000, and the revenue in or from Canada generated
by such assets does not exceed C$88,000,000, as calculated in accordance with the Notifiable Transactions Regulations, SOR/87-348.

5.4    VFR Patent Assets. IPCo owns all rights, title and interests in and to the invention(s) described and claimed in the specifications of
the VFR Patent Assets and the VFR Patent Assets, free and clear of material Encumbrances, other than Permitted Encumbrances. The VFR Patent
Assets are not “taxable Canadian property” within the meaning of the Income Tax Act (Canada) or “taxable Quebec property” for purposes of the
Taxation Act (Quebec).

5.5    Litigation. There are no Actions or Orders pending or, to the knowledge of the Company Group, threatened against or affecting the
Sellers, at law or in equity, or before or by any Governmental Authority that would reasonably be expected to have an adverse effect on the Sellers’
performance under this Agreement or the consummation of the transactions contemplated hereby.

5.6    Brokerage. Except for Zachary Scott & Co., whose fees will be paid by the Sellers (or an Affiliate thereof), there is no investment
banker, broker, finder or other intermediary which has been retained by or is authorized to act on its behalf who might be entitled to brokerage
commissions, finders’ fees or similar compensation in connection with the transactions contemplated by this Agreement based on any arrangement
or agreement binding upon it.
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5.7    Tax Status. NI is the sole owner of IPCo and is the indirect owner of all of the shares of NII. NI currently is, and since October 1,
2013, has satisfied the requirements to be and has been properly classified as an “S corporation” (under section 1361 of the Code and the Treasury
Regulations thereunder) for U.S. Federal income tax purposes and any applicable state and local tax purposes. NMC and VKNA presently are, and
since October 1, 2013, have satisfied the requirements to be and have been properly classified as Qualified Subchapter S Subsidiaries (“OSSS”)
(under section 1361 of the Code and the Treasury Regulations) for U.S. Federal income tax purposes and state and local tax purposes where OSSS
status is available.

5.8    Tax Liabilities. During the five years prior to the Closing, any restructuring transfers, acquisitions and dispositions by NI, the Sellers
or the Company Group has not generated and shall not generate any deferred or contingent tax liability for any of the Sellers or the Company
Group.

ARTICLE VI 

REPRESENTATIONS AND WARRANTIES OF THE SELLERS WITH RESPECT TO THE COMPANY GROUP

The Sellers jointly and severally represent and warrant to the Buyers that the statements in this Article VI are correct, except as set forth in
the Disclosure Schedules that are specifically identified in the applicable representations and warranties below, and any matter disclosed in any
section of the Disclosure Schedules will be considered disclosed for other sections of the Disclosure Schedules to the extent the applicability of
such disclosure to such other section is readily apparent on its face.

6.1    Capacity, Organization and Corporate Power. The Company Group is duly formed and validly existing under the Laws of the
jurisdiction of its formation or incorporation, as applicable, and has all necessary corporate power, authority and capacity to own its property and
assets and to carry on its business as presently conducted. The Company Group is qualified to do business and is in good standing (or its
equivalent) in every jurisdiction in which its ownership of property or the conduct of business as now conducted requires it to qualify, except
where the failure to be so qualified or in good standing is immaterial. Sellers have furnished to the Buyers copies of the Company Group’s charter
documents and by-laws (or similar constituent documents) and all such documents reflect all amendments made thereto at any time and are correct
and complete.

6.2    Capitalization. Section 6.2 of the Disclosure Schedules lists the number of each class and series of authorized and issued and
outstanding shares of the Company Group’s capital stock, all of which capital stock is owned, directly or indirectly, of record and beneficially by
NII. All of the issued and outstanding shares of the Company Group’s capital stock have been duly authorized, are validly issued, fully paid, and
non-assessable and are not subject to, nor were they issued in violation of, any preemptive rights or rights of first refusal. The Company Group
does not have outstanding (a) any stock or securities convertible or exchangeable for any shares of its capital stock or containing any profit
participation features, (b) any rights or options to subscribe for or to purchase its capital stock or any stock or securities convertible into or
exchangeable for its capital stock or (c) any stock appreciation rights or phantom stock plan. The Company Group is not subject to any option or
obligation (contingent or otherwise) to repurchase or otherwise acquire or retire any shares of its capital stock or any warrants, options or other
rights to acquire its capital stock. There are no binding agreements to which NII or the Company Group is a party with respect to the disposition,
voting or transfer of the Company Group’s capital stock.

6.3    Authorization; Noncontravention.

(a)    The execution, delivery and performance of this Agreement and all of the other agreements and instruments contemplated
hereby to which the Company Group is a party are within the
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Company Group’s corporate powers and have been duly authorized by the Company Group, and no other corporate act or other
proceeding on the part of the Company Group or its boards of directors are necessary to authorize the execution, delivery or performance of this
Agreement or the other agreements and instruments contemplated hereby and the consummation of the transactions contemplated hereby or
thereby.

(b)    This Agreement has been duly executed and delivered by the Company Group and constitutes its valid and binding
obligation, and, as of the Closing, the other agreements and instruments contemplated hereby to which the Company Group shall be a party at the
Closing will have been duly executed and delivered by the Company Group, and constitutes or shall constitute a valid and binding obligation of the
Company Group, enforceable in accordance with its terms, except as enforceability may be limited or affected by applicable bankruptcy,
insolvency, reorganization or other Laws of general application relating to or affecting the rights of creditors and except as enforceability may be
limited by rules of law governing specific performance, injunctive relief or other equitable remedies.

(c)    The execution and delivery by the Company Group of this Agreement and all of the other agreements and instruments
contemplated hereby to which the Company Group is or will be a party and the fulfillment of and compliance with the respective terms hereof and
thereof by the Company Group do not and shall not (i) conflict with or result in a breach of the terms, conditions or provisions of, (ii) result in any
violation of or constitute a default under (whether with or without the passage of time, the giving of notice or both), (iii) result in the creation of
any Encumbrance upon the capital stock or assets of the Company Group or any of its Subsidiaries pursuant to, (iv) give any third party the right to
modify, terminate or accelerate any obligation under or (v) require any authorization, consent, approval, exemption or other action of or by or
notice or declaration to, or filing with, any third party or any Governmental Authority pursuant to, (1) the Company Group’s or any of its
Subsidiaries’ respective articles of incorporation or by-laws (or similar constituent documents), (2) any Law to which the Company Group or any
of its Subsidiaries is subject or (3) any Order or any material Contract, instrument or Permit to which the Company Group or any of its
Subsidiaries is subject.

6.4    Subsidiaries.

(a)    Each Subsidiary of the Company Group is duly formed and validly existing under the laws of the jurisdiction of its formation
or incorporation, as applicable, and has all necessary power, authority and capacity to own its property and assets and to carry on its business as
presently conducted. Each Subsidiary of the Company Group is qualified to do business and is in good standing (or its equivalent) in every
jurisdiction in which its ownership of property or the conduct of its business as now conducted requires it to qualify, except where the failure to be
so qualified or in good standing is immaterial. NII has furnished to the Buyers copies of the Company Group’s Subsidiaries’ respective charter
documents and by-laws (or similar constituent documents) and all such documents reflect all amendments made thereto at any time and are correct
and complete.

(b)    Section 6.4(b) of the Disclosure Schedules lists the number of each class and series of authorized and issued and outstanding
shares in the capital of each Subsidiary of the Company Group together with the name of the record and beneficial holder of such capital stock. All
of the issued and outstanding shares in the capital of each Subsidiary of the Company Group have been duly authorized, are validly issued, fully
paid, and non-assessable and are not subject to, nor were they issued in violation of, any preemptive rights or rights of first refusal. None of the
Subsidiaries of the Company Group has outstanding (a) any stock or securities convertible or exchangeable for any shares of its capital stock or
containing any profit participation features, (b) any rights or options to subscribe for or to purchase its capital stock or (c) any stock or securities
convertible into or exchangeable for its capital stock or any stock appreciation rights or phantom stock plan. None of the Subsidiaries of the
Company Group is subject to any option or obligation (contingent or otherwise) to repurchase or otherwise acquire or retire
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any shares of its capital stock or any warrants, options or other rights to acquire its capital stock. There are no agreements with respect to the
voting or transfer of the Company Group’s Subsidiaries’ capital stock.

6.5    Financial Statements.

(a)    Section 6.5(a) of the Disclosure Schedules contains (i) the unaudited consolidated balance sheet of the Company Group and
its Subsidiaries as of as of September 30, 2014, September 30, 2015, and September 30, 2016, and related unaudited consolidated statements of
income for the fiscal year then ended and (ii) the unaudited consolidated balance sheet of the Company Group and its Subsidiaries as of December
31, 2016, and related unaudited consolidated statement of income for the fiscal quarter then ended (the unaudited consolidated balance sheet of the
Company Group and its Subsidiaries as of December 31, 2016, the “Latest Balance Sheet”).

(b)    Each of the foregoing financial statements has been based upon the information contained in the Company Group’s and its
Subsidiaries’ books and records, is complete and correct in all material respects and fairly presents the financial condition and operating results, on
a consolidated basis, for the periods covered thereby, and has been prepared in accordance with GAAP as in effect from time to time consistently
applied throughout the periods covered thereby, subject to the absence of footnote disclosures and other presentation items and changes resulting
from normal year-end adjustments the effect of which shall not, individually or in the aggregate, be materially adverse to the Company Group and
any of its Subsidiaries.

(c)    The Company Group and its Subsidiaries have no Liabilities that would be required to be disclosed under GAAP in the Latest
Balance Sheet except for those incurred in the Ordinary Course of Business since the date of the Latest Balance Sheet.

(d)    Each customer order in backlog of the Company Group and its Subsidiaries as of the date of this Agreement and as of the
Closing Date has been entered into in the Ordinary Course of Business, represent a binding Contract for the purchase and sale of equipment and
services and, to the knowledge of the Company Group, will not result in the Company Group or its Subsidiaries realizing negative gross margins
on the order in connection therewith.

6.6    Absence of Certain Developments. Since the date of the Latest Balance Sheet and through the date of this Agreement, there has
occurred (i) no fact, event, circumstance, effect or change which has had or would be reasonably expected to have a Material Adverse Effect or (ii)
any loss, destruction, damage or eminent domain taking (in each case, whether or not insured) affecting the Company Group or its property or
assets in excess of $50,000 in the aggregate. Except as set forth on Section 6.6 of the Disclosure Schedules, since the date of the Latest Balance
Sheet, neither the Company Group nor any of its Subsidiaries has:

(a)    engaged in any material transaction that was not in the Ordinary Course of Business;

(b)    made any change in its accounting or tax methods, principles or practices except as required by GAAP or by any Law;

(c)    declared or paid any non-cash dividend;

(d)    (i) entered into any employment, deferred compensation, severance or similar agreement except any employment agreement
providing compensation of less than $125,000 per annum; (ii) provided or agreed to provide any material increase in the compensation payable, or
to become payable, by the Company Group or any of its Subsidiaries to any of its employees, directors, managers or
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officers; or (iii) provided or agreed to provide any new benefits or increase in the coverage or benefits available under any Benefit Plan for its
employees, agents or representatives, other than, with respect to the immediately preceding clauses (ii) and (iii), increases, payments or provisions
which are made pursuant to a pre-existing contractual obligation or are required by Law or any applicable collective bargaining agreements of the
Company Group or any of its Subsidiaries or are made in connection with annual reviews and are consistent with past practice and experience;

(e)    issued or sold, or entered into any Contract for the issuance or sale, of any shares, or securities convertible into or exercisable
for shares, in the capital stock of the Company Group or any of its Subsidiaries;

(f)    granted any Encumbrance on or over any material property or assets, other than Permitted Encumbrances;

(g)    amended its constituent documents, by-laws or other organizational documents;

(h)    adopted a plan or agreement of liquidation, dissolution, restructuring, amalgamation, merger, consolidation, restructuring,
recapitalization or other reorganization;

(i)    issued any note, bond or other debt security or incurred or guaranteed any Indebtedness, other than in the Ordinary Course of
Business;

(j)    entered into or consummated any transaction involving the acquisition of the business, shares, assets or other properties of
any other Person, other than in the Ordinary Course of Business;

(k)    sold, leased, licensed or otherwise disposed of any material amount of assets or property for consideration in excess of
$50,000, other than to customers of the Business in the Ordinary Course of Business;

(l)    changed in any material respect, terminated or discontinued any operations;

(m)    except as may be required as a result of a change in Law or in GAAP, written up or written down any assets;

(n)    without limiting the generality of the foregoing, taken any action that would have been prohibited by Section 4.3 if it had
been taken after the date hereof and prior to the Closing Date; or

(o)    entered into any Contract to do any of the things referred to elsewhere in this Section 6.6.

6.7    Contracts and Commitments.

(a)    Except as set forth on Section 6.7(a) of the Disclosure Schedules, neither the Company Group nor any of its Subsidiaries is a
party to or bound by any:

(i)    Contract under which the Company Group or any of its Subsidiaries has advanced or loaned any other Person any
amount or contract under which any Person would be deemed to have Indebtedness to the Company Group or any of its Subsidiaries, in each case
in excess of $50,000, other than any such contract between the Company Group and any of its Subsidiaries and any Subsidiary of the Company
Group and another Subsidiary of the Company Group;
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(ii)    Contract relating to Indebtedness or the mortgaging of, pledging or otherwise placing an Encumbrance (other than
Permitted Encumbrances) on any asset or group of assets of the Company Group or any of its Subsidiaries in excess of $100,000;

(iii)    Contract under which the Company Group or any of its Subsidiaries is lessee of or holds or operates any tangible
property, real or personal, owned by any other party thereto, except for any lease of real or personal property under which the aggregate annual
rental payments do not exceed $100,000;

(iv)    Contract under which the Company Group or any of its Subsidiaries is lessor of or permits any third party to hold or
operate any tangible property, real or personal, owned or controlled by the Company Group or any of its Subsidiaries under which the aggregate
annual rental payments to the Company Group or any of its Subsidiaries do not exceed $100,000;

(v)    Contract with customers of the Company Group or any of its Subsidiaries not completed as of a date five days prior
to the date of this Agreement for the purchase of a Business Product or rendering of services involving payments to the Company Group or any of
its Subsidiaries in excess of $500,000;

(vi)    Contract for the purchase of equipment or other materials or services by the Company Group or any of its
Subsidiaries where the purchase price under any such Contract exceeds $250,000 where performance by the supplier is not completed as of a date
five days prior to the date of this Agreement;

(vii)    Contract prohibiting the Company Group or any of its Subsidiaries from freely engaging in any business activity or
line or competing anywhere in the world, or from soliciting or hiring any Person;

(viii)    Contract for the employment of any officer, individual employee or other person on a full-time or consulting basis
providing for annual base compensation in excess of $125,000 or that are not terminable without payment of any severance or penalty other than as
required by any Law;

(ix)    Contract with a Governmental Authority;

(x)    Contract providing for payment or acceleration of benefits as a result of the transactions contemplated by this
Agreement;

(xi)    guaranty of any obligation for any Indebtedness of a Person or other guaranty of obligations of a Person, other than
guaranties by the Company Group of obligations of one or more of its Subsidiaries, or guaranties by a Subsidiary of the Company Group of
obligations of the Company Group or of other Subsidiaries of the Company Group;

(xii)    other than a Commercial Software Contract, Contract relating to the licensing of Intellectual Property Rights by a
Person to the Company Group or any of its Subsidiaries involving annual consideration in excess of $50,000;

(xiii)    Contract transferring ownership of, or granting a license or right to use, any Intellectual Property Rights of the
Company Group or any of its Subsidiaries to any other Person, including each Contract granting an exclusive license or an exclusive right to use;

(xiv)    Contract for any joint venture, partnership, profit sharing or other strategic arrangement;
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(xv)    Contract with any distributor, manufacturer’s representative or dealer or with any broker or sales agent providing
for bonus, incentive, commission, or similar payments;

(xvi)    Contract providing for capital expenditures or the acquisition or construction of fixed assets for the benefit and use
of the Company Group or any of its Subsidiaries in excess of $100,000 in any year;

(xvii)    Contract relating primarily to confidentiality or nondisclosure, other than employee, independent contractor,
customer or supplier Contracts entered into in the Ordinary Course of Business and other than any Contracts relating primarily to confidentiality or
nondisclosure entered into in connection with the potential sale of the Company Group;

(xviii)    Contract relating to any future acquisition (or, to the extent that the Company Group or any of its Subsidiaries has
any surviving indemnification, payment or other Liabilities or other obligations or any material rights thereunder, relating to any past acquisition)
by the Company Group or any of its Subsidiaries of any operating business or the assets or share capital of any other Person;

(xix)    Contract for the sale or other transfer of any tangible assets (other than pursuant to any customer Contract) having
a fair market value in excess of $25,000;

(xx)    Contract with a customer of the Company Group or any of its Subsidiaries providing for “master” terms and
conditions of sale applicable to all sales of goods or provision of services to such customer;

(xxi)    Contract involving the settlement, release, compromise or waiver of any material rights, claims, obligations, duties
or Liabilities;

(xxii)    Contract with any labor union or employee representative of a group of employees;

(xxiii)    Contract containing an effective power of attorney granted by the Company Group or any of its Subsidiaries;

(xxiv)    written commitment to enter into any agreement of the type described in the immediately preceding clauses (i)
through (xxiv); or

(xxv)    other Contract which is otherwise material to the Business, taken as a whole (all of the foregoing referenced
Contracts, collectively, the “Material Contracts”).

(b)    Each of the Material Contracts is in full force and effect, and is the legal, valid and binding obligation of the Company Group
or its Subsidiaries which is or are party thereto, and, to the knowledge of the Company Group, of the other parties thereto enforceable against each
of them in accordance with its terms. Neither the Company Group nor any of its Subsidiaries is in default under any Material Contract, and, to the
knowledge of the Company Group, the other parties to each of the Material Contracts are not in default thereunder. To the knowledge of the
Company Group, no event, condition or occurrence exists which (with or without notice or lapse of time) would constitute a default under any of
the Material Contracts. No party to any of the Material Contracts has exercised any termination rights with respect thereto, and no party has given
written notice of any significant dispute with respect to any Material Contract. The Company Group has provided to the Buyers true, correct and
complete copies of each Material Contract, together with all amendments, modifications or supplements thereto in effect.

 - 33 -  



6.8    Intellectual Property Rights.

(a)    Section 6.8(a) of the Disclosure Schedules lists all (i) Registered IP and the jurisdictions in which the Registered IP has been
issued, registered or otherwise recorded or in which any such application has been filed; (ii) Owned IP that is material to the Business or the
Business Products to the extent not listed pursuant to the immediately preceding clause (i); and (iii) Licensed IP to the extent not licensed pursuant
to a Commercial Software Contract.

(b)    The Company Group and its Subsidiaries, and IPCo in respect of the VFR Patent Assets, exclusively own all right, title and
interest in and to the Owned IP (the foregoing shall not be deemed a representation of validity, enforceability, or non-infringement) and have not
licensed, and are not required to license, any of the Owned IP (including as a result of the transactions contemplated hereby) to any Person except
pursuant to Contracts disclosed to the Buyers.

(c)    The Registered IP is valid and the rights of the Company Group and its Subsidiaries, and IPCo in respect of the VFR Patent
Assets, in the Registered IP are enforceable, subject in the case of applications for Intellectual Property Rights that have not yet gone to
registration, to the risks of Governmental Authority examinations and approvals or denials, and all of the applications and registrations for the
Registered IP are subsisting and in good standing (including in respect of the payment of filing, examination and maintenance fees and proofs of
working or use and all such necessary documents and certificates being timely filed and true and correct); provided that as to the validity of any
patents1 and patent applications, the foregoing shall be deemed a representation made to the knowledge of the Company Group; provided further
that the foregoing shall not be deemed a representation of non-infringement.

(d)    The Owned IP is fully assignable, transferable and licensable, free and clear of Encumbrances, other than Permitted
Encumbrances, by the Company Group and its Subsidiaries, or by IPCo in respect of the VFR Patent Assets, without consent, restriction or
payment of any kind (the foregoing shall not be deemed a representation of validity, enforceability or non-infringement).

(e)    There is no pending or, to the Company Group’s knowledge, threatened Action that any Owned IP, or embodiment thereof,
infringes, misappropriates or otherwise violates the proprietary rights of any other Person or contesting ownership or validity of, or the Company
Group’s or its Subsidiaries’ right to exploit any Owned IP, including any interference, reissue, re-examination or opposition proceeding or
proceeding contesting the rights of the Company Group or its Subsidiaries’ to any Registered IP.

(f)    To the knowledge of the Company Group: (i) no third party is infringing any Owned IP, and none of the Business, the
Business Products, the use of the Owned IP and (ii) the conduct of the Company Group’s or its Subsidiaries’ business infringes, misappropriates or
otherwise violates any Intellectual Property Rights of any third party. None of the Company Group, its Subsidiaries and the Sellers has received
written (including by electronic mail) notice of any claim or threatened claim of infringement, misappropriation unauthorized use or other violation
or challenging the ownership or validity of any Intellectual Property Rights, or an offer to license or any claim that the Company Group or its
Subsidiaries must license or refrain from using any such Intellectual Property Rights, in each case which is not fully resolved.

(g)    No Trade Secret material to the Company Group’s or its Subsidiaries’ business has been authorized to be disclosed or has
been actually disclosed by the Company Group or its Subsidiaries

1Kadant is currently conducting additional due diligence regarding the VFR patents.
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to any third party, other than pursuant to an enforceable confidentiality or non-disclosure agreement. The Company Group and its Subsidiaries
have taken adequate security measures to protect the secrecy, confidentiality and value of all Trade Secrets, which measures are reasonable in the
industry in which the business operates.

(h)    Except as set forth on Section 6.8(h) of the Disclosure Schedules, each current and former employee and independent
contractor of the Company Group and its Subsidiaries (including co-op students and interns) has assigned, without additional consideration, to the
Company Group or its Subsidiaries all Intellectual Property Rights developed, conceived or reduced to practice in the course of such Persons’
employment or engagement with the Company Group or any of its Subsidiaries and has waived all non-assignable rights (including moral rights)
therein.

(i)    Except as set forth on Section 6.8(i) of the Disclosure Schedules, the transactions contemplated by this Agreement will not
affect the rights of the Company Group or any of its Subsidiaries in or to the Owned IP or Licensed IP, including triggering any additional
obligations, Liabilities or rights to terminate any Contract in respect thereof.

6.9    Litigation. There are no Actions pending or, to the Company Group’s knowledge, threatened against the Company Group or any of
its Subsidiaries, at law or in equity, or before or by any Governmental Authority and during the three years prior to the Closing, there have been no
such Actions. Neither the Company Group nor any of its Subsidiaries is not subject to any outstanding Order of any Governmental Authority or
other Person. To the knowledge of the Company Group, no event has occurred that is reasonably likely (with or without notice or lapse of time) to
lead to an Action against the Company Group or any of its Subsidiaries as a defendant that would reasonably likely result in a Material Adverse
Effect. Neither the Company Group nor any of its Subsidiaries is subject of any Order relating to or affecting adversely the Company Group or any
of its Subsidiaries or the Business.

6.10    Compliance with Laws; Licenses and Permits.

(a)    The Company Group and its Subsidiaries are, and for the three years prior to the Closing have been, in compliance, in all material
respects, with all Laws relating to the Company Group or any of its Subsidiaries or the Business, and no notices have been received by and no
Actions have been filed during the three years prior to the Closing against the Company Group or any of its Subsidiaries alleging any material
failure to comply with any such Laws.

(b)    The Company Group and its Subsidiaries and their respective directors, officers and employees and, to the knowledge of the
Company Group, its agents and representatives are in compliance with applicable Sanctions in all material respects. None of the Company Group,
its Subsidiaries, their respective directors, officers and employees and, to the knowledge of the Company Group, their respective agents and
representatives is a Sanctioned Person or a Person identified in any list of any Governmental Authority (including U.S. Executive Order No. 13224
or the Uniting and Strengthening America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act of 2001) that
prohibits or limits the conduct of business with or the receiving of funds, good or services to or for the benefit of certain Persons specified therein.

(c)    The Company Group and its Subsidiaries has at all times complied in all material respects with all Laws relating to export control
and trade sanctions or embargoes. Neither the Company Group nor any of its Subsidiaries has violated the anti-boycott prohibitions contained in
50 U.S.C. Sections 2401 et seq. or taken any action that can be penalized under Section 999 of the Code.

(d)    All Permits which are material to the conduct by the Company Group or any of its Subsidiaries of their respective businesses
have been obtained and are valid and in full force and effect.
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Section 6.10(d) of the Disclosure Schedules sets forth all such Permits which are held by the Company Group and its Subsidiaries.

(e)    The Company Group and its Subsidiaries:

(i)    have been in material compliance with Canada’s international trade Laws relating to customs, including the Customs
Act, Customs Tariff and Export and Import Permits Act, and any regulations made thereunder and equivalent Laws of any other jurisdiction
(“Customs Laws”);

(ii)    to the knowledge of the Company Group, have not been and are currently not subject to any pending civil or criminal
investigation, litigation, audit, compliance assessment, compliance verification, focused assessment, penalty proceeding or assessment, customs
seizure, forfeiture or forfeiture action, record-keeping inquiry, assessment of additional duty for failure to properly mark imported merchandise,
notice to properly mark merchandise or return merchandise to customs custody, redetermination or claim for additional customs duties or fees,
denial order, suspension of export privileges, government sanction or any other Action by a Governmental Authority involving or otherwise
relating to any alleged or actual violation of the, or relating to any, alleged or actual underpayment of customs duties, fees, Taxes or other amounts
owed pursuant to the Customs Laws;

(iii)    have not had and do not currently have any outstanding customs-related appeals, requests for re-determination
whether as a result of disputes or refund claims or appeals to courts or to the Canadian International Trade Tribunal or any equivalent courts,
agencies or tribunals of another jurisdiction pursuant to Customs Laws;

(iv)    have not made or provided any material false statement or omission to any Governmental Authority or to any
purchaser of products, in connection with the importation of merchandise, the valuation, origin or classification of imported merchandise, the duty
treatment of imported merchandise, the eligibility of imported merchandise for favorable duty rates or other special treatment, country-of-origin
marking, NAFTA or other free trade agreement certificates, marking and labeling requirements for textiles and apparel, other statements or
certificates concerning origin, quota or visa rights, jurisdiction-specific content requirements, licenses or other approvals required by a
Governmental Authority; and

(v)    have not imported products or materials, or had products or materials imported on their behalves, which are subject
to or otherwise covered by an antidumping duty order or countervailing duty order that remains in effect or is subject to or otherwise covered by
any publicly announced pending antidumping or countervailing duty investigation by a Governmental Authority.

6.11    Environmental Matters.

(a)    To the Company Group’s knowledge, the Company Group, its Subsidiaries, their respective corporate (or other) Affiliated
predecessors and their respective Affiliates are and at all times have been in compliance with all Environmental Laws and Environmental Permits
in all material respects.

(b)    The Company Group, its Subsidiaries, their respective corporate (or other) Affiliated predecessors and their respective
Affiliates have not received any written notice from any Person regarding any actual or alleged Liability or request for information arising under
Environmental Laws or in respect of Hazardous Materials with respect to the Company Group, its Subsidiaries, their respective corporate (or
other) Affiliated predecessors or their respective Affiliates’ operations or the real property listed on Section 6.18(b) or Section 6.18(c) of the
Disclosure Schedules or real property previously owned, leased or operated by the Company Group, its Subsidiaries, their respective corporate (or
other) Affiliated predecessors or their respective Affiliates or any property to which wastes or materials
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generated by the Company Group, its Subsidiaries, their respective corporate (or other) Affiliated predecessors or their respective Affiliates have
been taken.

(c)    Except with respect to asbestos or mold, mildew or bacteria associated with buildings, as to which the representation and
warranty as to clause (i) is as to the knowledge of the Company Group, (i) there are no and have not been any Hazardous Materials used,
generated, released, treated, stored, handled, transported or disposed of by the Company Group, its Subsidiaries, their respective corporate (or
other) Affiliated predecessors or their respective Affiliates, or (ii) to Company Group’s knowledge, by another Person, on real property previously
owned, leased or operated by the Company Group, its Subsidiaries, their respective corporate (or other) Affiliated predecessors or their respective
Affiliates, in the case of each of the immediately preceding clauses (i) and (ii), in a manner that is reasonably likely to give rise to Liability to the
Company Group or any of its Subsidiaries.

(d)    Neither the Company Group nor any of its Subsidiaries is subject to any claim, investigation known to the Company Group,
Order, notice of Liability or complaint asserting a remedial obligation or Liability under Environmental Laws or in respect of Hazardous Materials,
including with respect to conditions at or originating or disposed from any of the real property listed on Sections 6.18(b) and Section 6.18(c) of the
Disclosure Schedules or real property previously owned, leased or operated by the Company Group, its Subsidiaries, their respective corporate (or
other) Affiliated predecessors or their respective Affiliates.

(e)    To the Company Group’s knowledge, there is no reasonable and credible basis for any Person to assert, in a claim, Order,
notice or complaint not previously made, that the Company Group, its Subsidiaries, their respective corporate (or other) Affiliated predecessors or
their respective Affiliates have any remedial obligation or Liability under Environmental Laws as a result of the operations of the Company Group,
its Subsidiaries, their respective corporate (or other) Affiliated predecessors or their respective Affiliates (including any material or waste
generated or disposed of off-site by or on behalf of the Company Group, its Subsidiaries, their respective corporate (or other) Affiliated
predecessors or their respective Affiliates), or pertaining to any of the real property listed on Sections 6.18(b) or Section 6.18(c) of the Disclosure
Schedules or real property previously owned, leased or operated by the Company Group, its Subsidiaries, their respective corporate (or other)
Affiliated predecessors or their respective Affiliates.

(f)    The Sellers and Company Group have delivered to the Buyers true and complete copies and results of any material and
written reports, assessments, audits, studies, analyses, tests or monitoring possessed or initiated by the Sellers, the Company Group or its
Subsidiaries pertaining to Hazardous Materials or conditions regulated by or Liabilities under Environmental Laws in, on or under the real property
listed on Sections 6.18(b) or Section 6.18(c) of the Disclosure Schedules or real property previously owned, leased or operated by the Company
Group, its Subsidiaries, their respective corporate (or other) Affiliated predecessors or their respective Affiliates.

(g)    None of the Sellers, the Company Group and its Subsidiaries has agreed by Contract to indemnify any third party or be
responsible for any claim asserted against a third party under Environmental Laws, except for the Sellers’ indemnification obligation under Article
X.

(h)    The representations and warranties in this Section 6.11 are the sole and exclusive representations and warranties of NII and
the Company Group concerning any matters arising under Environmental Laws.
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6.12    Employees.

(a)    The Company Group has provided to the Buyers a list setting forth the name, title, and current annual salary (including any
bonus arrangements) of each of the employees of the Company Group’s and its Subsidiaries, as of a date five days prior to the date of this
Agreement, and whether any such employees are absent from active employment for a period in excess of one month, including leave of absence
or disability. Since the date of the Latest Balance Sheet, there has not been any material change in the compensation of the Covered Employees
(except for compensation increases and decreases in the Ordinary Course of Business).

(b)    Section 6.12(b) of the Disclosure Schedules sets forth the name and rate of compensation for each person who is performing
services as an independent contractor of the Company Group or any of its Subsidiaries. The Company Group has provided to the Buyers true and
correct copies of all Contracts with each such independent contractor. Each such independent contractor qualifies as an independent contractor for
purposes of all applicable legal requirements, including those relating to taxes, insurance and employee benefits.

(c)    

(i)    The Company Group is and its Subsidiaries are in compliance in all material respects with all applicable collective
bargaining agreements and Laws relating to the employment of labor (including provisions thereof relating to labor or employment standards,
human rights, employment discrimination, harassment, retaliation, reasonable accommodation, disability rights or benefits, employee privacy,
immigration, visas, labor relations, workers’ compensation, payment of wages (including vacation pay, hours and records of hours worked),
overtime compensation, child labor, hiring, promotion and termination of employees, working conditions, meal and break periods, background and
credit checks, minimum wages hours, pay equity and occupational health and workplace safety standards, payment of social security and other
similar Taxes and withholdings, leaves of absence, and unemployment insurance).

(ii)    To the Company Group’s knowledge, none of the Covered Employees are subject to any non-compete, non-
disclosure, non-solicit, assignment of inventions, confidentiality, employment, consulting or similar agreements affecting or in conflict with the
present business activities of the Company Group or any of its Subsidiaries, except for agreements between the Company Group or any of its
Subsidiaries and their respective present and former employees. Each of the Covered Employees has executed a non-competition, non-solicitation
and employment agreement.

(d)    During the three years prior to the Closing, neither the Company Group nor any of its Subsidiaries has received any notice of,
and there is no pending or, to the Company Group’s knowledge, threatened, labor or employment dispute, controversy or grievance or any other
unfair labor practice proceeding, or claims of breach of contract or any obligations to any of the Company Group’s or any of its Subsidiaries’
employees, officers, directors, managers or independent contractors. During the three years prior to the Closing, there have been and there are no
Actions against the Company Group or any of its Subsidiaries pending, or to the Company Group’s knowledge, threatened to be brought or filed,
by or with any Governmental Authority or arbitrator in connection with the employment of any current or former applicant, employee, consultant,
volunteer, intern, independent contractor, or other person performing services for the Company Group or any of its Subsidiaries or in relation to the
business, including any claim relating to unfair labor practices, employment discrimination, harassment, retaliation, equal pay, wage and hours,
misclassification, or any other employment related matter arising under any Laws. There are no pending claims against the Company Group or any
of its Subsidiaries under any workers’ compensation plan or policy or for long-term disability.
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(e)    Except as set forth in Section 6.12(e) of the Disclosure Schedules, neither the Company Group nor any of its Subsidiaries is
party to or bound by any collective bargaining agreement or similar agreement with any labor organization. To the Company Group’s knowledge,
there are no threatened or apparent union organizing activities involving employees of the Company Group or any of its Subsidiaries, nor to the
knowledge of the Company Group have there been any such activities in the three years prior to the Closing. Neither the Company Group nor any
of its Subsidiaries has had any threatened or actual strikes or work stoppages in the three years prior to the Closing. Except as set forth in Section
6.12(e) of the Disclosure Schedules, neither the Company Group nor any of its Subsidiaries is a party to any Action relating to the alleged violation
of any Law pertaining to labor relations or employment matters, including any charge or complaint filed by an employee or union with the U.S.
National Labor Relations Board, the U.S. Equal Employment Opportunity Commission or any comparable governmental body, organizational
activity or other labor or employment dispute, or any application for certification of a collective bargaining agent.

(f)    Section 6.12(f) of the Disclosure Schedules sets forth all change in control payments, stay bonus, severance and other similar
arrangements to be paid in connection with the Closing.

(g)    All current assessments under applicable workers’ compensation and occupational health and safety Laws that relate to the
Company Group or any of its Subsidiaries that are due have been paid or accrued, and neither the Company Group nor any of its Subsidiaries has
been subject to any specialty or penalty assessment under such Laws which will not be paid as of the Closing.

(h)    There are no outstanding citations or inspection orders made under any applicable workers’ compensation or occupational
health and safety Laws relating to the Company Group or any of its Subsidiaries. There are no pending charges against the Company Group or any
of its Subsidiaries under occupational health and safety Laws. There have been no fatal or critical accidents or injuries which have occurred in the
course of the operation of the Business which may reasonably lead to charges under any Laws. To the knowledge of the Company Group, there are
no materials present in the Business facilities exposure to which, as a result of the manner handled or stored by the Company Group or any of its
Subsidiaries, may reasonably likely result in an occupational disease as defined under applicable occupational health and safety Laws. The
Company Group and its Subsidiaries have complied in all respects with any Orders issued under occupational health and safety Laws.

(i)    All accruals for unpaid vacation pay, premiums for employment insurance, health premiums, pension plan premiums and
employee benefit plan payments have been reflected in the books and records of the Company Group and its Subsidiaries.

(j)    Neither the Company Group nor any of its Subsidiaries has violated the U.S. Worker Adjustment and Retraining Notification
Act or any similar Laws.

6.13    Employee Benefit Plans.

(a)    Section 6.13 of the Disclosure Schedules sets forth an accurate and complete list of each material Benefit Plan. The Company
Group has provided to the Buyers (i) a correct and complete copy of each Benefit Plan that is set forth in writing and related plan documents
(including employee booklets, summary plan descriptions, and other authorizing documents and any material employee communications relating
thereto); (ii) a correct and complete copy of any related insurance Contract, or other funding arrangement; (iii) a written summary of each Benefit
Plan that is not set forth in writing; (iv) copies of all material correspondence with Governmental Authorities and plan summaries, employee
booklets, brochures and personnel manuals; and (v) as applicable to Benefit Plans maintained in the United States, (A) the most recent
determination or opinion letter received from the Internal Revenue Service for any Benefit Plan intended to be qualified under the Code and any
determination letter
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application that is currently in progress; (B) the most recent actuarial valuation and financial statement; (C) all material reports, letters or other
communications from any Governmental Authority regarding a Benefit Plan; (D) all trust agreements, insurance contracts and other funding
agreements (including group annuity contracts, insurance policies, administrative services contracts and investment management agreements)
related to such Benefit Plan; and (E) the three most recently filed annual return/reports (Form 5500s), including all schedules thereto.

(b)    All data in the Company Group’s possession necessary to administer each Benefit Plan has been provided by the Company
Group to the Buyers and is true and correct in all material respects.

(c)    Each Benefit Plan has been established and, where required, is registered, maintained, administered, operated, funded, and
invested, in material compliance with the terms thereof and all Laws (including for avoidance of doubt the provisions of Section 409A of the Code
and all applicable regulatory guidance thereof).

(d)    No fact or circumstance exists that could adversely affect the Tax-preferred, Tax-exempt or Tax-qualified status of any
Benefit Plan.

(e)    All Liabilities of the Company Group and its Subsidiaries related to all Benefit Plans have been fully and accurately disclosed
in accordance with GAAP in the financial statements of the Company Group. No changes have occurred to the Benefit Plans or are expected to
occur which would affect the actuarial reports or any of the financial statements of the Company Group.

(f)    No insurance policy or other Contract affecting any Benefit Plan requires or permits a retroactive increase in premiums or
payments due thereunder. The level of insurance reserves in respect of each insured Benefit Plan is reasonable and sufficient to provide for all
incurred but unreported claims.

(g)    There have been no withdrawals, applications or transfers of assets from any Benefit Plan or the trusts or other funding media
relating thereto except in accordance with the terms of such Benefit Plan, all Laws and all applicable collective bargaining agreements of the
Company Group and its Subsidiaries. None of the Company Group, any of its Subsidiaries and any agent or fiduciary has been in breach of any
contractual or fiduciary obligation with respect to the administration of the Benefit Plans or the trusts or other funding media relating thereto.

(h)    Each Benefit Plan is fully funded or fully insured on a going concern, solvency and wind-up basis pursuant to the actuarial
methods and assumptions provided by the Company Group to the Buyers and in accordance with the requirements of Law.

(i)    Other than with respect to Contracts with any labor unions, the Company Group may unilaterally amend, modify, vary, revise,
revoke or terminate, in whole or in part, each Benefit Plan and, subject only to approvals required by Law and to rights of participants with respect
to earned or accrued benefits.

(j)    Except as required by Laws or by applicable collective bargaining agreements of the Company Group or any of its
Subsidiaries, since the date of the Latest Balance Sheet, there have been no amendments, improvements, increases or changes to or promised
material amendments, improvements, increases or changes to the benefits provided under any Benefit Plan. None of the Benefit Plans provide for
benefit increases or the acceleration of funding obligations that are contingent upon or will be triggered by the entering into of this Agreement or
the completion of the transactions contemplated hereby and neither the entering into this Agreement nor the completion of the transactions
contemplated hereby shall (i) entitle any individual to severance pay, unemployment compensation, or any other
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compensation or benefit; (ii) result in any benefit or right becoming established or increased or accelerate the time of payment or vesting of any
benefit under any Benefit Plan; (iii) require the Company Group or any of its Subsidiaries to transfer or set aside any assets to fund or otherwise
provide for any benefits for any individual; (iv) impair any of the rights of the Company Group or any of its Subsidiaries with respect to any
Benefit Plan; or (v) result in the forgiveness in whole or in part of any outstanding loans made by the Company Group or any of its Subsidiaries to
any Person.

(k)    No Benefit Plan is a pension plan, whether or not constituting a registered pension plan as that term is defined is defined at
subsection 248(1) of the Income Tax Act (Canada).

(l)    All employer or employee payments, contributions and premiums required to be remitted or paid to or in respect of each
Benefit Plan have been paid or remitted in all material respects in a timely fashion in accordance with the terms thereof and all Laws and all
applicable collective bargaining agreements of the Company Group or any of its Subsidiaries, and no Taxes, penalties or fees are owing under any
Benefit Plan.

(m)    No Benefit Plan is, and neither the Company Group nor any of its current or former Subsidiaries contributes to, has
contributed to, has ever had an obligation to contribute to or has or could incur any Liabilities with respect to, a plan that is (i) a “multiemployer
plan,” as defined in Section 3(37) of ERISA; (ii) subject to Section 412 of the Code, Title IV of ERISA or Section 302 of ERISA; (iii) any
“multiple employer plan,” as defined in Section 413(c) of the Code; or (iv) any “multiple employer welfare arrangement,” as defined in Section
3(40) of the Code. Neither the Company Group nor any of its current or former Subsidiaries has ever incurred or could reasonably be expected to
incur any “withdrawal liability” under Subtitle E of Title IV of ERISA.

(n)    With respect to each Benefit Plan, no Person: (i) has entered into any non-exempt “prohibited transaction,” as such term is
defined in ERISA or the Code or engaged in a violation of Part 4 of Title I of ERISA that, in either case, could reasonably be expected to result in
material Liabilities to Company Group, any of its Subsidiaries or any of the Buyers; (ii) has or could reasonably be expected to have any Liabilities
for any failure to act or comply in connection with the administration or investment of the assets of such plans; or (iii) engaged in any transaction
or otherwise acted with respect to such plans in such a manner which could subject Company Group, any of its Subsidiaries or any of the Buyers to
material Liabilities as a result of a violation of the requirements of ERISA, the Code or any other Law.

(o)    There are no Actions pending or, to the knowledge of the Company Group, threatened, contemplated or under consideration
involving any Benefit Plan or its assets.

(p)    Except as required by Laws or by collective bargaining agreements of the Company Group or any of its Subsidiaries, neither
the Company Group nor any of its Subsidiaries or any Benefit Plans provide, promise or has any obligation to provide (or contribute toward the
cost of) benefits beyond retirement or other termination of service, including death, retiree health, medical benefits, life insurance or other welfare
benefits, to former employees of the Company Group and its Subsidiaries or to the beneficiaries or dependents of such former employees.

(q)    There exists no Liability in connection with any former Benefit Plan relating to the employees or former employees or their
beneficiaries that has terminated and all procedures for termination of each such former Benefit Plan have been properly followed in accordance
with the terms of such former Benefit Plan and under all Laws.

6.14    Insurance(a)    . Section 6.14 of the Disclosure Schedules lists each insurance policy maintained by the Company Group and its
Subsidiaries with respect to their respective properties, assets and businesses setting forth the type of coverage thereof and each such policy is in
full force and effect as
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of the Closing, and (a) all such policies are legal, valid, binding and in full force and effect, (b) none of the Company Group, its Subsidiaries and
NII has received written or, to the knowledge of the Company Group, oral notice of cancellation, non-renewal, disallowance or reduction in
coverage with respect to any such insurance policy and (c) neither the Company Group nor any of its Subsidiaries is in default in any material
respect with respect to its obligations under any such insurance policy, and neither the Company Group nor any of its Subsidiaries has, in the three
years prior to the Closing, failed to give any notice or present any claim under any such insurance policy in a due and timely fashion. Section 6.14
of the Disclosure Schedules sets forth and describes all pending claims as of five days before the date of this Agreement under any of such
insurance policies and identifies the most recent inspection reports, if any, received from insurance underwriters as to the condition or insurance
value of the insured property and assets, copies of which have been provided to the Buyers.

6.15    Tax Matters.

(a)    The Company Group and its Subsidiaries have timely filed all Tax Returns required to be filed by them, and each such Tax
Return has been prepared in material compliance with all Laws, and is true, correct and complete in all material respects. All Taxes due and
payable by the Company Group have been paid. The Company Group and its Subsidiaries have withheld and paid over to the appropriate taxing
authority all Taxes which it is required to withhold from amounts paid or owing to any employee, stockholder, creditor or other third party.

(b)    

(i)    Neither the Company Group nor any of its Subsidiaries has requested or been granted an extension of the time for
filing any Tax Return which has not yet been filed;

(ii)    neither the Company Group nor any of its Subsidiaries has consented to extend to a date later than the date hereof the
time in which any Tax may be assessed or collected by any taxing authority;

(iii)    there is no dispute or claim, notice of which has been provided to the Company Group, concerning any Tax Liability
of the Company Group or any of its Subsidiaries proposed or claimed by any taxing authority that has not been resolved;

(iv)    there are no Encumbrances (other than Permitted Encumbrances) for Taxes upon the assets of the Company Group;

(v)    no power of attorney is currently in effect with respect to any Taxes or Tax Returns of the Company Group or any of
its Subsidiaries;

(vi)    neither the Company Group nor any of its Subsidiaries has participated in any “listed transaction” within the
meaning of Treasury Regulation § 1.6011-4(b) (and all predecessor regulations); and

(vii)    neither the Company Group nor any of its Subsidiaries is party to or bound by any Tax allocation, Tax indemnity
obligation in favor of any Person or Tax sharing agreement (other than any agreement entered into in the Ordinary Course of Business and not
primarily related to Taxes).

(c)    Neither the Company Group nor any of its Subsidiaries has received from any Governmental Authority any (i) notice
indicating an intent to commence any Tax Contest or (ii) notice of deficiency, proposed adjustment or notice of lien with respect to Taxes (whether
claimed, proposed,
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asserted or assessed). No Governmental Authority in a jurisdiction where the Company Group or any of its Subsidiaries does not file Tax Returns
has during the three years prior to the Closing made any claim that the Company Group or any of its Subsidiaries is or may be subject to Tax in
that jurisdiction.

(d)    Neither the Company Group nor any of its Subsidiaries has any Liability for Taxes of any other Person (i) as a result of being
or ceasing to be a member of any affiliated, combined, consolidated or unitary group (including any Liability under Treasury Regulation Section
1.1502-6 or any comparable provision of any Law) or (ii) arising under contract (other than any agreement entered into in the Ordinary Course of
Business and not primarily related to Taxes), by operation of Law, by reason of being a successor or transferee (including by virtue of section 160
of the Income Tax Act (Canada)) or otherwise.

(e)    Neither the Company Group nor any of its Subsidiaries will be required to include any item of income in, or exclude any item
of deduction from, income for any Tax period (or portion thereof) ending after the Closing Date as a result of any (i) change in method of
accounting made on or prior to the Closing Date, including pursuant to Code Section 481(a), (ii) closing agreement described in Code Section
7121, (iii) “intercompany transaction” within the meaning of Treasury Regulation Section 1.1502-13 occurring on or prior to the Closing Date,
(iv) “installment sale” as defined in Code Section 453 made on or prior to the Closing Date or (v) the built-in gains pursuant to section 1374 of the
Code.

(f)    The Company Group and each of its Subsidiaries is treated for U.S. federal and applicable state income Tax purposes in the
manner set forth on Section 6.15(f) of the Disclosure Schedules.

(g)    Each of VKNA and NML is duly registered with the Canada Revenue Agency under the Excise Tax Act (Canada) for
purposes of the taxes imposed under Part IX thereof (“GST/HST”). NML is also registered for Quebec sales tax and British Columbia provincial
sales tax purposes. Except as disclosed herein, no member of the Company Group or its Subsidiaries is registered for any Canadian Tax purposes.
All input Tax credits claimed by each of VKNA and NML for GST/HST purposes were calculated in accordance with all Laws. Each of VKNA
and NML has complied with all registration, reporting, payment, collection and remittance requirements in respect of GST/HST and provincial
sales tax legislation. The Company Group and its Subsidiaries have properly requested, received and retained all necessary exemption certificates
and other documentation supporting any claimed exemption or waiver of Taxes on sales or other transactions as to which the Company Group or
any of its Subsidiaries would have been obligated to collect or withhold Taxes.

(h)    The unpaid Taxes of the Company Group or any of its Subsidiaries (i) did not, as of the date of the Latest Balance Sheet,
exceed the reserve for Taxes set forth on the face of the Latest Balance Sheet and (ii) do not exceed such reserve as adjusted for the passage of time
through the Closing Date in accordance with the past custom and practice of the Company Group and its Subsidiaries in filing their Tax Returns.

(i)    None of the Shares are “taxable Canadian property” of the Sellers within the meaning of the Income Tax Act (Canada) or
“taxable Quebec property” for purposes of the Taxation Act (Quebec).

(j)    The Company Group and each of its Subsidiaries has complied with all transfer pricing requirements under Law, including
section 247 of the Income Tax Act (Canada). The terms and conditions made or imposed in respect of every transaction (or series of transactions)
entered into by the Company Group or any of its Subsidiaries and any affiliate or non-arm’s length Person do not differ from those that would have
been made between Persons dealing at arm’s length and no such transactions (or series of transactions) would not have been entered into between
Persons dealing at arm’s length for purposes of Law.
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(k)    There are no transactions or events that have resulted, and no circumstances existing, which could result in the application to
the Company Group or any of its Subsidiaries of sections 80, 80.01, 80.02, 80.03, 80.04 of the Income Tax Act (Canada) or any analogous
provision of any comparable Tax Law.

(l)    Neither Company Group nor any of its Subsidiaries has incurred any deductible outlay or expense owing to a Person not
dealing at arm’s length (for purposes of the Income Tax Act (Canada)) with the Company Group or any of its Subsidiaries the amount of which
would, in the absence of an agreement filed under paragraph 78(1)(b) of the Income Tax Act (Canada), be included in the income of the Company
Group or any of its Subsidiaries for Canadian income tax purposes for any taxation year or fiscal period beginning on or after the Closing Date
under paragraph 78(1)(a) of the Income Tax Act (Canada) or any analogous provision of any comparable Tax Law.

(m)    The Company Group and its Subsidiaries have maintained and continues to maintain at its place of business in Canada all
records and books of account required to be maintained under Law, including the Income Tax Act (Canada), the Excise Tax Act (Canada) and any
comparable Law of any province or territory in Canada or any other applicable jurisdiction, including Laws relating to sales and use taxes.

(n)    Excluding withholding obligations arising solely because of Kadant Parent’s decision to have one or more of its foreign
Affiliates be the Buyers and make payments hereunder, no payment contemplated by this Agreement or deemed payment made by any Buyer
either on its own account or to a third party on behalf of either of the Sellers to any Person will subject such Buyer to any obligation to withhold,
collect or remit any Taxes under any Law.

6.16    Brokerage. Except for Zachary Scott & Co. whose fees will be paid by the Sellers, there is no investment banker, broker, finder or
other intermediary which has been retained by or is authorized to act on behalf of the Sellers who might be entitled to brokerage commissions,
finders’ fees or similar compensation in connection with the transactions contemplated by this Agreement based on any arrangement or agreement
binding upon the Company Group or any of its Subsidiaries.

6.17    Affiliated Transactions. No officer, director, stockholder, key employee or Affiliate of the Company Group, any of its Subsidiaries
or any of the Sellers, including, to the Company Group’s knowledge, any individual related by blood, marriage or adoption to any such individual
or any entity in which any such Person or individual owns any material beneficial interest, (a) is a party to any Contract, loan or transaction with
the Company Group or any of its Subsidiaries, (b) has any interest in or owns any property, tangible or intangible, used by the Company Group or
any of its Subsidiaries or (c) has any interest, directly or indirectly, in any Person that is a supplier, customer, distributor, creditor or competitor of
the Company Group or any of its Subsidiaries.

6.18    Properties.

(a)    The Company Group and its Subsidiaries own good and marketable title to, or hold a valid leasehold interest in, all of the
material tangible personal property used by the Company Group or any of its Subsidiaries in the conduct of its business, free and clear of all
Encumbrances, except for Permitted Encumbrances and Encumbrances that will be terminated at or prior to the Closing. All structures and
buildings (including building systems) on the Real Property (i) are adequately maintained and are in good operating condition and repair in all
material respects (subject to normal wear and tear and latent defects not known to the Company Group and to casualty loss after the date of this
Agreement), in accordance with the material requirements of all Laws and as required under the Real Property Leases, as applicable, (ii) are being
used and occupied in all material respects in compliance with all applicable zoning, building or other Laws, Orders or regulations applicable to
them and (iii) are wholly within the
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boundaries of the Real Property and the location and existence of such structures and buildings do not infringe the provisions of any easement,
right of way or encumbrance registered against or otherwise affecting the Real Property. All material transferable assets (real or personal) owned,
used or held for use by the Company Group’s or its Subsidiaries’ businesses have been adequately maintained and are in good operating condition
and repair (subject to normal wear and tear and latent defects not known to the Company Group and to casualty loss after the date of this
Agreement).

(b)    Section 6.18(b) of the Disclosure Schedules contains a list of all real property leased by the Company Group or any of its
Subsidiaries (the “Leased Real Property”) and the Real Property Leases. The Company Group has delivered to the Buyers a true, complete and
correct copy of the Real Property Leases (together with all head leases and subleases in respect of each Real Property Lease, if any) with respect to
each parcel of Leased Real Property. With respect to the Leased Real Property: (i) the Company Group or one of its Subsidiaries has a valid and
enforceable leasehold interest in such Leased Real Property pursuant to a Real Property Lease, in each case free and clear of all Encumbrances,
except Permitted Encumbrances; (ii) the Company Group has no knowledge of, and has not received any notice from any party under the Real
Property Leases alleging that there is, a default or breach of thereof or that there is a state of facts which, after notice or the passage of time, or
both, would constitute a default or breach thereunder; (iii) the Company Group has no knowledge of, and has not received notice of, any pending
or threatened condemnation or eminent domain proceedings or their local equivalent affecting or relating to such Leased Real Property; (iv) none
of the Company Group, its Subsidiaries and the Sellers has received notice from any Governmental Authority or other Person, and none has any
knowledge that the use and occupancy of any of the Leased Real Property, as currently used and occupied, and the conduct of the Business
thereon, as currently conducted, violate in any material respect any deed restrictions, building codes or zoning, subdivision or other land use or
similar Laws; (v) no material fact or condition exists that would prohibit or materially adversely affect current ordinary rights of access to and
from, the Leased Real Property, or from and to existing nearby highways and roads, and there is no pending or threatened restriction or denial,
governmental or otherwise, upon such ingress and egress; and (vi) there are no work orders or inspector’s orders or notices threatening work orders
or inspector’s orders that are outstanding from any Governmental Authority requiring repairs, alterations, modifications or demolition in respect of
the Leased Real Property.

(c)    Section 6.18(c) of the Disclosure Schedules contains a list of all real property owned by the Company Group and its
Subsidiaries (the “Owned Real Property” and together with the Leased Real Property, the “Real Property”). The Company Group and its
Subsidiaries have good and marketable title in fee simple (or its equivalent) to the Owned Real Property, free and clear of all Encumbrances,
except Permitted Encumbrances, and is the registered and beneficial owner of the Owned Real Property. The Company Group and its Subsidiaries
are in possession of the entirety of the Owned Real Property and has not leased or otherwise granted to any Person the right to use or occupy such
Owned Real Property or any portion thereof. There are no outstanding options, rights of first offer or rights of first refusal to purchase the Owned
Real Property or any portion thereof or interest therein. With respect to the Owned Real Property: (i) the Company Group has no knowledge of,
and has not received notice of, any pending or threatened condemnation or eminent domain proceedings or their local equivalent affecting or
relating to such Owned Real Property; (ii) none of the Company Group, its Subsidiaries and the Sellers has received notice from any Governmental
Authority or other Person, and has no knowledge that the use and occupancy of any of the Owned Real Property, as currently used and occupied,
and the conduct of the Business thereon, as currently conducted, violate in any material respect any deed restrictions, building codes, or zoning,
subdivision or other land use or similar Laws; (iii) no material fact or condition exists that would prohibit or materially adversely affect current
ordinary rights of access to and from, the Owned Real Property, or from and to existing nearby highways and roads, and there is no pending or
threatened restriction or denial, governmental or otherwise, upon such ingress and egress; (iv) there are no work orders or inspector’s orders or
notices threatening work orders or inspector’s orders that are
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outstanding from any Governmental Authority requiring repairs, alterations, modifications or demolition in respect of the Owned Real Property;
(v) there are no local improvement charges or special levies against the Owned Real Property nor has the Company Group, its Subsidiaries or the
Sellers received any notice of any such proposed local improvement charges or special levies; (vi) all municipal Taxes, rates, levies and
assessments with respect to the Owned Real Property that are due have been paid in full or will be adjusted in accordance with this Agreement and
there is no pending appeal or other proceedings in existence with respect to any such Taxes, rates, levies and assessments; and (vii) there are no
improvements on any adjoining lands, whether public or private, that encroach on the Owned Real Property.

6.19    Customers and Suppliers. Section 6.19 of the Disclosure Schedules sets forth a list of the top ten customers of the Company Group
and its Subsidiaries by volume of sales to such customers and a list of the top ten suppliers of the Company Group and its Subsidiaries by dollar
value of net purchases from such suppliers for the fiscal year ended September 30, 2016. None of the Company Group, its Subsidiaries and the
Sellers has received any written notice from any of the ten largest customers or suppliers of the Company Group and its Subsidiaries that such
customer or supplier intends to terminate, materially reduce (other than reductions normally associated with one-off large procurements) or
otherwise change or not renew its relationship with the Company Group or any of its Subsidiaries.

6.20    Inventory; Accounts Receivable.

(a)    The inventories of the Company Group and its Subsidiaries, whether or not recorded on the Latest Balance Sheet, consist of
items of a quality usable or saleable in the Ordinary Course of Business and are in quantities sufficient for the normal operation of the Business in
accordance with past practice. All inventories are valued on a basis consistent with past practice as reflected in the Latest Balance Sheet. The
reserve for obsolescence with respect to inventories, as adjusted for the passage of time, is calculated on a basis consistent with past practice as
reflected in the Latest Balance Sheet. Inventories that were purchased after the date of the Latest Balance Sheet were purchased in the Ordinary
Course of Business at a cost not exceeding market prices prevailing at the time of purchase for items of similar quality and quantity.

(b)    All of the trade accounts, receivable, notes receivable, negotiable instruments and chattel paper of the Company Group and
its Subsidiaries (the “Accounts Receivable”) represent valid obligations from bona fide transactions in the Ordinary Course of Business. The
Accounts Receivable are current and collectible net of the reserve shown on the Latest Balance Sheet, as adjusted thereafter in the books and
records of the Company Group and its Subsidiaries (which reserve and any adjustments thereto are adequate and calculated consistent with past
practice). None of the accounts receivable are subject to any presently outstanding counterclaim, contest, defense or setoff. All reserves,
allowances and discounts with respect to the accounts receivable were and are adequate and consistent in extent with reserves, allowances and
discounts previously maintained by the Company Group and its Subsidiaries in the Ordinary Course of Business.

6.21    Certain Payments. None of the Company Group, its Subsidiaries and the Sellers has, and to the Company Group’s knowledge, no
director, officer, employee, supplier, broker, consultant or advisor, or other Person acting on behalf of the Company Group or any of its
Subsidiaries has, directly or indirectly (a) made or offered any contribution, gift, bribe, rebate, payoff, influence payment, kickback or other
payment or benefit to any Person, private or public, regardless of form, whether in money, property or services (i) to obtain favorable treatment in
securing business for the Company Group or any of its Subsidiaries, (ii) to pay for favorable treatment for business secured by the Company Group
or any of its Subsidiaries, (iii) to obtain special concessions or improper advantages or for special concessions or improper advantages already
obtained for or in respect of the Company Group or any of its Subsidiaries or (iv) in violation of any Law (including the U.S. Foreign Corrupt
Practices Act of 1977, the Corruption
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of Foreign Public Officials Act (Canada), and analogous Laws in other jurisdictions) or (b) established or maintained any fund or asset with respect
to the Company Group or any of its Subsidiaries that has not been recorded in the books and records of the Company Group or any of its
Subsidiaries.

6.22    Products and Service Warranties. Each product designed, manufactured, sold, delivered, distributed, used, installed or serviced by
the Company Group or any of its Subsidiaries, or services rendered or performed by the Company Group or any of its Subsidiaries in connection
therewith (a “Business Product”), has been in conformity in all material respects with all Laws, contracts with third parties and all express and
implied warranties. Neither the Company Group nor any of its Subsidiaries has any material Liability for replacement, repair, alleged defect in,
non-performance or deficiency of any Business Product that is not reserved against on the Latest Balance Sheet. No Business Product is subject to
any guaranty, warranty or other indemnity beyond the applicable standard terms and conditions of sale or lease. The Company Group has delivered
copies of the current standard terms and conditions of sale for all Business Products (containing applicable guaranty, warranty and similar
indemnity provisions) to the Buyers. During the three years prior to the Closing, no customer of the Company Group or any of its Subsidiaries has
asserted any material claims of breach of warranty with regard to a Business Product.

6.23    Business of the Company Group. The only business operation carried on by the Company Group and its Subsidiaries is designing,
manufacturing and selling debarkers, purpose built timber harvesting equipment and ancillary equipment (collectively, the “Business”). None of
the Sellers, the Company Group and its Subsidiaries conducts the Business though any entities other than the Company Group and its Subsidiaries.

6.24    Ownership and Location of Assets.

(a)    The Company Group and its Subsidiaries own, possess and have a good and marketable legal and beneficial title to all of its
property and assets, free and clear of all Encumbrances, except for Permitted Encumbrances. The property and assets currently owned or leased by
the Company Group or any of its Subsidiaries (i) constitute all of the property and assets used or held for use in connection with the Business, (ii)
are sufficient to permit the continued operation of the Business in substantially the same manner as currently conducted and (iii) to the knowledge
of the Company Group: (A) are in reasonable operating condition and repair, subject to normal wear and tear and casualty loss after the date of this
Agreement and having regard to their use and age, and (B) are adequate for the use to which they are being put and having regard to their use and
age.

(b)    Except for tangible assets in transit or temporarily in storage, all of the tangible assets currently owned, leased, subleased or
licensed by the Company Group or any of its Subsidiaries are situated at the locations set out in Section 6.24 of the Disclosure Schedules.

6.25    Books and Records. The books of account and records of account of the Company Group and its Subsidiaries are complete and
correct in all material respects, represent actual, bona fide transactions, have been maintained in accordance with sound business practices, fairly
and correctly set out and disclose the financial position of the Company Group and its Subsidiaries as at the date hereof and all material financial
transactions of the Company Group and its Subsidiaries have been accurately recorded in such books and records. The minute books of the
Company Group and its Subsidiaries contain complete and correct records of all meetings held by, and actions taken by written consent of, the
holders of voting securities, the board of directors or Persons exercising similar authority and committees of the board of directors or such Persons
of the Company Group or any of its Subsidiaries, and no meeting of any such holders, board of directors, Persons or committee has been held, and
no other action has been taken, for which minutes or other evidence of action have not been prepared and are not contained in such minute books.
The Company Group and its Subsidiaries have at all times maintained complete and correct records of all issuances and transfers of its capital
stock. All such books and records
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are in the full possession and exclusive control of, and are owned exclusively by, the Company Group and its Subsidiaries.

6.26    Bank Accounts. Section 6.26 of the Disclosure Schedules sets forth a true and complete list showing the name of each bank, trust
company or similar institution in which the Company Group or any of its Subsidiaries has accounts or safe deposit boxes and the number or
designation of each such account and safety deposit box.

6.27    Guarantees.

(a)    Neither the Sellers nor any of their respective Affiliates (other than the Company Group and any of its Subsidiaries) (nor any
officer or director of any such Persons) has given any guarantees in respect of the performance and payment obligations of the Company Group or
any of its Subsidiaries arising under letters of credit, indemnities, bonds, comfort letters or similar financial or operational arrangements in support
of the Business.

(b)    Section 6.27(b) of the Disclosure Schedules sets forth an accurate list of the guarantees given by the Company Group or any
of its Subsidiaries under letters of credit, indemnities, performance bonds, comfort letters and similar financial or operational arrangements in
support of the Business or in support of any Person.

6.28    Computer Systems. The Computer Systems adequately meet in all material respects the data processing and other information
technology needs of the Business and operations of the Company Group and its Subsidiaries as presently conducted. To the knowledge of the
Company Group, there are no material defects relating to the Computer Systems. The Computer Systems are in good working order and are being
properly and regularly maintained and replaced in the Ordinary Course of Business. In the two years prior to the Closing there has been no
malfunction, suspension or cessation of the Computer Systems, or components thereof, that caused a material disruption or interruption in or to the
Business or operations of the Company Group or its Subsidiaries. To the knowledge of the Company Group, no Person has gained unauthorized
access to the Computer Systems or any data processed or stored by the Computer Systems. The Company Group has taken reasonable steps to
ensure the Computer Systems contain reasonable protections and security measures to safeguard against the unauthorized use, copying, disclosure,
modification, theft or destruction of and access to the Computer Systems or any data processed or stored by the Computer Systems.

6.29    Privacy. The Company Group and its Subsidiaries have complied at all times in all material respects with all Privacy Laws and its
external and internal privacy policies in connection with the collection, use and disclosure of Personal Information by the Company Group and its
Subsidiaries; and all Personal Information has been collected, used and disclosed with the consent of each individual to whom such Personal
Information relates and has been used only for the purposes for which it was initially collected. The Company Group and its Subsidiaries have
obtained in respect of Personal Information all consents required under Privacy Laws for the conduct of its Business and the disclosure to the
Buyers of the Personal Information in connection with the transactions contemplated by this Agreement.

6.30    Foreign Bank Account. All reports required to be filed by the Company Group and its Subsidiaries pursuant to 31 CFR 1010.350
have been timely and properly filed and each such report was true, correct and complete in all material respects. No Group Company or any
Subsidiary has an obligation or duty to indemnify any person in respect of any person’s report of signature authority over a non-U.S. financial
account beneficially owned by the Group Company or Subsidiary pursuant to 31 CFR 1010.350. All Persons having a financial interest or
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signature authority over the deposit accounts, transaction accounts or other reportable accounts in which either of the Sellers have a financial
interest or signature authority over have timely complied with all reporting and disclosure requirements imposed on such Persons with respect to
such accounts under Title 31 of the United States Code.

ARTICLE VII 
REPRESENTATIONS AND WARRANTIES OF THE BUYERS

The Buyers represent and warrant to the Sellers that the statements in this Article VII are correct.

7.1    Capacity, Organization and Power. Each Buyer is duly formed and validly existing under the Laws of the jurisdiction of its formation
or incorporation, as applicable, and has all necessary power, authority and legal capacity to enter into this Agreement and the other agreements and
instruments contemplated hereby to which it is a party and to perform its obligations hereunder and thereunder.

7.2    Authorization and Enforceability. The execution, delivery and performance by the Buyers of this Agreement, and all of the other
agreements and instruments contemplated hereby to which they are a party, have been duly authorized by the Buyers, and no other corporate act or
other proceeding on the part of the Buyers or the stockholders of Kadant Parent are necessary to authorize the execution, delivery or performance
of this Agreement or the other agreements or instruments contemplated hereby and the consummation of the transactions contemplated hereby and
thereby. This Agreement has been duly executed and delivered by the Buyers and constitutes or shall constitute a valid and binding obligation of
the Buyers, enforceable in accordance with its terms, except as enforceability may be limited or affected by applicable bankruptcy, insolvency,
reorganization or other Laws of general application relating to or affecting the rights of creditors and except as enforceability may be limited by
rules of Law governing specific performance, injunctive relief or other equitable remedies.

7.3    No Violation. The execution and delivery by the Buyers of this Agreement and all of the other agreements and instruments
contemplated hereby to which the Buyers are or will be a party and the fulfillment of and compliance with the respective terms hereof and thereof
by the Buyers do not and shall not (a) conflict with or result in a breach of the terms, conditions or provisions of, (b) result in any violation of or
constitute a default under (whether with or without the passage of time, the giving of notice or both), (c) result in the creation of any Encumbrance
upon the Buyers’ or the Company Group’s capital stock or assets pursuant to, (d) give any third party the right to modify, terminate or accelerate
any obligation under or (e) require any authorization, consent, approval, exemption or other action of or by or notice or declaration to, or filing
with or any other action by or in respect of, any third party or any Governmental Authority pursuant to, (1) the Buyers’ charter documents, by-laws
or other constituent documents, as applicable, (2) any Law to which the Buyers are subject or (3) any Order or material agreement, instrument or
Permit to which the Buyers are subject.

7.4    Governmental Authorities and Consents. Except as set forth in Schedule 7.4, no permit, consent, approval or authorization of, or
declaration to or filing with, or any other action by or in respect of, any Governmental Authority or any other Person is required in connection with
the execution, delivery or performance of this Agreement or any other agreement or instrument contemplated hereby by the Buyers or the
consummation by the Buyers of the transactions contemplated hereby or thereby.

7.5    Litigation. There are no Actions or Orders pending or, to the Buyers’ knowledge, threatened against or affecting the Buyers, at law or
in equity, or before or by any Governmental Authority which would adversely affect the Buyers’ performance under this Agreement or the
consummation of the transactions contemplated hereby.

7.6    Financial Capability. At the Closing, the Buyers will have sufficient funds to pay all obligations of the Buyers and their Affiliates
hereunder or incurred in connection with the transactions contemplated hereby, including (a) the amounts
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payable pursuant to Article II, including amounts necessary to discharge fully the then-outstanding balance and other monetary obligations in
respect of all Indebtedness of the Company Group and its Subsidiaries and the Company Group Transaction Expenses, and (b) all of the out-of-
pocket costs and expenses of the Buyers and their Affiliates arising from the transactions contemplated by this Agreement.

7.7    Solvency. Immediately after giving effect to the transactions contemplated by this Agreement (including the financings to be
undertaken in connection therewith), and assuming the accuracy of the representations and warranties of the Sellers and the Company Group,
(a) the Buyers, the Company Group and each of its Subsidiaries shall be able to pay their respective debts as they become due and shall own
property which has a fair saleable value greater than the amounts required to pay their respective debts (including a reasonable estimate of the
amount of all contingent Liabilities), and (b) the assets of each of the Buyers, the Company Group and each of its Subsidiaries, in each case at a
fair valuation, will exceed its respective debts (including the probable amount of all contingent Liabilities). Immediately after giving effect to the
transactions contemplated by this Agreement (including the financings to be undertaken in connection therewith), and assuming the accuracy of
the representations and warranties of the Sellers and the Company Group, the Buyers, the Company Group and each of its Subsidiaries shall have
adequate capital to carry on their respective businesses. No transfer of property is being made and no obligation is being incurred in connection
with the transactions contemplated by this Agreement with the intent to hinder, delay or defraud either present or future creditors of the Buyers or
the Company Group or its Subsidiaries.

7.8    Purchase for Investment. The Buyers are acquiring the Shares sold under this Agreement for its own account for investment and not
with a view to, or for sale in connection with, any distribution thereof, nor with any present intention of distributing or selling the same, in
violation of any federal or state securities Laws. Buyers have been advised and understands that the Shares have not been registered under the
Securities Act of 1933, as amended (the “Securities Act”), on the grounds that no distribution or public offering of the Shares is to be effected, and
that in this connection, Sellers are relying in part on the representations of the Buyers set forth in this Agreement. Buyers has been further advised
and understands that no public market now exists for the Shares or any of the other securities issued by the Company Group or its Subsidiaries and
that a public market may never exist for the Shares. Each Buyer is an “Accredited Investor” (as such term is defined in Rule 501 of Regulation D
of the Securities Act). Buyers acknowledge and agree that the Shares acquired hereunder may not be sold, transferred, offered for sale, pledged,
hypothecated or otherwise disposed of without registration under applicable securities Laws, except pursuant to an exemption from such
registration. The Buyers (either alone or together with its advisors) have sufficient knowledge and experience in financial and business matters so
as to be capable of evaluating the merits and risks of its investment in the Shares and is capable of bearing the economic risks of such investment.

ARTICLE VIII 

TERMINATION

8.1    Termination. This Agreement may be terminated at any time prior to the Closing only as follows:

(a)    by the mutual written consent of the Buyers, on the one hand, and the Sellers, on the other hand;

(b)    by the Buyers, if there has been a material misrepresentation or a material breach of warranty or a material breach of a
covenant by the Sellers in the representations and warranties or covenants set forth in this Agreement (which in the case of any breach which is
curable has not been cured within 20 Business Days after written notification thereof by the Buyers to the Sellers), such that
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the conditions set forth in Article III would not be satisfied; provided that the Buyers shall not be entitled to terminate this Agreement pursuant to
this Section 8.1(b) if either Buyer is then in material breach of this Agreement;

(c)    by the Sellers, if there has been a material misrepresentation or a material breach of warranty or a material breach of a
covenant by the Buyers in the representations and warranties or covenants set forth in this Agreement (which in the case of any breach which is
curable has not been cured within 20 Business Days after written notification thereof by the Sellers to the Buyers), such that the conditions set
forth in Article III would not be satisfied; provided that the Sellers shall not be entitled to terminate this Agreement pursuant to this Section 8.1(c)
if either Seller is then in material breach of this Agreement;

(d)    by the Buyers, upon ten Business Days’ prior written notice if the Closing shall not have occurred by August 31, 2017 (the
“End Date”); provided that the Buyers shall not be entitled to terminate this Agreement pursuant to this Section 8.1(d) if the Buyers’ material
breach of this Agreement has prevented the consummation of the transactions contemplated hereby; or

(e)    by the Sellers, upon ten Business Days’ written notice if the Closing shall not have occurred by the End Date; provided that
the Sellers shall not be entitled to terminate this Agreement pursuant to this Section 8.1(e) if the Sellers’ material breach of this Agreement has
prevented the consummation of the transactions contemplated hereby.

In the event of termination by the Buyers or the Sellers pursuant to this Section 8.1, written notice thereof (describing in reasonable detail the basis
therefor) shall forthwith be delivered to the other Parties.

8.2    Effect of Termination.

(a)    In the event of termination of this Agreement by either the Buyers or the Sellers as provided above or Buyers pursuant to
Section 11.8, this Agreement shall forthwith terminate and have no further force or effect (other than Article I (Certain Definitions), this
Section 8.2 and Article XI, which shall survive the termination of this Agreement) without any Liability or obligation on the part of any Party, (i)
other than Liabilities and obligations under the Confidentiality Agreement and (ii) except that no such termination shall relieve the Parties from
any Liability for Losses resulting from any knowing and intentional breach of this Agreement. For purposes of clarification, the Parties agree that
if all of the Closing conditions set forth in Article III have been satisfied or, if for the benefit of the Sellers, waived by the Sellers (other than those
conditions that by their nature are to be satisfied at the Closing) but the Buyers fail to complete the Closing within three Business Days following
the date the Closing should have occurred pursuant to Section 2.2(a), such failure or refusal to close shall be deemed to be a knowing and
intentional breach of this Agreement by the Buyers.

(b)    For the avoidance of doubt and without limiting the rights of the Sellers under this Section 8.2, for all purposes of this
Agreement, the failure of the Buyers or Sellers to consummate the Closing when required shall be a breach of this Agreement by that Party that is
knowing and intentional, that is not capable of being cured, that has prevented consummation of the Closing and the transactions contemplated by
this Agreement (including, for the avoidance of doubt, if such failure results from the Buyers being unable to obtain all or any portion of the
financing required) and that gives rise to the a Party’s termination right pursuant to Section 8.1.

ARTICLE IX 

ADDITIONAL AGREEMENTS AND COVENANTS
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9.1    Acknowledgement by the Buyers. Each Buyer is an informed and sophisticated purchaser, and has engaged expert advisors,
experienced in the evaluation and purchase of the VFR Patent Assets and the companies such as the Company Group and its Subsidiaries as
contemplated hereunder. The Buyers have undertaken to its satisfaction such investigation and has been provided with and has evaluated such
documents and information as it has deemed necessary to enable it to make an informed and intelligent decision with respect to the execution,
delivery and performance of this Agreement, including an independent investigation and verification of the financial condition, results of
operations, assets, properties, liabilities and prospects of the Company Group and its Subsidiaries. The representations and warranties of the Sellers
expressly and specifically set forth in Article V and Article VI, in each case as qualified by the Disclosure Schedules, constitute the sole and
exclusive representations, warranties, and statements (including by omission) of any kind of the Sellers, the Seller Guarantors, the Company Group
and its Subsidiaries, or any of their respective Related Parties in connection with the transactions contemplated by this Agreement. The Sellers and
the Seller Guarantors hereby disclaim, and the Buyers acknowledge that they are not relying on, any projections, budgets or forecasts as to the
future performance of the Company Group or its Subsidiaries or of the Business that were prepared or provided by any of the Sellers, the Seller
Guarantors, the Company Group or its Subsidiaries or any of their respective Related Parties, but the foregoing is not intended to affect any of the
representations and warranties of the Sellers expressly set forth in Article V and Article VI.

9.2    Further Assurances. From time to time, as and when requested by any Party and at such Party’s expense, any other Party shall
execute and deliver, or cause to be executed and delivered, all such documents and instruments and shall take, or cause to be taken, all such further
or other actions as such requesting Party may reasonably deem necessary or desirable to evidence or effectuate the transactions contemplated by
this Agreement.

9.3    Employees and Employee Benefits.

(a)    Salary and Wages. Effective as of the Closing and continuing for a period of at least one year thereafter, the Buyers will cause
the Company Group and its Subsidiaries to provide, to the best of their ability as allowed for under the Buyers’ employee benefits plans, each
employee of the Company Group or its Subsidiaries as of immediately prior to the Closing, including each such employee on medical, disability,
family or other leave of absence (each, a “Retained Employee”) who remains employed with the Company Group or its Subsidiaries base wages,
annual base salary and annual rate of bonus potential that are comparable in the aggregate to what was in effect immediately prior the Closing
Date. Nothing in this Section 9.3(a) shall obligate the Buyers or the Company Group and its Subsidiaries to continue the employment of any such
Retained Employee for any specific period.

(b)    Employee Benefits. As of the Closing Date and for a period of at least one year thereafter, the Buyers shall provide, or shall
cause the Company Group and its Subsidiaries to provide, each Retained Employee with employee benefits (not including any plan for stay
bonuses, sale bonuses, change in control payments, retention payments, synthetic equity payments or similar payments made or to be made by the
Company Group or any of its Subsidiaries in connection with or resulting from the Closing) that are comparable in the aggregate to the benefits
provided to such Retained Employee immediately prior to the Closing Date.

(c)    Employee Service Credit. The Buyers (i) shall give, or cause the Company Group and its Subsidiaries to give, each Retained
Employee under any benefit plan or personnel policies that cover the Retained Employee after the Closing Date, including any vacation, sick leave
and severance policies, credit for purposes of eligibility and vesting for the Retained Employee’s service with the Company Group and its
Subsidiaries prior to the Closing Date, (ii) shall use commercially reasonable efforts to allow such Retained Employees to participate in each plan
providing welfare benefits (including medical, life insurance, long‑term disability insurance and long‑term care insurance, if applicable)
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without regard to preexisting‑condition limitations, waiting periods, evidence of insurability or other exclusions or limitations not imposed on the
Retained Employee by the corresponding Benefit Plan(s) immediately prior to the Closing Date and as permitted under Law, and (iii) if any of the
Benefit Plans are terminated prior to the end of the plan year that includes the Closing Date, the Buyers shall use commercially reasonable efforts
to credit the Retained Employee with any expenses that were covered by the Benefit Plans for purposes of determining deductibles, co‑pays and
other applicable limits under any similar replacement plans.

(d)    Vacation Pay and Personal Holidays. The Buyers shall cause the Company Group and its Subsidiaries to continue to credit to
each Retained Employee all vacation and personal holiday pay that the Retained Employee is entitled to use but has not used as of the Closing
Date (including any earned vacation or personal holiday pay to be used in future years).

(e)    No Third-Party Beneficiaries. The provisions of this Section 9.3 are solely for the benefit of the Parties, and no current or
former employee, officer, director or consultant, or any other individual associated therewith, shall be regarded for any purpose as a third-party
beneficiary of this Section 9.3. In no event shall the terms of this Agreement be deemed to confer upon any current or former employee, officer,
director or consultant any right to employment or continued employment or continued service with the Buyers or any of its Subsidiaries, or
constitute an amendment to any benefit plan, program or policy or create an employment agreement with any employee.

9.4    Director and Officer Liability and Indemnification.

(a)    For a period of six years after the Closing Date, the Buyers shall cause the Company Group and its Subsidiaries to indemnify
and hold harmless the present and former officers, directors, and similar functionaries of the Company Group and its Subsidiaries in respect of acts
or omissions occurring on or prior to the Closing Date to the fullest extent permitted by Law or provided under the certificate of incorporation and
by-laws of the Company Group and its Subsidiaries in effect on the date hereof. Prior to the Closing, Buyers will obtain and pay the premium for a
non-cancelable run-off directors’ and officers’ liability insurance policy, with limits equal to those applicable to such policy presently held in
respect of the Company Group, for a period of six years after the Closing Date.

(b)    For a period of six years after the Closing Date, the Buyers shall not, and shall not permit the Company Group and its
Subsidiaries to, amend, repeal or otherwise modify any provision in the certificate of incorporation or by-laws (or equivalent governing
documents) of the Company Group and its Subsidiaries relating to the exculpation or indemnification of any officers, directors, or similar
functionaries (unless (i) to provide for greater exculpation or indemnification, (ii) required by Law or (iii) to replace such provisions with
comparable provisions in such Person’s or such Person’s successor’s certificate of incorporation or by-laws (or equivalent governing documents)),
it being the intent of the Parties that the current and former officers, directors, and similar functionaries of the Company Group and its Subsidiaries
shall continue to be entitled to such exculpation and indemnification (including with respect to advancement of expenses) to the full extent
permitted by Law. The Buyers agree and acknowledge that this Section 9.4 shall be binding on the Buyers’ successors and assigns.

(c)    If the Buyers, the Company Group, any of its Subsidiaries or any successor or assign of any of the foregoing (i) shall
consolidate with or merge into any other Person and shall not be the continuing or surviving corporation or entity of such consolidation or merger
or (ii) shall transfer all or substantially all of its properties and assets to any Person, then, and in each such case, proper provisions shall be made so
that successors and assigns of the Buyers, the Company Group or such Subsidiary, as the case may be, shall assume all of the applicable
obligations set forth in this Section 9.4.
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(d)    Notwithstanding anything in this Agreement to the contrary, if on or prior to the sixth anniversary of the Closing, any Action
(whether arising before, on or after the Closing Date) is made against any individual who was an officer or director or similar functionary of the
Company Group or any of its Subsidiaries at or prior to the Closing or any other party covered by directors’ and officers’ liability insurance, the
provisions of this Section 9.4 shall continue in effect until the final disposition of such Action.

(e)    The provisions of this Section 9.4 shall not be terminated or modified in such a manner as to affect adversely any indemnitee
or exculpee to whom this Section 9.4 applies without the consent of such affected indemnitee or exculpee. The provisions of this Section 9.4 are
intended for the benefit of, and will be enforceable by (as express third-party beneficiaries), each current and former officer or director or similar
functionary of the Company Group or any of its Subsidiaries and his or her heirs and representatives, successors and assigns and are in addition to,
and not in substitution for, any other rights to indemnification or contribution that any such person may have had by contract or otherwise.

9.5    Certain Access Provisions.

(a)    For a period of six years after the Closing Date, each Party shall preserve and retain and maintain, and shall cause its
Subsidiaries to preserve and retain and maintain, in a reasonably accessible form, all corporate, accounting, legal, auditing or other books and
records held by such Party and its Subsidiaries relating to the conduct of the Business and operations of the Company Group and its Subsidiaries
prior to the Closing Date; provided, however, that each Party shall preserve, retain and maintain, and shall cause its Subsidiaries to preserve and
retain, in a reasonably accessible form, all such Tax books and records until the later of (i) the sixth anniversary of the Closing Date and (ii) six
months after the last date required for retention of such books and records under Law.

(b)    For a period of six years after the Closing Date, each Party shall, and shall cause its Subsidiaries to, permit the other Parties
(and their respective counsel, advisors, agents or other representatives) to have reasonable access to, and to inspect and copy (including in
electronic form), all materials referred to in this Section 9.5, to have reasonable access to the offices and properties of such Party and its
Subsidiaries and to meet as reasonably necessary with the officers, employees, and accountants of the other Parties and their respective
Subsidiaries in order to obtain explanations with respect to such materials and to obtain reasonably necessary additional information and to call
such officers, employees, accountants, counsels and other advisors as witnesses as reasonably necessary, in each case (i) for reasonable and
legitimate purposes, such as the defense of claims made against the accessing Party or its Affiliates or tax audits initiated against the accessing
Party or its Affiliates, (ii) at the cost and expense of the accessing Party, (iii) during normal business hours and in a manner which will not disrupt
the operation of the businesses of the Party and its Subsidiaries providing access and (iv) so long as no access is provided to attorney-client
privileged communications or attorney work product.

9.6    Notification. The Buyers shall promptly notify the Sellers of, and the Sellers shall promptly notify the Buyers of:

(a)    any notice or other communication from any Person alleging that the consent of such Person is or may be required in
connection with the transactions contemplated by this Agreement;

(b)    any notice or other communication from any Governmental Authority in connection with the transactions contemplated by
this Agreement;

(c)    any Actions commenced or, to its knowledge, threatened in writing against, relating to or involving or otherwise affecting the
Buyers or their Affiliates or the Sellers, the Company Group or
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any of its Subsidiaries that, if pending on the date of this Agreement, would have been required to have been disclosed pursuant to Section 5.4,
Section 6.9, Section 7.5, as applicable, or that relate to the consummation of the transactions contemplated by this Agreement; and

(d)    any inaccuracy of any representation or warranty contained in this Agreement at any time during the term hereof that could
reasonably be expected to cause any condition set forth in Section 3.2(a) or Section 3.3(a) not to be satisfied;

provided, however, that the delivery of any notice pursuant to this Section 9.6 shall not limit any of the representations and warranties set forth in
this Agreement or the remedies available hereunder to the Sellers or to the Buyers.

9.7    Consents. Each Party shall cooperate with one another in determining whether any action, consent, approval or waiver from any
party to any Material Contract is required or reasonably appropriate in connection with the consummation of the transactions contemplated hereby.
Subject to the terms and conditions of this Agreement, in taking such actions, the Parties shall furnish such information as may be required in
connection therewith, and the Parties shall timely seek to obtain any such actions, consents, approvals or waivers. Each Party agrees to use its
commercially reasonable efforts to take or cause to be taken all action, to do or cause to be done and to assist and cooperate with the other Parties
in doing all things necessary, proper or advisable to obtain such consents, approvals and waivers. The foregoing is not intended to expand or
modify the provisions of Section 2.2(a) regarding deliverables at the Closing or of Article III regarding conditions precedent to the Closing.

9.8    Tax Matters.

(a)    Pre-Closing Tax Refunds or Prepayments. Any refunds of Taxes (net of any Taxes payable by a Buyer Indemnified Party in
respect of such refunds or that would have been payable in the absence of use of a loss or credit from a tax period that is not a Pre-Closing Tax
Period) with respect to any Pre-Closing Tax Period that are received by the Company Group or its Subsidiaries after the Closing Date, to the extent
such refunds did not arise as a result of carry back of a loss or credit from a tax period that is not a Pre-Closing Tax Period, or any use of
prepayments of Taxes made prior to the Closing to reduce or offset Taxes payable with respect to tax periods that begin after the Closing or Taxes
in respect of a Straddle Period that pursuant to Section 9.8(b)(ii) are allocated to the Buyers (any such refund or reduction, a “Pre-Closing Tax
Refund”), shall be for the account of the Sellers, and the Buyers shall pay over to the Sellers any such Pre-Closing Tax Refund within 15 days after
receipt or application thereof, less any costs and expenses incurred by the Buyers, the Company Group and their Affiliates in connection with
obtaining and receiving or applying any such Pre-Closing Tax Refund. Any amounts paid pursuant to this Section 9.8(a) shall be treated by all
Parties for Tax purposes as adjustments to the Transaction Price. The Buyers reasonably shall cooperate with the Sellers in obtaining such refunds
or using such prepayments to reduce Taxes.

(b)    Preparation and Filing of Tax Returns.

(i)    The Sellers shall cause the Company Group to prepare and timely file all Tax Returns of the Company Group or any
of its Subsidiaries required to be filed (taking into account extensions) prior to the Closing Date. The Sellers shall prepare, or cause to be prepared,
any and all income Tax Returns of the Company Group and its Subsidiaries, filed or required to be filed after the Closing Date but that relate to
any Tax periods ending on or prior to the Closing Date (“Pre-Closing Income Tax Returns”). The Sellers shall promptly pay over to the Buyers any
Taxes shown as owing on such Pre-Closing Income Tax Return. The Buyers shall cooperate with the Sellers to effect the filing of each such Pre-
Closing Income Tax Return on a timely basis and will cause the Company Group or applicable Subsidiary, as the case may be, to timely remit any
Taxes shown as owing on such Pre-Closing
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Income Tax Return upon receipt by the Buyers of the amount of such remittance pursuant to the immediately preceding sentence. The Sellers shall
(A) prepare such Pre-Closing Income Tax Returns in a manner consistent with the past practices of the Company Group and its Subsidiaries to the
maximum extent allowable under Law, provided that the Transaction Tax Deductions shall be allocated to the taxable period ending on the Closing
Date to the maximum extent allowable by Law, (B) deliver a draft of any such Pre-Closing Income Tax Return, no later than 30 days prior to the
due date for filing such Pre-Closing Income Tax Return, to the Buyers for its review and comment, and reasonably and in good faith consider the
comments of the Buyers in the course of finalizing such Pre-Closing Income Tax Returns. The Sellers shall not file such Pre-Closing Tax Return
without the prior written consent of the Buyers, which consent shall not be unreasonably withheld, delayed or conditioned. The Buyers shall
prepare and timely file, or cause to be prepared and timely filed, any and all Tax Returns of the Company Group and its Subsidiaries, including Tax
Returns for Straddle Periods, filed or required to be filed after the Closing Date other than the Pre-Closing Income Tax Returns; provided,
however, that with respect to any such Tax Returns relating to a Pre-Closing Tax Period: (x) the Buyers shall prepare such Tax Returns in a manner
consistent with the past practices of the Company Group to the maximum extent allowable under Law, (y) the Buyers shall deliver a draft of any
such Tax Return, no later than 15 days prior to the due date for filing such Tax Return to the Sellers for its review and comment, and (z) the Buyers
shall not file such Tax Returns without the prior written consent of the Sellers, which consent shall not be unreasonably withheld, delayed or
conditioned. The Sellers shall promptly pay over to the Buyers any Taxes shown as owing on such Tax Returns for Straddle Periods in connection
with the Pre-Closing Tax Period (as determined in accordance with the Straddle Period allocation principles set forth in Section 9.8(b)(ii)) within
15 days after the finalization of such Tax Returns. None of the Buyers or any of their Affiliates shall (or shall cause or permit any other Person to)
(A) except as otherwise provided in this Section 9.8, amend, re file or otherwise modify any Tax Return relating in whole or in part to the
Company Group or any of its Subsidiaries with respect to any Pre-Closing Tax Period (or portion thereof); (B) make any Tax election that has
retroactive effect to any Pre-Closing Tax Period (or portion thereof); (C) file any ruling or request with any taxing authority that relates to Taxes or
Tax Returns of the Company Group or any of its Subsidiaries for a Pre-Closing Tax Period (or portion thereof); or (D) enter into or initiate any
voluntary disclosure agreement or procedure with any taxing authority regarding any Tax or Tax Returns of the Company Group or any of its
Subsidiaries for a Pre-Closing Tax Period, in each case, without the prior written consent of the Sellers, not to be unreasonably withheld,
conditioned or delayed.

(ii)    To the extent it is necessary for purposes of this Agreement to determine the allocation of Taxes among any Straddle
Period, the amount of any Taxes other than property or similar ad valorem Taxes for the Pre-Closing Tax Period shall be determined based on an
interim closing of the books as of the close of business on the Closing Date and the amount of property or similar ad valorem Taxes for a Straddle
Period which relates to the Pre-Closing Tax Period shall be deemed to be the amount of such Tax for the entire taxable period multiplied by a
fraction the numerator of which is the number of days in the taxable period ending on the Closing Date and the denominator of which is the
number of days in such Straddle Period.

(c)    Cooperation. Each of the Buyers and the Sellers shall cooperate, as reasonably requested by any other such party, in
connection with the filing of Tax Returns and any audit, litigation or other proceeding with respect to Taxes. Such cooperation shall include the
retention and (upon another Party’s request) the provision of records and information that are reasonably relevant to any such audit, litigation or
other proceeding and making employees available on a mutually convenient basis to provide additional information and explanation of any
material provided hereunder. The Buyers shall cause the Company Group to furnish any Tax information requested by the Sellers for inclusion in
the Sellers’ consolidated, combined or similar income Tax Returns for a Pre-Closing Tax Period, to the extent such information is reasonably
relevant to the preparation and filing of such Tax Returns.
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(d)    Tax Sharing Agreements. All Tax sharing agreements or similar arrangements with respect to or involving the Company
Group or its Subsidiaries (other than any agreement entered into in the Ordinary Course of Business and not primarily concerning Taxes) shall be
terminated prior to the Closing Date and, after the Closing Date, neither the Company Group nor any of its Subsidiaries shall be bound thereby or
have any Liability thereunder for amounts due in respect of periods ending on or before the Closing Date.

(e)    Certain Post-Closing Actions. The Buyers agrees to indemnify the Sellers for any additional Tax owed by the Sellers (or any
consolidated, combined, or similar group of which the Sellers is a member), including by virtue of any indemnification obligation hereunder,
resulting from any transaction engaged in by the Company Group or its Subsidiaries not in the Ordinary Course of Business occurring on the
Closing Date after the Closing.

(f)    Transfer Taxes. All transfer, documentary, sales, use, value added, goods and services, stamp, registration, and similar Taxes
arising in connection with or as a result of the transactions contemplated by this Agreement (“Transfer Taxes”) shall be borne and paid one-half by
Buyers and one-half by Seller, except that (i) the GST/HST and value added taxes, to the extent recoverable, shall be paid by the Buyers, and (ii)
the Buyers shall be liable for any Transfer Taxes that arise if the Buyers use a Finnish entity to acquire the VKOY Shares. The Party required to do
so under Law shall properly prepare and timely file all Tax Returns with respect to such Taxes. Any obligation to reimburse a Party for a share of
Transfer Taxes to be borne by a reimbursing Party shall be paid promptly on demand. For greater certainty, neither IPCo nor Kadant US is
registered for GST/HST purposes and since Kadant US is a non-resident of Canada for purposes of the Excise Tax Act (Canada), IPCo will not
charge any amount on account of GST/HST to Kadant US on the sale of the VFR Patent Assets.

(g)    Allocation. The Parties hereby confirm that 100% of the Aggregate Purchase Price, as adjusted under this Agreement,
constitutes consideration for the purchase and sale of the Shares and the VFR Patent Asses hereunder. The Parties acknowledge and agree that the
Buyers’ purchase of the NMC Shares and the VKNA Shares from NII pursuant to this Agreement shall, in accordance with Treasury Regulations
Section 1.1361-5(b)(3), Example 9, be treated for U.S. federal and applicable state income Tax purposes as a sale by NII of the assets of NMC and
VKNA to the applicable Buyer, followed by a transfer of such assets by the Buyers to a new corporation. Accordingly, the portion of the Aggregate
Purchase Price allocable to the NMC Shares and the VKNA Shares (the “QSub Price”) shall be allocated among the respective assets of NMC and
VKNA in accordance with Section 1060 of the Code and the principles set forth in Section 9.8 of the Disclosure Schedules (the “Allocation
Principles”). Within 90 days after the Closing Date, the Buyers shall prepare and deliver to the Sellers a written allocation (the “Tax Allocation
Statement”) of the QSub Price (as determined for U.S. federal income tax purposes) among the assets of NMC and VKNA in accordance with
Section 1060 of the Code. If the Sellers disagree with the Tax Allocation Statement, the Sellers shall notify the Buyers in writing of such
disagreement within 30 days after delivery by the Buyers to the Sellers of the Tax Allocation Statement. The Buyers and the Sellers shall negotiate
in good faith to resolve any dispute regarding the Tax Allocation Statement and any such resolution agreed to in writing by the Buyers and the
Sellers shall be final and binding upon the Parties for purposes of this Section 9.8(g). If the Buyers and the Sellers are unable to resolve any dispute
regarding the Tax Allocation Statement, then each of the Buyers and the Sellers may file applicable Tax Returns in whichever manner that each
decides with respect to the allocation referred to in the Tax Allocation Statement. In the event that, pursuant to the tax allocation process set forth
in this Section 9.8(g), the Buyers allocate more than $500,000 of the Aggregate Purchase Price to any non-compete, non-solicitation or similar
covenants, the Buyers shall indemnify the Sellers for any incremental Tax costs that are incurred by the Sellers or their direct or indirect
shareholders, on a grossed up basis, as a result of such allocation in excess of $500,000. Any such indemnity shall be treated for Tax purposes as
an adjustment to the Aggregate Purchase Price.
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(h)    Tax Elections.

(i)    At the request of any Party and to the extent permitted by the Income Tax Act (Canada), the applicable Parties shall
make and file any election or amended election in prescribed form (or such other form as may be reasonably requested) and within the prescribed
time limits pursuant to section 56.4 of the Income Tax Act (Canada) and any analogous provision of provincial or territorial Tax legislation.

(ii)    At the request of a Seller but not otherwise, NML shall make an election pursuant to subsection 256(9) of the Income
Tax Act (Canada) in respect of the taxation year of NML ending immediately prior to the acquisition of control of NML by Kadant Canada;
provided that NML shall not be required to make such election where NML has entered into any transaction not in the Ordinary Course of
Business on the Closing Date prior to the Closing.

9.9    Confidentiality.

(a)    From and after the Closing Date, the Sellers will not and will cause their respective Affiliates not to, directly or indirectly,
disclose, reveal, divulge or communicate to any Person other than authorized officers, directors and employees of the Buyers or the Company
Group or any of its Subsidiaries or use or otherwise exploit for its own benefit or for the benefit of anyone other than the Company Group or the
Buyers any Confidential Information, provided that the foregoing shall not be deemed to prevent the Sellers from using the Confidential
Information to enforce its rights hereunder. The Sellers and their respective Affiliates will not have any obligation to keep confidential any
Confidential Information if and to the extent disclosure thereof is specifically required by Law; provided that in the event disclosure is required by
Law, the Sellers will provide the Company Group with prompt notice of such requirement prior to making any disclosure so that the Company
Group may seek an appropriate protective order. “Confidential Information” means any information with respect to the Company Group and its
Subsidiaries, including methods of operation, customers, customer lists, products, prices, fees, costs, technology, inventions, Trade Secrets, know-
how, software, marketing methods, plans, personnel, suppliers, competitors, markets, or other specialized information or proprietary matters.
Confidential Information does not include, and there will be no obligation hereunder with respect to, information that (i) is generally available to
the public on the date of this Agreement or (ii) becomes generally available to the public other than as a result of a disclosure not otherwise
permissible hereunder.

(b)    The covenants and undertakings contained in this Section 9.9 relate to matters that are of a special, unique, and extraordinary
character and a violation of which will cause irreparable injury to the Buyers and the Company Group and its Subsidiaries, the amount of which
will be impossible to estimate or determine and that cannot be adequately compensated. Accordingly, the remedy at law for any breach of this
Section 9.9 will be inadequate. Therefore, in addition to seeking damages, Buyers will be entitled to an injunction, restraining order, or other
equitable relief from any court of competent jurisdiction in the event of any breach of this Section 9.9. The rights and remedies provided by this
Section 9.9 are cumulative and in addition to any other rights and remedies that Buyers, the Company Group or its Subsidiaries may have under
this Agreement or at law or in equity.

9.10    Kadant Parent Guarantee. Kadant Parent hereby irrevocably, absolutely and unconditionally guarantees payment and performance
by the Buyers of their obligations under this Agreement in accordance with the terms and conditions hereof. This is a guarantee of payment and not
collection. Kadant Parent waives (a) any rights it may have to require that the Sellers (i) pursue any remedy against the Buyers, any Person or any
security, (ii) make any presentment or demand to Kadant Parent for performance, or give any notice of nonperformance, protest, notice of protest
or notice of dishonor to Kadant Parent, or (iii) provide any information it may have relating to the financial condition of the Buyers, and (b) any
defense to its guarantee obligations arising by reason of (i) any disability or
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other defense of the Buyers or any other Person (other than defenses available to the Buyers under this Agreement), (ii) any lack of authority of the
Buyers or any Person acting or purporting to act on behalf of the Buyers, or (iii) any amendment, modification, extension or termination of this
Agreement, including the time of payment or other terms of the obligations of the Buyers. Kadant Parent has duly executed this Agreement and
acknowledges that the Sellers are relying upon the guarantee contained in this Section 9.10 in connection with this Agreement. This Section 9.10
will continue in full force and effect until the satisfaction of all of Buyers’ obligations under this Agreement that are guaranteed by Kadant Parent,
and will be binding on any successor or assignee of Kadant Parent, and may be enforced by Sellers against Kadant Parent notwithstanding the
transfer or other disposition of the Buyers.

9.11    Seller Guarantors Guarantee. Each Seller Guarantor hereby irrevocably, absolutely and unconditionally guarantees payment and
performance by the Sellers of their obligations under this Agreement in accordance with the terms and conditions hereof. This is a guarantee of
payment and not collection. Each Seller Guarantor waives (a) any rights it may have to require that the Buyers (i) pursue any remedy against the
Sellers, any Person or any security, (ii) make any presentment or demand to it for performance, or give any notice of nonperformance, protest,
notice of protest or notice of dishonor to it, or (iii) provide any information it may have relating to the financial condition of the Sellers, and (b)
any defense to its guarantee obligations arising by reason of (i) any disability or other defense of the Sellers or any other Person (other than
defenses available to the Sellers under this Agreement), (ii) any lack of authority of the Sellers or any Person acting or purporting to act on behalf
of the Sellers, or (iii) any amendment, modification, extension or termination of this Agreement, including the time of payment or other terms of
the obligations of the Sellers. Each Seller Guarantor has duly executed this Agreement and acknowledges that the Buyers are relying upon the
guarantee contained in this Section 9.11 in connection with this Agreement. This Section 9.11 will continue in full force and effect until the
satisfaction of all of Sellers’ obligations under this Agreement that are guaranteed by the Seller Guarantors, and will be binding on any successor
or assignee of either Seller Guarantor, and may be enforced by Buyers against each Seller Guarantor notwithstanding the transfer or other
disposition of the Sellers.

9.12    Use of “Nicholson” Name. From and after the Closing, the Sellers covenant and agree that they shall cause Nicholson Machine &
Technology Co. not use the name “Nicholson” for commercial purposes in connection with forest products.

9.13    Cooperation. From and after the Closing, the Sellers shall, and shall cause their Affiliates to, use commercially reasonable efforts to
cooperate with the Buyers and Kadant Parent and their advisors, KPMG LLP and Duff & Phelps Corp., in the preparation of the audited
consolidated financial statements of the Company Group and its Subsidiaries for the year ended September 30, 2016 (and, if required by the
Buyers, for the year ended September 30, 2015) and the valuation report prepared in connection therewith.

ARTICLE X 

INDEMNIFICATION

10.1    Indemnification of the Buyer Indemnified Parties.

(a)    From and after the Closing, subject to, and in accordance with, the provisions of this Article X, the Sellers shall, on a joint
and several basis, indemnify the Buyers and their Affiliates and the Buyers’ and their Affiliates’ respective officers, directors, employees or agents
(collectively, the “Buyer Indemnified Parties”) against, and hold them harmless from, any and all losses, Liabilities, Taxes, fines, interest,
penalties, judgments, deficiencies, awards, assessments, amounts paid in settlement, damages, costs or expenses (in each case, including costs of
investigation and defense and reasonable legal and accountants’ fees and expenses) (“Losses”) actually suffered or incurred by any of the Buyer
Indemnified
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Parties to the extent arising from (i) any breach of, or any misrepresentation with respect to, any representations and warranties of the Sellers set
forth in Article V; (ii) any breach of, or any misrepresentation with respect to, any representations and warranties of the Sellers set forth in Article
VI; (iii) any breach or violation of any covenant or agreement of the Sellers contained in this Agreement (to the extent such covenant or agreement
is to be performed prior to the Closing); (iv) any breach or violation of any covenant or agreement of the Sellers (to the extent such covenant or
agreement is to be performed after Closing and is independent of the indemnification obligations of this Section 10.1(a)); (v) any claim or demand
made by any Person related to any matter, circumstance or default existing at or prior to the Closing Date in respect of the VFR Patent Assets;
(vi) any Taxes of the Company Group or any of its Subsidiaries for any Pre-Closing Tax Period and the pre-closing portion of any Straddle Period,
to the extent the Liability for any such Tax is in excess of amounts pre-paid prior to the Closing for such Tax; (vii) the sale of all the shares in the
limited liability housing company Lohjan Valontalo (Fi.: As Oy Lohjan Valontalo) executed based on the agreement entered into between VKOY
as seller and Mr. Ari Lemberg and Mr. Jari Linden as buyers on January 12, 2017; (viii) any Tax Liabilities with respect to NI or any of its
Affiliates for any open Tax period prior to NI being classified as an S corporation; or (ix) any Tax costs (net of any corresponding Tax credits or
deductions) in connection with the payment or settlement by the Buyers, the Company Group or any of its Subsidiaries of any and all
Indebtedness, receivables, payables and other amounts owing between or among entities that are part of the Company Group and its Subsidiaries
that were not paid or settled prior to the Closing pursuant to Section 3.2(m) and that are paid or settled with the 90 days after the Closing Date, to
the extent that such payment or settlement is effected in a manner that is consistent with the past practice of the Company Group and its
Subsidiaries and otherwise in a way that reasonably endeavors to limit additional Tax costs; provided that the Buyer Indemnified Parties’ right to
assert claims pursuant to this Section 10.1(a) shall be subject to the limitations set forth in in Section 10.1(b) and Section 10.7 and provided further
that “Losses” shall not include, and the Buyer Indemnified Parties shall not be entitled to seek or recover from the Sellers under any theory of
Liability, any special or punitive losses, Liabilities or damages, except to the extent recoverable from the Buyer Indemnified Parties pursuant to a
Third Party Claim.

(b)    The Buyer Indemnified Parties’ right to assert claims pursuant to this Section 10.1 (other than in respect of Section 10.1(a)
(iv), Section 10.1(a)(vi), Section 10.1(a)(vii), Section 10.1(a)(viii) or Section 10.1(a)(ix)) shall, except as provided at Section 10.1(c), be subject to
the following limitations:

(i)    the Buyer Indemnified Parties shall not be entitled to recover under Section 10.1(a) for an individual claim or group
of substantially related claims with respect to any Losses unless and until the amount of Losses that the Buyer Indemnified Parties would otherwise
recover pursuant to Section 10.1(a) with respect to such claim or group of substantially related claims exceeds $15,000 (the “Per Claim
Threshold”), at which point the Buyer Indemnified Parties shall be entitled to recover for the full amounts of such claims, including amounts below
the Per Claim Threshold;

(ii)    the Buyer Indemnified Parties shall not be entitled to recover under Section 10.1(a) until the total amount which the
Buyer Indemnified Parties would otherwise recover pursuant to Section 10.1(a) (but for this Section 10.1(b)(ii)) exceeds on a cumulative basis an
amount equal to $800,000 (the “Deductible”), and then the Buyer Indemnified Parties shall be entitled to recover only for the excess over the
Deductible, it being understood that the portion of the amount of any individual claims or group of related claims less than the Per Claim
Threshold shall be ignored in determining whether the Deductible has been exceeded;

(iii)    the Buyer Indemnified Parties shall not be entitled to recover under Section 10.1(a) an aggregate amount in excess
of $13,125,000 (the “Cap”);

(iv)    in the event of any breach, violation or misrepresentation giving rise to an indemnification obligation under this
Section 10.1 or otherwise in connection with the transactions
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contemplated hereby, to the extent required by Law, the Buyers and the Indemnified Party(ies) shall take, and shall cause their respective
Subsidiaries to take, reasonable measures to mitigate the Losses arising from such breach, violation or misrepresentation (including taking steps to
prevent any contingent Liability from becoming an actual Liability). If such mitigation takes effect after the Indemnifying Party has paid the
Indemnified Party under any indemnification provision of this Agreement in respect of that Loss, the Indemnified Party must notify the
Indemnifying Party and pay to the Indemnifying Party the extent of the value of the benefit to the Indemnified Party of that mitigation (less the
Indemnified Party’s reasonable costs of mitigation) within 10 Business Days after the benefit is received;

(v)    for the avoidance of doubt, except to the extent constituting fraud, no breach of any representation, warranty,
covenant or agreement contained herein shall give rise to any right on the part of the Buyers, after the Closing, to rescind this Agreement or any of
the transactions contemplated hereby; and

(vi)    solely for purposes of determining the amount of Losses arising out of or resulting from a breach or inaccuracy of
any representation or warranty in this Agreement, all qualifications or exceptions in any representation or warranty referring to the terms
“material,” “materially,” “in all material respects,” or “Material Adverse Effect” shall be disregarded; provided that the materiality qualifiers in the
defined term “Material Adverse Effect” and “Material Contracts” will not be disregarded.

(c)    The limitations set forth in Sections 10.1(b)(i), (ii), and (iii) will not apply to a breach or inaccuracy of the Fundamental
Representations, to Section 5.6, Section 5.7 or Section 6.15 or to Losses arising out of fraud in connection with the transactions contemplated by
this Agreement; provided, however, that the Buyer Indemnified Parties shall not be entitled to recover for a breach or inaccuracy of the
Fundamental Representations or Section 5.6, Section 5.7 or Section 6.15 or pursuant to Section 10.1(a)(vi), Section 10.1(a)(viii) or Section 10.1(a)
(ix) that, when combined with any other recoveries in respect of Sections 10.1(a)(i), (ii) and (iii), is in an aggregate amount in excess of the
Transaction Price.

10.2    Exclusive Remedy. From and after the Closing, the Buyer Indemnified Parties’ sole and exclusive remedy in respect of monetary
damages against the Sellers and their Related Parties, whether in any individual, corporate or any other capacity, with respect to any and all claims
(other than proven claims for fraud) relating (directly or indirectly) to this Agreement or the transactions contemplated hereby, regardless of the
legal theory under which such Liability or obligation may be sought to be imposed, whether sounding in contract or tort, or whether at law or in
equity, or otherwise, shall be pursuant to the provisions of this Article X, provided that the foregoing shall not limit the recourse of the Buyer
Indemnified Parties pursuant to Section 9.9(a) or in respect of the Non-Competition and Non-Solicitation Agreements. Notwithstanding anything
to the contrary contained in this Agreement, in order to avoid double-counting, the Buyer Indemnified Parties shall have no right to
indemnification under Section 10.1 with respect to any Loss or alleged Loss to the extent such Loss or alleged Loss is included in the Company
Group Transaction Expenses paid at the Closing or the calculation of Closing Indebtedness or Closing Net Working Capital or is properly accrued,
reserved or otherwise reflected on the Latest Balance Sheet. The provisions in this Agreement relating to indemnification, and the limits imposed
on the Buyer Indemnified Parties’ remedies with respect to this Agreement and the transactions contemplated hereby (including Section 10.1 and
this Section 10.2), were specifically bargained for between sophisticated parties and were specifically taken into account in the determination of
the amounts to be paid to the Sellers hereunder. No Buyer Indemnified Party may avoid the limitations on Liability set forth in this Article X by
seeking damages for breach of contract, tort or pursuant to any other theory of Liability. Nothing in this Section 10.2 shall limit the rights of the
Sellers or the Buyers to obtain specific performance of the other Parties’ obligations hereunder in accordance with Section 11.13 or its recourse in
respect of fraud.
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10.3    Indemnification of the Seller Indemnified Parties. From and after the Closing, subject to, and in accordance with, the provisions of
this Article X, the Buyers shall, on a joint and several basis, indemnify the Sellers and their Affiliates and the Sellers’ and their Affiliates’
respective officers, directors, employees or agents (collectively, the “Seller Indemnified Parties”), against, and hold them harmless from, any and
all Losses actually suffered or incurred by any of the Seller Indemnified Parties to the extent arising from (a) any breach of, or any
misrepresentation with respect to, any representations and warranties of the Buyers set forth in Article VII (to the extent related to any covenant or
agreement of the Buyers to be performed after the Closing); or (b) any breach or violation of any covenant or agreement of the Buyers contained in
this Agreement, in each case, to the extent such covenant or agreement is to be performed after the Closing.

10.4    Termination of Indemnification. The obligations to indemnify and hold harmless a Person in respect of a breach of representation or
warranty or covenant shall terminate when the applicable representation or warranty or covenant terminates pursuant to Section 10.7; provided,
however, that such obligations to indemnify and hold harmless shall not terminate with respect to any item as to which an Indemnified Party shall
have, prior to the expiration of the applicable period, previously made a claim by delivering a written notice (stating in reasonable detail, to the
extent known, the nature of, and factual and legal basis for, any such claim for indemnification, the amount thereof (if known and quantifiable) and
the provisions of this Agreement upon which such claim for indemnification is made) to the Indemnifying Party. In order to determine the validity
or the amount of any applicable claim for indemnification hereunder, each Party shall, and shall cause its Subsidiaries to, provide to the other
Parties and their respective representatives reasonable access, upon the reasonable prior written request any such other Party, to (a) all books,
records and other documents (including work papers, memoranda, financial statements, Tax Returns, Tax schedules and work papers, Tax rulings
and other determinations) relating to or containing information relevant to such claim, and (b) such first Party’s and its Subsidiaries’ employees
and accountants (including making the chief financial officer and accountants available to respond to reasonable written or oral inquiries of such
other Parties and their respective representatives), subject in each case to the following conditions: (i) such access shall be at such other Parties’
cost and expense, (ii) such access shall be during normal business hours and in a manner which will not disrupt the operation of the businesses of
the first Party and its Subsidiaries and (iii) no access shall be provided to attorney-client privileged communications or attorney work product.

10.5    Procedures Relating to Indemnification.

(a)    In order for a Person (the “Indemnified Party”) to be entitled to any indemnification provided for under this Agreement in
respect of a claim or demand made by any Person against the Indemnified Party (a “Third Party Claim”), such Indemnified Party must notify the
party against whom indemnity is to be sought (the “Indemnifying Party”) in writing, and in reasonable detail (including a description of the claim,
the amount thereof (if known and quantifiable) and the basis thereof and the provisions of this Agreement upon which such claim for
indemnification is made), of the Third Party Claim as promptly as reasonably possible after receipt, but in no event later than 30 Business Days
after receipt, by such Indemnified Party of notice of the Third Party Claim; provided that failure to give such notification on a timely basis shall
not affect the indemnification provided hereunder except to the extent the Indemnifying Party shall have been actually prejudiced as a result of
such failure. Thereafter, the Indemnified Party shall deliver to the Indemnifying Party, within 20 Business Days after the Indemnified Party’s
receipt thereof, copies of all notices and documents (including court papers) received by the Indemnified Party relating to the Third Party Claim.

(b)    If a Third Party Claim is made against an Indemnified Party, the Indemnifying Party shall be entitled to, at such
Indemnifying Party’s expense, participate in the defense thereof and, if it so chooses, to assume the defense thereof with counsel selected by the
Indemnifying Party, acting reasonably, except as otherwise provided below, so long as: (i) the Third Party Claim involves principally
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money damages and does not seek an injunction or other equitable relief against the Indemnified Party that is likely to have a material adverse
effect, (ii) the Indemnified Party has not been advised in writing by counsel that representation of both the Indemnifying Party and the Indemnified
Party by the same counsel in connection with the defense of the Third Party Claim would be inappropriate due to actual or potential differing
interests between them (such as the availability of different defenses), (iii) the Third Party Claim does not relate to or otherwise arise in connection
with any criminal or enforcement Action and (iv) the Indemnifying Party conducts the defense of the Third Party Claim actively and diligently. To
exercise such right, the Indemnifying Party must give notice to the Indemnified Party of its election to assume the defense of the Third Party Claim
within 20 Business Day of receipt from the Indemnified Party of notice of the Third Party Claim. Should an Indemnifying Party so elect to assume
the defense of a Third Party Claim, (A) the Indemnifying Party shall reimburse the Indemnified Party for reasonable legal and other out-of-pocket
expenses incurred by the Indemnified Party in connection with the defense thereof prior to the time the Indemnifying Party assumed control and
(B) the Indemnifying Party shall not be liable to the Indemnified Party for legal expenses subsequently incurred by the Indemnified Party in
connection with the defense thereof. If the Indemnifying Party assumes such defense, the Indemnified Party shall have the right to participate in
the defense thereof and to employ counsel, at its own expense, separate from the counsel employed by the Indemnifying Party, it being understood,
however, that the Indemnifying Party shall control such defense. If the Indemnifying Party chooses to defend any Third Party Claim, all the Parties
shall reasonably cooperate in the defense or prosecution of such Third Party Claim. Such cooperation shall include the retention and (upon the
Indemnifying Party’s request) the provision to the Indemnifying Party of records, information and testimony and attending such conferences,
discovery proceedings, hearings, trials or appeals, which are reasonably requested in connection with such Third Party Claim, and making
employees and other representatives and advisors available on a mutually convenient basis to provide additional information and explanation of
any material provided hereunder. If the Indemnifying Party shall control the defense of any Third Party Claim then the Indemnifying Party shall be
entitled to settle such Third Party Claim; provided that the Indemnifying Party shall obtain the prior written consent of the Indemnified Party
(which consent shall not be unreasonably withheld, conditioned or delayed) before entering into any settlement of a claim or ceasing to defend
such claim if, pursuant to or as a result of such settlement or cessation, injunctive or other equitable relief will be imposed against the Indemnified
Party (or Affiliates thereof) or if such settlement does not expressly and unconditionally release the Indemnified Party from all Liabilities and
obligations with respect to such claim, without prejudice or such Indemnified Party shall have to pay a portion of the settlement.

(c)    If the Indemnifying Party, having assumed control of a Third Party Claim in accordance with Section 10.5(b), thereafter fails
to defend the Third Party Claim actively and diligently, the Indemnified Party shall be entitled to assume such control and the Indemnifying Party
shall be bound by the results obtained by the Indemnified Party with respect to the Third Party Claim (including the consenting by the Indemnified
Party to the entry of any judgment or the entering into by the Indemnified Party of any settlement or compromise in connection therewith). If any
of the other conditions listed in Section 10.5(b) are not satisfied, the Indemnified Party shall be entitled to control the applicable Third Party Claim
from its outset, and if the Indemnifying Party is entitled to control the applicable Third Party Claim in accordance with Section 10.5(b) and
conducts the defense of such Third Party Claim actively and diligently but any of the other conditions listed in Section 10.5(b) becomes
unsatisfied, the Indemnified Party shall be entitled to assume control of such Third Party Claim, and, in each case, the Indemnifying Party shall pay
for the reasonable fees and disbursements of counsel of, and other reasonable fees and expenses of, the Indemnified Party, and the Indemnifying
Party shall be bound by the results obtained by the Indemnified Party with respect to such Third Party Claim (including the consenting by the
Indemnified Party to the entry of any judgment or the entering into by the Indemnified Party of any settlement or compromise in connection
therewith); provided, however, that the Indemnifying Party shall not be bound by the entry of any such judgment consented to, or any such
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compromise or settlement effected, without its prior written consent (which consent shall not be unreasonably withheld or delayed). The
Indemnified Party and the Indemnifying Party agree to make available to each other, their respective counsel and other respective representatives
all information and documents available to them which relate to a Third Party Claim.

(d)    If any Third Party Claim is of a nature such that the Indemnified Party is required by Law to incur Losses or make a payment
to any Person that is not a Party (a “Third Party”) with respect to the Third Party Claim before the completion of settlement negotiations or related
Actions, the Indemnified Party may incur such Losses or make such payment and the Indemnifying Party shall, forthwith after demand by the
Indemnified Party, reimburse the Indemnified Party for such Losses or payment. If the amount of any Liability of the Indemnified Party under such
Third Party Claim, as finally determined, is less than the amount that was paid by the Indemnifying Party to the Indemnified Party, the Indemnified
Party shall, forthwith after the receipt of the difference from the Third Party, pay the amount of such difference, together with any interest thereon
paid by the Third Party to the Indemnified Party, to the Indemnifying Party. In addition, the Indemnifying Party shall post all security required by
any court, regulatory body or other authority having jurisdiction, including for purposes of enabling the Indemnifying Party to contest any Third
Party Claim.

10.6    Losses Net of Tax Benefits and Insurance. The amount of any and all Losses under this Article X shall be determined net of (a) any
Tax Benefits actually realized by any Person seeking indemnification hereunder arising from the deductibility or creditability against Taxes of any
such Losses, to the extent that such benefit is received by such Person as a direct consequence of the accrual, incurrence or payment of any such
Losses, (b) any Tax cost incurred by any Person seeking indemnification hereunder as a result of the matter giving rise to such Loss and (c) any
amounts recovered by the Indemnified Party under insurance policies or in respect of rights against third parties for contribution or indemnification
with respect to such Losses (net of any deductibles or self-insured or co-insurance payments made by the Indemnified Party or its Affiliates and net
of any retrospective premium adjustments or any anticipated experience-based premium adjustments). If, after an indemnification payment was
made, the Indemnified Party receives a Tax Benefit for the year that the Loss is incurred that was not taken into account at the time the
indemnification payment was made, the relevant Party shall promptly pay to the other Party the amount of such Tax Benefit. The Indemnified
Party shall seek full recovery under all insurance policies covering any Loss and any source of recovery from third parties. In the event that an
insurance or other recovery is made by any Indemnified Party with respect to any Loss for which any such Person has been indemnified hereunder,
then a refund equal to the aggregate amount of the recovery shall be promptly made to the applicable Indemnifying Party. Each Party waives, to
the extent permitted under its applicable insurance policies, any subrogation rights that its insurer may have with respect to any indemnifiable
Losses. Any indemnity payment under this Agreement shall be treated as an adjustment to the Aggregate Purchase Price for Tax purposes.

10.7    Survival. (a) The representations and warranties herein (other than the Fundamental Representations, Section 5.6, Section 5.7,
Section 5.8, Section 6.15 and Sections 7.1 and 7.2) shall survive the Closing solely for purposes of Section 10.1 and Section 10.3 and shall
terminate on the close of business on the date that is 18 months after the Closing Date; (b) the Fundamental Representations, Section 5.6 and
Sections 7.1 and 7.2 shall survive the Closing solely for purposes of Section 10.1 and Section 10.3 and shall terminate on the close of business on
the date that is 10 years after the Closing Date; (c) the representations and warranties contained in Section 5.7 and Section 6.15 shall survive the
Closing solely for purposes of Section 10.1 and Section 10.3 and shall terminate on the close of business on the date that is 60 days following the
expiration of the underlying statute of limitations; and (d) the representations and warranties contained in Section 6.11 shall survive the Closing
solely for purposes of Section 10.1 and Section 10.3 and shall terminate on the close of business on the date that is 36 months after the Closing
Date, and no claims may be brought with respect to any such representations and
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warranties after five Business Days after the end of the applicable survival period (which claims must have arisen prior to the end of the applicable
survival period and not during the five Business Day period thereafter). All covenants contained in this Agreement which are to be performed prior
to the Closing and the ability to make indemnification claims pursuant to Section 10.1(a)(iii) shall terminate on the date that is 18 months
following the Closing Date. The covenants contained in this Agreement which are to be performed at or after the Closing shall terminate once such
covenants are fully performed. No claim for indemnification hereunder for breach of any representations, warranties, covenants, agreements and
other provisions may be made after the expiration of the applicable survival period set forth in this Section 10.7. If a claim is made in accordance
with the provisions of this Agreement prior to the end of the relevant period to bring a claim, such representation, warranty, covenant, agreement or
other provision shall, as to the matter specifically the subject of such claim, survive until resolved.

10.8    Manner of Payment. Subject to, and in accordance with, the provisions of this Article X:

(a)    Any indemnification of the Seller Indemnified Parties pursuant to this Article X shall be delivered by the Buyers to the
Sellers by wire transfer of immediately available funds to an account designated by the Sellers within five days after the determination thereof.

(b)    Any indemnification of the Buyer Indemnified Parties pursuant to this Article X (except in connection with any amounts to
be paid over by the Sellers to the Buyers pursuant to Section 9.8(b)(i) in connection with (x) Pre-Closing Income Tax Returns or (y) Tax Returns
for Straddle Periods in connection with the Pre-Closing Tax Period and except in connection with amounts payable by the Sellers to the Buyers
pursuant to Section 10.1(a)(ix), each of which shall be paid by the Sellers to the Buyers by wire transfer of immediately available funds to an
account designated by the Buyers) shall be (i) first paid to the Buyers from amounts available in the Indemnity Escrow Account and the Sellers and
the Buyers shall execute and deliver a joint written instruction to the Escrow Agent instructing the Escrow Agent to release such amount to the
Buyers by wire transfer of immediately available funds to an account designated by Buyers in accordance with the terms of the Escrow Agreement,
and (ii) second, for any remaining amounts in excess of the amounts available in the Indemnity Escrow Account, subject to the Cap (except for
such amounts in respect of the Fundamental Representations or Section 5.6, Section 5.7 or Section 6.15, Losses arising out of actual fraud in
connection with the transactions contemplated by this Agreement or pursuant to Sections 10.1(a) (iv), (vi), (vii) or (viii), which are not subject to
the Cap), paid by the Sellers to the Buyers by wire transfer of immediately available funds to an account designated by the Buyers within five days
after the determination thereof.

ARTICLE XI 

MISCELLANEOUS

11.1    Press Releases and Communications. No press release or public statement related to this Agreement or the transactions
contemplated hereby shall be issued or made without the joint approval of the Buyers and the Sellers, unless required by Law or the rules and
regulations of any securities exchange upon which the securities of any Party or the Affiliate of any Party are listed (in the reasonable opinion of
counsel), in which case the Buyers and the Sellers shall have the right to review and comment on such press release or statement prior to
publication, except that the Company Group and its Subsidiaries may make announcements from time to time to their respective employees,
customers, suppliers and other business relations and otherwise as the Company Group may reasonably determine is necessary to comply with any
Laws or the requirements of any agreement to which the Company Group or any of its Subsidiaries is a party and in which case Buyers shall have
the right to review on such announcement prior to dissemination.

11.2    Expenses. Whether or not the Closing takes place, except as otherwise provided in
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Sections 2.3 and 9.4, all fees, costs and expenses (including fees, costs and expenses of legal counsel, investment bankers, brokers or other
representatives and consultants and appraisal fees, costs and expenses, and travel, lodging, entertainment and associated expenses) incurred in
connection with the negotiation of this Agreement and the other agreements contemplated hereby, the performance of this Agreement and the other
agreements contemplated hereby, and the consummation of the transactions contemplated hereby and thereby (a) by the Company Group and its
Subsidiaries prior to the Closing and by the Sellers, each shall be paid by the Sellers or, prior to the Closing, by the Company Group, or (b) by the
Company Group and its Subsidiaries from and after the Closing and by the Buyers, each shall be paid by the Buyers.

11.3    Amendment and Waiver. This Agreement may be amended, supplemented or changed and any provision of this Agreement may be
waived only in a writing signed by the Buyers and the Sellers. No waiver of any provision hereunder or any breach or default thereof shall operate
or be construed as a further or continuing waiver of such breach or default or as a waiver of any other or subsequent breach or default. No failure
on the part of any Party to exercise, and no delay in exercising, any right, power or remedy hereunder will operate as a waiver thereof, or will any
single or partial exercise of such right, power or remedy by such Party preclude any other or further exercise thereof or the exercise of any other
right, power or remedy.

11.4    Notices. All notices, requests, demands and other communications permitted or required to be given or delivered under or by reason
of the provisions of this Agreement shall be in writing and shall be deemed conclusively to have been given (a) when personally delivered, (b)
when sent by facsimile (with hard copy to follow) during a Business Day (or on the next Business Day if sent after the close of normal business
hours or on any non-Business Day), (c) when sent by electronic mail (so long as a receipt of such electronic mail is requested and received and
with a hard copy of such electronic mail to follow) during a Business Day (or on the next Business Day if sent after the close of normal business
hours or on any non-Business Day), (d) one Business Day after being sent by reputable overnight express courier (charges prepaid) or (e) three
Business Days following mailing by certified or registered mail, postage prepaid and return receipt requested. Unless another address is specified
in writing by notice in accordance with this Section 11.4, notices, requests, demands and communications to the Parties shall be sent to the
addresses indicated below:

Notices to the Sellers or the Seller Guarantors:  
   

c/o Northern Industrial, Inc.  
200 S. Orcas Street  
Seattle, Washington 98108  
Attention: Scott Howell  
Facsimile: 1-206-224-0287  
Email: howellrs@nmwa.com  

   

   

with a mandatory copy to (which shall not constitute notice to the Sellers or the Seller Guarantors):
   

K&L Gates LLP  
925 Fourth Avenue, Suite 2900  
Seattle, Washington 98104  
Attention: Stephan H. Coonrod  
Facsimile: 1-206-370-6037  
E-mail: stephan.coonrod@klgates.com  
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Notices to the Buyers or Kadant Parent:
 

   

c/o Kadant Inc.  
One Technology Park Drive  
Westford, Massachusetts 01866  
Attention: General Counsel  
Facsimile: 1-978-635-1593  
E-mail: sandra.lambert@kadant.com  

   

with a mandatory copy to (which shall not constitute notice to the Buyers or Kadant Parent):

   

McCarthy Tétrault LLP  
1000 De La Gauchetière Street West, Suite 2500
Montreal, Quebec H3B 0A2  
Canada   
Attention: Patrick M. Shea  
Facsimile: 1-514-875-6246  
E-mail: pshea@mccarthy.ca  

   
11.5    Successors and Assigns. This Agreement and all of the provisions hereof shall be binding upon and inure to the benefit of the

Parties and their respective successors and permitted assigns, except that neither this Agreement nor any of the rights, interests or obligations
hereunder may be assigned or delegated by any Party without the prior written consent of the Buyers and the Sellers; provided, however, that the
Buyers may assign this Agreement or any of the rights, interests or obligations hereunder to (a) their Affiliates, (b) to any purchaser of the
Company Group or any of its Subsidiaries or the Buyers after the Closing Date and (c) to lenders of the Buyers or their Affiliates as collateral
security for borrowings, provided that no such assignment shall serve to release the Buyers from Liability for performance of the Buyers’
obligations under this Agreement.

11.6    Non-Recourse. This Agreement may only be enforced against, and any claim or cause of action based upon, arising out of or related
to this Agreement may only be brought against, the Persons that are expressly named as Parties to this Agreement. Except to the extent named as a
Party to this Agreement, and then only to the extent of the specific obligations of such Parties set forth in this Agreement, no past, present or future
shareholder, member, partner, manager, director, officer, employee, Affiliate, agent or representative of any Party or the Company Group or any of
its Subsidiaries will have any obligation or Liability (whether in contract, tort, equity or otherwise) for any of the representations, warranties,
covenants, agreements or other obligations or Liabilities of any of the Parties or for any claim based upon, arising out of or related to this
Agreement. Nothing in the foregoing is however intended to restrict or limit recourse in the event of fraud.

11.7    Severability. Whenever possible, each provision of this Agreement shall be interpreted in such manner as to be effective and valid
under Law, but if any provision of this Agreement is held to be prohibited by or invalid under Law, such provision shall be ineffective only to the
extent of such prohibition or invalidity, without invalidating the remainder of such provision or the remaining provisions of this Agreement, so
long as the economic or legal substance of the transactions contemplated hereby is not affected in any manner materially adverse to any Party, and
upon such a holding, the Parties shall negotiate in good faith to modify this Agreement so as to effect the original intent of the Parties as closely as
possible in an acceptable manner in order that the transactions contemplated hereby be consummated as originally contemplated to the fullest
extent possible.

11.8    Construction. The language used in this Agreement shall be deemed to be the language
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chosen by the Parties to express their mutual intent, and no rule of strict construction shall be applied against any Person. The headings of the
sections and paragraphs of this Agreement have been inserted for convenience of reference only and shall in no way restrict or otherwise modify
any of the terms or provisions hereof. In the event a subject matter is addressed in more than one representation and warranty in Article IV or
Article V, the Buyers shall be entitled to rely only on the most specific representation and warranty addressing such matter. The information
contained in this Agreement, in the Disclosure Schedules and in the exhibits hereto is disclosed solely for purposes of this Agreement, and no
information contained herein or therein shall be deemed to be an admission or agreement by any Party to any third party of any matter whatsoever
(including any violation of Law or breach of contract). Prior to the Closing, the Sellers and the Company Group shall have the right, from time to
time, to supplement, modify or update the Disclosure Schedules with respect to (x) matters that arise after the date of this Agreement and as to
which the Company Group has no knowledge of as of the date of this Agreement and which did not arise as a result of acts or omissions of the
Sellers, the Company Group or its Subsidiaries in violation of the provisions of this Agreement or (y) Sections 6.7(a) and 6.27(b) of the Disclosure
Schedules for new Contracts entered into, and new guarantees provided, by the Company Group after the date of this Agreement, so long as such
new Contracts or guarantees were entered into in compliance with the covenants of Article IV. Such supplement, modification or update shall be
deemed to have supplemented, modified or updated the Disclosure Schedules, and thus modified the representations and warranties of the Sellers
or the Company Group, as applicable, (i) except as provided in the next sentence, for purposes determination of the satisfaction of the Closing
conditions in Article III and (ii) for purposes of indemnification under Article X. If such supplement, modification or update discloses a matter that
could reasonably likely result in Losses by the Buyer Indemnified Parties following the Closing in excess of $800,000 (or, if (x) the Buyers deliver
a Closing Date Extension Notice to the Sellers and (y) the Closing does not occur on or prior to July 5, 2017, if such supplement, modification or
update discloses a Material Adverse Effect), the Buyers shall have the right to terminate this Agreement by giving Sellers written notice to that
effect prior to the date Closing is then anticipated to take place, based on the status of fulfillment of all conditions to Closing other than those
involving deliveries at Closing. If the Buyers do not exercise such termination right and proceed to the Closing, then the Buyers shall have no right
to indemnification under Article X with respect to such matter. From and after the Closing, references to the Disclosure Schedules shall be
references to the Disclosure Schedules as so supplemented, modified, or updated.

11.9    No Third-Party Beneficiaries. The provisions of this Agreement are intended for the benefit of, and shall be enforceable by the
Parties and the Parties shall have the right, but not the obligation, to enforce any obligations of the other Parties under this Agreement. Section 9.4
and Section 11.5 shall be enforceable by each of the current and former officers, directors or similar functionaries of the Company Group and its
Subsidiaries and his or her heirs and representatives. Except as provided in Article X and as otherwise expressly provided herein (for avoidance of
doubt, included as provided in Section 11.15), nothing expressed or referred to in this Agreement will be construed to give any Person other than
the Parties to this Agreement, and, for purposes of Section 9.4, each of the current and former officers, directors or similar functionaries of the
Company Group and its Subsidiaries and his or her heirs and representatives, any legal or equitable right, remedy, or claim under or with respect to
this Agreement or any provision of this Agreement. The representations and warranties in this Agreement are the product of negotiations among
the Parties and are for the sole benefit of the Parties. Any inaccuracies in such representations and warranties are subject to waiver by the Parties in
accordance with this Agreement without notice or Liability to any other Person. In some instances, the representations and warranties in this
Agreement may represent an allocation among the Parties of risks associated with particular matters regardless of the knowledge of any of the
Parties. Consequently, Persons other than the Parties may not rely upon the representations and warranties in this Agreement as characterizations
of actual facts or circumstances as of the date of this Agreement or as of any other date.
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11.10    Complete Agreement. This Agreement, together with the Confidentiality Agreement, contains the complete agreement among the
Parties and supersede any prior understandings, agreements or representations by or among the Parties, written or oral, which may have related to
the subject matter hereof in any way.

11.11    Electronic Delivery; Counterparts. This Agreement and any signed agreement or instrument entered into in connection with this
Agreement, and any amendments hereto or thereto, may be executed in one or more counterparts, all of which shall constitute one and the same
instrument. Any such counterpart, to the extent delivered by means of a facsimile machine or by .pdf, .tif, .gif, .jpeg or similar attachment to
electronic mail (any such delivery, an “Electronic Delivery”) shall be treated in all manner and respects as an original executed counterpart and
shall be considered to have the same binding legal effect as if it were the original signed version thereof delivered in person. At the reasonable
request of any Party, each other Party or thereto shall re-execute the original form of this Agreement and deliver such form to all other Parties. No
Party shall raise the use of Electronic Delivery to deliver a signature or the fact that any signature or agreement or instrument was transmitted or
communicated through the use of Electronic Delivery as a defense to the formation of a contract, and each such Party forever waives any such
defense, except to the extent such defense relates to lack of authenticity.

11.12    Governing Law; WAIVER OF JURY TRIAL. All issues and questions concerning the construction, validity, interpretation and
enforceability of this Agreement and the exhibits and schedules hereto, and all Actions arising hereunder or thereunder or in connection herewith
or therewith, whether purporting to be sound in contract or tort, or at law or in equity, shall be governed by, and construed in accordance with, the
Laws of the state of Washington, without giving effect to any choice of law or conflict of law rules or provisions (whether of the state of
Washington or any other jurisdiction) that would cause the application of the Laws of any jurisdiction other than the state of Washington. The
Parties hereby agree and consent to be subject to the exclusive jurisdiction of the any federal court or state court located in King County,
Washington (and in each case of the appropriate appellate courts therefrom), and hereby waive the right to assert the lack of personal or subject
matter jurisdiction or improper venue in connection with any such Action. In furtherance of the foregoing, each of the Parties (a) waives the
defense of inconvenient forum, (b) agrees not to commence any Action arising out of this Agreement or any transactions contemplated hereby
other than in any such court and (c) agrees that a final judgment in any such Action shall be conclusive and may be enforced in other jurisdictions
by suit or judgment or in any other manner provided by Law. Process in any such Action may be served on any Party anywhere in the world,
whether within or without the jurisdiction of any such court. Without limiting the foregoing, each Party agrees that service of process on such Party
as provided in Section 11.4 shall be deemed effective service of process on such Party. EACH PARTY HEREBY KNOWINGLY,
INTENTIONALLY AND VOLUNTARILY AND WITH AND UPON THE ADVICE OF COMPETENT COUNSEL IRREVOCABLY WAIVES
ALL RIGHT TO TRIAL BY JURY IN ANY ACTION, CROSS‑CLAIM OR COUNTERCLAIM IN ANY COURT (WHETHER BASED ON
CONTRACT, TORT, OR OTHERWISE) ARISING OUT OF, RELATING TO OR IN CONNECTION WITH (i) THIS AGREEMENT OR THE
VALIDITY, PERFORMANCE, INTERPRETATION, COLLECTION OR ENFORCEMENT HEREOF, (ii) THE TRANSACTIONS
CONTEMPLATED HEREBY OR (iii) THE ACTIONS OF SUCH PARTY IN THE NEGOTIATION, AUTHORIZATION, EXECUTION,
DELIVERY, ADMINISTRATION, PERFORMANCE OR ENFORCEMENT HEREOF. EACH PARTY (1) CERTIFIES THAT NO
REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT
SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER AND
(2) ACKNOWLEDGES THAT IT AND THE OTHER PARTIES HAVE BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG
OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION.

 - 69 -  



11.13    Specific Performance. The Parties agree that irreparable damage would occur in the event that any of the provisions of this
Agreement were not performed in accordance with their specific terms or were otherwise breached, and that money damages or legal remedies
would not be an adequate remedy for any such damages. Therefore, it is accordingly agreed that each Party shall be entitled to enforce specifically
the terms and provisions of this Agreement, or to enforce compliance with, the covenants and obligations of any other Party, in any court of
competent jurisdiction, and appropriate injunctive relief shall be granted in connection therewith. Any Party seeking an injunction, a decree or
order of specific performance shall not be required to provide any bond or other security in connection therewith and any such remedy shall be in
addition to and not in substitution for any other remedy to which such Party is entitled at law or in equity.

11.14    Prevailing Party. Unless otherwise expressly provided herein, if there shall occur any dispute or proceeding between any of the
Parties relating to this Agreement or the transactions contemplated hereby, the non-prevailing Party shall pay all reasonable costs and fees
(including reasonable attorneys’ fees and expenses) of the prevailing Party.

11.15    Acknowledgement. Following the Closing, in any dispute or proceeding arising under or in connection with, or any other matter
related to, this Agreement, the Sellers and their Affiliates shall have the right, at their respective election, to retain K&L Gates LLP and its
Affiliates (collectively, the “Law Firm”) to represent it in such matter, and the Buyers hereby irrevocably waive and consent to (and will cause
their Subsidiaries (including, after the Closing, the Company Group and its Subsidiaries) to waive and consent to), any such representation in any
such matter and the communication by such counsel to the Sellers or any of their Affiliates in connection with any such representation of any fact
known to such counsel arising by reason of such counsel’s prior representation of the Company Group and its Subsidiaries. The Buyers irrevocably
acknowledge and agree that all Attorney-Client Communications would not be subject to disclosure to the Buyers and their Affiliates in connection
with any process relating to a dispute arising under or in connection with, this Agreement or otherwise, shall continue after the Closing and for all
purposes be deemed to be privileged communications between the Law Firm and the Sellers, and none of the Buyers or their Affiliates (including,
after Closing, the Company Group and its Subsidiaries) nor any Person purporting to act on behalf of or through any of the foregoing shall (a) seek
to obtain the same by any process on the grounds that the privilege attaching to such communications belongs to the Company Group and its
Subsidiaries and not to the Sellers or (b) take any action which could cause any Attorney-Client Communication to cease being a confidential
communication or to otherwise lose protection under the attorney-client privilege or any other evidentiary privilege, including waiving such
protection in any dispute with a Person that is not the Sellers or an Affiliate thereof.

11.16    No Right of Set-Off. Each Party, for itself and its successors and permitted assigns, hereby unconditionally and irrevocably waives
any rights of set-off, netting, offset, recoupment, or similar rights that such Party or any of its successors and permitted assigns has or may have
with respect to any payments to be made by such Party pursuant to this Agreement or any other document or instrument delivered by such Party in
connection herewith.

11.17    Relationship of the Parties. Nothing in this Agreement shall be deemed to constitute the Parties as joint venturers, alter egos,
partners or participants in an unincorporated business or other separate entity, nor, except as specifically set forth herein, in any manner create any
principal agent, fiduciary or other special relationship among the Parties. No Party shall have any duties (including fiduciary duties) towards any
other Party except as specifically set forth herein.

* * * * *
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STOCK AND ASSET PURCHASE AGREEMENT

IN WITNESS WHEREOF, the Parties have executed this Agreement on the date first written above.

 KADANT PARENT:
    

 KADANT INC.
    

 By: /s/ Jonathan W. Painter
  Name: Jonathan W. Painter
  Title: President & Chief Executive Officer
    

 KADANT US:
    

 KADANT NORTHERN U.S. LLC
   

  By: KADANT INC., its sole member
    

  By: /s/ Jeffrey L. Powell
   Name: Jeffrey L. Powell
   Title: Executive Vice President
    

 KADANT CANADA:
    

 
KADANT CANADA CORP.

    

 By: /s/ Michael J. McKenney
  Name: Michael J. McKenney

  
Title: Senior Vice President & CFO

    

 KADANT UK:
    

 
KADANT NORTHERN UK CO. LTD.

    

 By: /s/ Jeffrey L. Powell
  Name: Jeffrey L. Powell

  
Title: Director

[signatures continue on next page]
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 KADANT EUROPE:
    

 
KADANT JOHNSON EUROPE B.V.

    

 By: /s/ Jonathan W. Painter
  Name: Jonathan W. Painter
  Title: Managing Director

[signatures continue on next page]
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 NII:
    

 NII FPG COMPANY
    

 By: /s/ R. Scott Howell
  Name: R. Scott Howell
  Title: Chief Executive Officer
    

 IPCO:
    

 NICHOLSON INTELLECTUAL PROPERTY, INC.
    

 By: /s/ R. Scott Howell
  Name: R. Scott Howell
  Title:Chief Executive Officer
    

 CASCADE:
    

 
CASCADE NATURAL RESOURCES, INC.

    

 By: /s/ R. Scott Howell
  Name:R. Scott Howell
  Title:Chief Executive Officer
    

 NI:
    

 NORTHERN INDUSTRIAL, INC.
    

 By: /s/ R. Scott Howell
  Name:R. Scott Howell
  Title:Chief Executive Officer
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EXHIBIT A

ESCROW AGREEMENT

THIS ESCROW AGREEMENT, dated as of ________, 2017 (this “Agreement”), is by and among KADANT NORTHERN U.S. LLC
(“Kadant US”), KADANT CANADA CORP., KADANT NORTHERN UK CO. LTD., KADANT JOHNSON EUROPE B.V. (collectively
“Purchasers”), NII FPG COMPANY (“NII”), NICHOLSON INTELLECTUAL PROPERTY, INC. (“IPCo” and, collectively with NII, “Sellers”)
and U.S. BANK NATIONAL ASSOCIATION, a national banking association, as escrow agent hereunder (“Escrow Agent”).

BACKGROUND

A. Purchasers, Sellers, Kadant Inc., Cascade Natural Resources, Inc. and Northern Industrial, Inc. have entered into a Stock and Asset
Purchase Agreement (the “Underlying Agreement”), dated as of May 24, 2017, pursuant to which Purchasers are acquiring on the date hereof the
Shares (as such term is defined in the Underlying Agreement) and Kadant US is acquiring on the date hereof the VFR Patent Assets (as such term
is defined in the Underlying Agreement). The Underlying Agreement provides that Purchasers shall deposit the Escrow Funds (defined below) in a
segregated escrow account to be held by Escrow Agent for the purpose of indemnifications that may become due to Purchasers by Sellers pursuant
to the Underlying Agreement.

B. Escrow Agent has agreed to accept, hold and disburse the funds deposited with it and any earnings thereon in accordance with the terms
of this Agreement.

C. Purchasers and Sellers have appointed the Representatives (as defined below) to represent them for all purposes in connection with the
funds to be deposited with Escrow Agent and this Agreement.

D. Purchasers and Sellers acknowledge that (i) Escrow Agent is not a party to and has no duties or obligations under the Underlying
Agreement, (ii) all references in this Agreement to the Underlying Agreement are solely for the convenience of Purchasers and Sellers and (iii)
Escrow Agent shall have no implied duties beyond the express duties set forth in this Agreement.

NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties
hereto, for themselves, their respective successors and their respective permitted assigns, hereby agree as follows:

1.    Definitions. The following terms shall have the following meanings when used herein:

“Claim Notice” shall have the meaning set forth in Section 8(a).



“Escrow Funds” shall mean, collectively, the Indemnity Escrow Amount and the Purchase Price Escrow Amount collectively deposited with the
Escrow Agent pursuant to Section 3, together with any interest and other income thereon.

“Escrow Period” shall mean the period commencing on the date hereof and ending at the close of Escrow Agent’s business day on the date that is
eighteen (18) months and ten (10) business days after the date hereof, unless earlier terminated pursuant to this Agreement.

“Final Order” shall mean a final and nonappealable judgment, order, award or determination of a court of competent jurisdiction, which order,
judgment, award or determination (an “Order”) is delivered to Escrow Agent accompanied by a written instruction from Purchasers or Sellers
given to effectuate such Order and confirming that such Order is final and nonappealable, and Escrow Agent shall be entitled to conclusively rely
upon any such confirmation and instruction and shall have no responsibility to review the Order to which such confirmation and instruction refers.

“Indemnified Party” shall have the meaning set forth in Section 12.

“Indemnity Claim” shall have the meaning set forth in Section 8(a).

“Indemnity Escrow Account” shall mean the account created pursuant to Section 3 of this Agreement for the purpose of accepting the transfer of
the Indemnity Escrow Amount.

“Indemnity Escrow Amount” shall mean the sum of $8,000,000.

“Joint Written Direction” shall mean a written direction executed by the Representatives and directing Escrow Agent to disburse all or a portion of
the Escrow Funds or to take or refrain from taking any other action pursuant to this Agreement.

“Purchase Price Escrow Account” shall mean the account created pursuant to Section 3 of this Agreement for the purpose of accepting the transfer
of the Purchase Price Escrow Amount.

“Purchase Price Escrow Amount” shall mean the sum of $4,000,000.

“Purchasers Representative” shall mean the person(s) so designated on Schedule C hereto or any other person designated in a writing signed by
Purchasers and delivered to Escrow Agent and the Sellers Representative in accordance with the notice provisions of this Agreement, to act as its
representative under this Agreement.

“Representatives” shall mean the Purchasers Representative and the Sellers Representative.

“Sellers Representative” shall mean the person(s) so designated on Schedule C hereto or any other person designated in a writing signed by Sellers
and delivered to Escrow Agent and the Purchasers Representative in accordance with the notice provisions of this Agreement, to act as its
representative under this Agreement.
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2.    Appointment of and Acceptance by Escrow Agent. Purchasers and Sellers hereby appoint Escrow Agent to serve as escrow agent
hereunder. Escrow Agent hereby accepts such appointment and, upon receipt by wire transfer of the Escrow Funds in accordance with Section 3,
agrees to hold, invest and disburse the Escrow Funds in accordance with this Agreement.

3.    Deposit of Escrow Funds. Simultaneously with the execution and delivery of this Agreement, Purchasers will transfer (i) the
Indemnity Escrow Amount, by wire transfer of immediately available funds, to an account designated by Escrow Agent as the Indemnity Escrow
Account; and (ii) the Purchase Price Escrow Amount, by wire transfer of immediately available funds, to an account designated by Escrow Agent
as the Purchase Price Escrow Account.

4.    Disbursements of Escrow Funds. Subject to the provisions of Sections 5 and 6, Escrow Agent shall disburse Escrow Funds at any time
and from time to time, upon receipt of, and in accordance

with, a Joint Written Direction. Such Joint Written Direction shall contain complete payment instructions, including wiring instructions or an
address to which a check shall be sent. Prior to any disbursement, Escrow Agent shall have received reasonable identifying information regarding
the recipient such that Escrow Agent may comply with its regulatory obligations and reasonable business practices, including without limitation a
completed United States Internal Revenue Service (“IRS”) Form W-9 or Form W-8, as applicable. All disbursements of funds from the Escrow
Funds shall be subject to the fees and claims of Escrow Agent and the Indemnified Parties pursuant to Section 12 and Section 13. By signing this
Agreement, each of the Representatives agrees to execute and provide Joint Written Directions as are consistent with the provisions and intent of
the Underlying Agreement and this Agreement.

5.     Disbursement of Purchase Price Escrow Amount. Upon receipt of a Joint Written Direction specifying the amount to which (i) the
Purchasers or the Sellers, pursuant to Section 2.3(h)(i) of the Underlying Agreement, or (ii) the Purchasers and the Sellers, pursuant to Section
2.3(h)(ii) of the Underlying Agreement, are entitled as a result of the determination of the amount of the Closing Cash Proceeds (as such term is
defined in the Underlying Agreement), the Escrow Agent shall distribute, as promptly as practicable, from the Purchase Price Escrow Account to
the Purchasers or the Sellers, or the Purchasers and the Sellers, as the case may be, the amount or amounts of the Purchase Price Escrow Amount
that is or are specified in such Joint Written Direction.

6.     Disbursement of Indemnity Escrow Amount. Upon the expiration of the Escrow Period and receipt by Escrow Agent of a Joint
Written Direction, the Escrow Agent shall distribute to Sellers, as promptly as practicable, from the Indemnity Escrow Account any remaining
Indemnity Escrow Amount as set forth in such Joint Written Direction.

7.    Suspension of Performance; Disbursement into Court. If, at any time, (a) there shall exist any dispute with respect to the holding or
disposition of all or any portion of the Escrow Funds or any other obligations of Escrow Agent hereunder, (b) Escrow Agent is unable
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to determine, to Escrow Agent’s sole satisfaction, the proper disposition of all or any portion of the Escrow Funds or Escrow Agent’s proper
actions with respect to its obligations hereunder, or (c) the Representatives have not, within ten (10) days after the furnishing by Escrow Agent of a
notice of resignation, appointed a successor Escrow Agent to act hereunder, then Escrow Agent may, in its sole discretion, take either or both of the
following actions:

(i)    suspend the performance of any of its obligations (including without limitation any disbursement obligations) under this
Agreement until such dispute or uncertainty shall be resolved to the sole satisfaction of Escrow Agent or until a successor Escrow Agent
shall have been appointed; or

(ii)    petition (by means of an interpleader action or any other appropriate method) any court of competent jurisdiction, in any
venue convenient to Escrow Agent, for instructions with respect to such dispute or uncertainty and, to the extent required or permitted by
law, pay into such court, for holding and disposition in accordance with the instructions of such court, all Escrow Funds, after deduction
and payment to Escrow Agent of all fees and expenses (including court costs and attorneys’ fees) payable to, incurred by, or expected to be
incurred by Escrow Agent in connection with the performance of its duties and the exercise of its rights hereunder.

Escrow Agent shall have no liability to Purchasers, Sellers or the Representatives, their respective owners, shareholders or members or any other
person with respect to any such suspension of performance or disbursement into court, specifically including any liability or claimed liability that
may arise, or be alleged to have arisen, out of or as a result of any delay in the disbursement of the Escrow Funds or any delay in or with respect to
any other action required or requested of Escrow Agent.

8.    Resolutions & Disbursement of Claims. If during the Escrow Period any Purchaser elects to make a claim for indemnity against
Sellers, then the procedures for administering and resolving such claims shall be as follows:

(a)    If any Purchaser elects to assert a claim for indemnity (an “Indemnity Claim”), it must (i) give written notice of such claim (a “Claim
Notice”) to Escrow Agent and Sellers Representative prior to the expiration of the Escrow Period. Such Claim Notice shall include a description of
the claim and the basis therefor and the amount, if known, asserted by such Purchaser for such claim (including, if appropriate, an estimate of all
costs and expenses reasonably expected to be incurred by such Purchaser by reason of such claim). Within thirty (30) days after the date upon
which such Claim Notice is delivered to Escrow Agent (the “Claim Notice Delivery Date”), Sellers Representative may advise Purchasers
Representative and Escrow Agent in writing whether Sellers Representative objects to some or all of the Indemnity Claim described in the Claim
Notice.

(b)     Escrow Agent shall pay an Indemnity Claim to the applicable Purchaser from the Escrow Funds in the amount of the Claim Notice
(i) if Escrow Agent has not received from Sellers Representative a written objection (a “Claim Response”) to any or all (the “Contested
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Amount”) of the Claim Notice amount within thirty (30) days after the Claim Notice Delivery Date and Purchasers Representative has provided a
written statement to Escrow Agent stating that Purchasers Representative has delivered the Claim Notice to Sellers Representative in accordance
with the notice provisions hereof, and that Sellers Representative have failed to object to the Indemnity Claim; or (ii) pursuant to a Joint Written
Direction.

(c)     If, within thirty (30) days after the Claim Notice Delivery Date, Escrow Agent receives from Sellers Representative a Claim
Response to the Claim Notice, Escrow Agent shall pay from the Escrow Funds to the applicable Purchaser all of the Claim Notice amount except
for the Contested Amount. Thereafter, Escrow Agent shall release the Contested Amount only pursuant to (i) a Joint Written Direction or (ii) a
Final Order.

(d)    Escrow Agent shall have no responsibility to determine the validity or sufficiency of any Claim Notice or Claim Response or whether
any Claim Notice or Claim Response has been received by, or to provide a copy of any Claim Notice or Claim Response to, any of Purchasers,
Sellers or their respective Representatives. Escrow Agent may conclusively presume that any Claim Notice or Claim Response delivered to it has
been simultaneously delivered to Sellers Representative or Purchasers Representative, as the case may be.

9.    Investment of Funds. Based upon Sellers’ prior review of investment alternatives, in the absence of further specific written direction to
the contrary, Escrow Agent is directed to initially invest and reinvest the Escrow Funds in the investment indicated on Schedule B hereto. Sellers
acknowledge receipt from Escrow Agent of a current copy of the prospectus for the investment authorized in Schedule B hereto. Sellers
Representative may provide written direction changing the investment of the Escrow Funds to Escrow Agent, upon which direction Escrow Agent
shall conclusively rely without inquiry or investigation; provided, however, that Sellers warrant that no investment or reinvestment direction shall
be given except in the following: (a) direct obligations of the United States of America or obligations the principal of and the interest on which are
unconditionally guaranteed by the United States of America; (b) U.S. dollar denominated deposit accounts and certificates of deposit issued by any
bank, bank and trust company, or national banking association (including Escrow Agent and its affiliates), which are either (i) insured by the
Federal Deposit Insurance Corporation (“FDIC”) up to FDIC limits, or (ii) with domestic commercial banks which have a rating on their short-
term certificates of deposit on the date of purchase of “A-1” or “A-l+” by S&P or “P-1” by Moody’s and maturing no more than 360 days after the
date of purchase (ratings on holding companies are not considered as the rating of the bank); (c) repurchase agreements with any bank, trust
company, or national banking association (including Escrow Agent and its affiliates); or (d) institutional money market funds, including funds
managed by Escrow Agent or any of its affiliates; provided further, however, that Escrow Agent will not be directed to invest in investments that
Escrow Agent determines are not consistent with Escrow Agent’s policies or practices. Purchasers and Sellers recognize and agree that Escrow
Agent will not provide supervision, recommendations or advice relating to either the investment of Escrow Funds or the purchase, sale, retention
or other disposition of any investment described herein. Escrow Agent has no responsibility whatsoever to determine the market or other value of
any investment and makes no representation or warranty, express or implied, as to the accuracy of any such

- 5 -



valuations or that any values necessarily reflect the proceeds that may be received on the sale of an investment. If Escrow Agent has
not received a written investment instruction from Sellers Representative at any time that an investment decision must be made,
Escrow Agent is directed to invest the Escrow Funds, or such portion thereof as to which no written investment instruction has been
received, in the investment indicated on Schedule B hereto. All investments shall be made in the name of Escrow Agent.
Notwithstanding anything to the contrary contained herein, Escrow Agent may, without notice to Purchasers and Sellers, sell or
liquidate any of the foregoing investments at any time for any disbursement of Escrow Funds permitted or required hereunder. All
investment earnings shall become part of the Escrow Funds and investment losses shall be charged against the Escrow Funds. Escrow
Agent shall not be liable or responsible for loss in the value of any investment made pursuant to this Agreement, or for any loss, cost
or penalty resulting from any sale or liquidation of any such investment. With respect to any Escrow Funds or investment instruction
received by Escrow Agent after 11:00 a.m., Central Time, Escrow Agent shall not be required to invest such funds or to effect any
investment instruction until the next day upon which Escrow Agent is open to conduct its regular banking business. Receipt of the
Escrow Funds and investment and reinvestment of the Escrow Funds shall be confirmed by Escrow Agent by an account statement,
and Purchasers or Sellers may inform Escrow Agent in writing of any error, omission or inaccuracy in any such account statement.
Failure to inform Escrow Agent in writing of any error, omission or inaccuracy in any such account statement within ninety (90) days
after receipt shall conclusively be deemed confirmation and approval by Purchasers and Sellers of such account statement in its
entirety, which shall thereafter not provide any basis for a claim against or liability of Escrow Agent.

10.    Resignation or Removal of Escrow Agent. Escrow Agent may resign and be discharged from the performance of its duties hereunder
at any time by giving ten (10) days’ prior written notice to Purchasers and Sellers specifying a date when such resignation shall take effect and,
after the date of such resignation notice, notwithstanding any other provision of this Agreement, Escrow Agent’s sole obligation will be to hold the
Escrow Funds pending appointment of a successor Escrow Agent. Similarly, Escrow Agent may be removed at any time by Purchasers
Representative and Sellers Representative giving at least thirty (30) days’ prior written notice to Escrow Agent specifying the date when such
removal shall take effect. Purchasers Representative and Sellers Representative jointly shall appoint a successor Escrow Agent hereunder prior to
the effective date of such resignation or removal. If Purchasers Representative and Sellers Representative fail to appoint a successor Escrow Agent
within such time, Escrow Agent shall have the right to petition a court of competent jurisdiction to appoint a successor escrow agent, and the costs
and expenses (including without limitation attorneys’ fees) related to such petition shall be paid jointly and severally by Purchasers and Sellers.
The retiring Escrow Agent shall transmit all records pertaining to the Escrow Funds and shall pay all Escrow Funds to the successor Escrow
Agent, after making copies of such records as the retiring Escrow Agent deems advisable and after deduction and payment to the retiring Escrow
Agent of all fees and expenses (including court costs and attorneys’ fees) payable to, incurred by, or expected to be incurred by the retiring Escrow
Agent in connection with the performance of its duties and the exercise of its rights hereunder. After any retiring Escrow Agent’s resignation or
removal, the provisions of this Agreement shall inure to its benefit as to any actions taken or omitted to be taken by it while it was Escrow Agent
under this Agreement.
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11.    Liability of Escrow Agent. Escrow Agent undertakes to perform only such duties as are expressly set forth herein and no duties shall
be implied. Escrow Agent has no fiduciary or discretionary duties of any kind. Escrow Agent’s permissive rights shall not be construed as duties.
Escrow Agent shall have no liability under and no duty to inquire as to the provisions of any agreement other than this Agreement, including
without limitation any other agreement between any or all of the parties hereto or any other persons even though reference thereto may be made
herein and whether or not a copy of such agreement has been provided to Escrow Agent. Escrow Agent shall not be liable for any action taken or
omitted by it in good faith except to the extent that a court of competent jurisdiction determines, which determination is not subject to appeal, that
Escrow Agent’s gross negligence or willful misconduct in connection with its material breach of this Agreement was the sole cause of any loss to
Purchasers or Sellers. Escrow Agent may retain and act hereunder through agents, and shall not be responsible for or have any liability with respect
to the acts of any such agent retained by Escrow Agent in good faith. Escrow Agent’s sole responsibility shall be for the safekeeping of the Escrow
Funds in accordance with Escrow Agent’s customary practices and disbursement thereof in accordance with the terms of this Agreement. Escrow
Agent shall not be responsible for or have any duty to make any calculations under this Agreement, or to determine when any calculation required
under the provisions of this Agreement should be made, how it should be made or what it should be, or to confirm or verify any such calculation.
Escrow Agent shall not be charged with knowledge or notice of any fact or circumstance not specifically set forth herein. Escrow Agent may rely
upon any notice, instruction, request or other instrument, not only as to its due execution, validity and effectiveness, but also as to the truth and
accuracy of any information contained therein, which Escrow Agent believes to be genuine and to have been signed or presented by the person or
parties purporting to sign the same. In no event shall Escrow Agent be liable for (a) acting in accordance with or conclusively relying upon any
instruction, notice, demand, certificate or document believed by Escrow Agent to have been created by or on behalf of Purchasers or Sellers, (b)
incidental, indirect, special, consequential or punitive damages or penalties of any kind (including, but not limited to, lost profits), even if Escrow
Agent has been advised of the likelihood of such damages or penalty and regardless of the form of action, or (c) any amount greater than the value
of the Escrow Funds as valued upon deposit with Escrow Agent. Escrow Agent shall not be responsible for delays or failures in performance
resulting from acts beyond its control, including without limitation acts of God, strikes, lockouts, riots, acts of war or terror, epidemics,
governmental regulations, fire, communication line failures, computer viruses, attacks or intrusions, power failures, earthquakes or other disasters.
Escrow Agent shall not be obligated to take any legal action or commence any proceeding in connection with the Escrow Funds, any account in
which Escrow Funds are deposited, this Agreement or the Underlying Agreement or to appear in, prosecute or defend any such legal action or
proceeding or to take any other action that in Escrow Agent’s sole judgment may expose it to potential expense or liability. Escrow Agent may
consult legal counsel selected by it in the event of any dispute or question as to the construction of any of the provisions hereof or of any other
agreement or of its duties hereunder, or relating to any dispute involving any party hereto, and shall incur no liability and shall be fully indemnified
from any liability whatsoever in acting in accordance with the advice of such counsel. Purchasers and Sellers, jointly and severally, further agree to
each promptly pay, upon demand, the reasonable fees and expenses of any such counsel.
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Purchasers and Sellers agree to perform or procure the performance of all further acts and things, and execute and deliver such further documents,
as may be required by law or as Escrow Agent may reasonably request in connection with its duties hereunder.

Escrow Agent is authorized, in its sole discretion, to comply with orders issued or process entered by any court with respect to the Escrow Funds,
without determination by Escrow Agent of such court’s jurisdiction in the matter. If any portion of the Escrow Funds is at any time attached,
garnished or levied upon under any court order, or in case the payment, assignment, transfer, conveyance or delivery of any such property shall be
stayed or enjoined by any court order, or in case any order, judgment or decree shall be made or entered by any court affecting such property or any
part thereof, then and in any such event, Escrow Agent is authorized, in its sole discretion, to rely upon and comply with any such order, writ,
judgment or decree which it is advised by legal counsel selected by it is binding upon it, without the need for appeal or other action; and if Escrow
Agent complies with any such order, writ, judgment or decree, it shall not be liable to any of the parties hereto or to any other person or entity by
reason of such compliance even though such order, writ, judgment or decree may be subsequently reversed, modified, annulled, set aside or
vacated.

12.    Indemnification of Escrow Agent. Purchasers and Sellers, jointly and severally, shall, to the fullest extent permitted by law,
indemnify and hold harmless Escrow Agent and each director, officer, employee, attorney, agent and affiliate of Escrow Agent (each, an
“Indemnified Party”) upon demand against any and all actions, claims (whether or not valid), losses, damages, liabilities, penalties, costs and
expenses of any kind or nature (including without limitation reasonable attorneys’ fees, costs and expenses) incurred by or asserted against any of
the Indemnified Parties, whether direct, indirect or consequential, as a result of or arising from or in any way relating to any claim, demand, suit,
action or proceeding (including any inquiry or investigation) threatened, asserted or initiated by any person or entity, including without limitation
Purchasers, Sellers and the Representatives, arising from or in connection with this Agreement or any transactions contemplated herein, whether or
not any such Indemnified Party is a party to any such suit, action or proceeding or the target of any such inquiry or investigation; provided,
however, that no Indemnified Party shall have the right to be indemnified hereunder for any liability finally determined by a court of competent
jurisdiction, which determination is not subject to appeal, to have been directly caused solely by the gross negligence or willful misconduct of such
Indemnified Party or in connection with Escrow Agent’s material breach of this Agreement. Purchasers and Sellers, jointly and severally, further
agree to indemnify each Indemnified Party for all costs, including without limitation reasonable attorney’s fees, incurred by such Indemnified Party
in connection with the enforcement of Purchasers’ and Sellers’ obligations hereunder. Each Indemnified Party shall, in its sole discretion, have the
right to select and employ separate counsel with respect to any action or claim brought or asserted against it, and the reasonable fees of such
counsel shall be paid upon demand by Purchasers and Sellers jointly and severally. The obligations of Purchasers and Sellers under this Section
shall survive any termination of this Agreement and the resignation or removal of Escrow Agent.

Purchasers and Sellers agree that neither the payment by Purchasers or Sellers of any claim by Escrow Agent for indemnification hereunder nor the
disbursement of any amounts to Escrow
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Agent from the Escrow Funds in respect of a claim by Escrow Agent for indemnification shall impair, limit, modify or affect, as between
Purchasers and Sellers, the respective rights and obligations of Purchasers and Sellers under the Underlying Agreement.

13.    Compensation of Escrow Agent.

(a)    Fees and Expenses. Purchasers and Sellers, jointly and severally, shall compensate Escrow Agent upon demand for its services
hereunder in accordance with Schedule A hereto. The obligations of Purchasers and Sellers under this Section shall survive any termination of this
Agreement and the resignation or removal of Escrow Agent.

(b)    Disbursements from Escrow Funds to Pay Escrow Agent. Escrow Agent is authorized to, and may disburse to itself from the Escrow
Funds, from time to time, the amount of any compensation and reimbursement of expenses due and payable hereunder (including any amount to
which Escrow Agent or any Indemnified Party is entitled to seek indemnification hereunder). Escrow Agent shall notify Purchasers and Sellers of
any disbursement from the Escrow Funds to itself or any Indemnified Party in respect of any compensation or reimbursement hereunder and shall
furnish Purchasers and Sellers copies of related invoices and other statements.

(c)    Security and Offset. Purchasers and Sellers hereby grant to Escrow Agent and the Indemnified Parties a first priority security interest
in, lien upon and right of offset against the Escrow Funds with respect to any compensation or reimbursement due any of them hereunder
(including any claim for indemnification hereunder). If for any reason the Escrow Funds are insufficient to cover such compensation and
reimbursement, Purchasers and Sellers, jointly and severally, shall promptly pay such amounts to Escrow Agent or any Indemnified Party upon
receipt of an itemized invoice.

(d)    Allocation. Without limiting their joint and several obligations to Escrow Agent, Purchasers and Sellers agree, solely as among
themselves, that all amounts payable to Escrow Agent pursuant to this Agreement shall be paid 50% by Purchasers and 50% by Sellers.

14.    Representations and Warranties. Each Purchaser and each Seller makes the following representations and warranties to Escrow Agent
with respect to itself:

(a)    it has full power and authority to execute and deliver this Agreement and to perform its obligations hereunder; and this Agreement
has been duly approved by all necessary action and constitutes its valid and binding agreement enforceable in accordance with its terms;

(b)    each of the applicable persons designated on Schedule C hereto has been duly appointed to act as its authorized representative
hereunder and individually has full power and authority on its behalf to execute and deliver any Joint Written Direction, to amend, modify or
waive any provision of this Agreement and to take any and all other actions as its authorized representative under this Agreement, all without
further consent or direction from, or notice to, it or any other person; and
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(c)     no change in designation of such authorized representatives shall be effective until written notice of such change is delivered to each
other party to this Agreement pursuant to Section 16 and Escrow Agent has had reasonable time to act upon it.

15.    Identifying Information. To help the government fight the funding of terrorism and money laundering activities, federal law requires
all financial institutions to obtain, verify and record information that identifies each person who opens an account. For a non-individual person
such as a business entity, a charity, a trust or other legal entity, Escrow Agent requires documentation to verify its formation and existence as a
legal entity. Escrow Agent may require financial statements, licenses or identification and authorization documents from individuals claiming
authority to represent the entity or other relevant documentation. Purchasers and Sellers agree to provide all information requested by Escrow
Agent in connection with any legislation or regulation to which Escrow Agent is subject, in a timely manner.

16.    Notices. All notices, approvals, consents, requests and other communications hereunder shall be in writing (provided that any
communication sent to Escrow Agent hereunder must be in the form of a manually signed document or electronic copy thereof), in English, and
shall be delivered (a) by personal delivery, (b) by national overnight courier service, (c) by certified or registered mail, return receipt requested, (d)
via facsimile transmission, with confirmed receipt or (e) via email by way of a PDF attachment thereto. Notice shall be effective upon receipt
except for notice via email, which shall be effective only when the recipient, by return email or notice delivered by other method provided for in
this Section, acknowledges having received that email (with an automatic “read receipt” or similar notice not constituting an acknowledgement of
an email receipt for purposes of this Section). Such notices shall be sent to the applicable party or parties at the address specified below:

If to Purchasers or Purchasers Representative at:    

 ATTN: General Counsel
  c/o Kadant Inc.
 Address: One Technology Park Drive
  Westford, Massachusetts 01866
 Telephone: 1-978-776-2013
 Facsimile: 1-978-635-1593
 E-mail: sandra.lambert@kadant.com
   
 and to:  
   
 ATTN: Patrick M. Shea
  McCarthy Tétrault LLP
 Address: 1000 de la Gauchetière Street West, Suite 2500
  Montreal, Quebec H3B 0A2
  Canada
 Telephone: 1-514-397-4246
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 Facsimile: 1-514-875-6246
 E-mail: pshea@mccarthy.ca
   

If to Sellers or Sellers Representative at:

 ATTN: Scott Howell
  c/o Northern Industrial, Inc.
 Address: 200 S. Orcas Street
  Seattle, Washington 98108
 Telephone: 1-206-224-0284
 Facsimile: 1-206-224-0287
 E-mail: howellrs@nmwa.com
   
 and to:  
   
 ATTN: Stephan H. Coonrod
  K&L Gates LLP
 Address: 925 Fourth Avenue, Suite 2900
  Seattle, Washington 98104
 Telephone: 1-206-370-8316
 Facsimile: 1-206-370-6037
 E-mail: stephan.coonrod@klgates.com

If to Escrow Agent at:    U.S. Bank National Association, as Escrow Agent

 ATTN: Scott Kjar
  Global Corporate Trust Services
 Address: 1420 5th Avenue
  7th Floor
  Seattle, WA 98101
 Telephone: 206-344-4686
 Facsimile: 206-344-4630
 E-mail: scott.kjar@usbank.com
   
 and to:  
   
 U.S. Bank National Association
 ATTN: Ryan Awes
  Trust Finance Management
  60 Livingston Avenue
  Saint Paul, MN 55107
 Telephone: 651-466-6094
 Facsimile: 651-312-2599
 E-mail: ryan.awes@usbank.com

or to such other address as each party may designate for itself by like notice and unless otherwise
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provided herein shall be deemed to have been given on the date received. Purchasers and Sellers agree to assume all risks arising out of the use of
electronic methods to submit instructions and directions to Escrow Agent, including without limitation the risk of Escrow Agent acting on
unauthorized instructions, and the risk of interception and misuse by third parties.

17.     Optional Security Procedures. In the event instructions, including funds transfer instructions, address change or change in contact
information are given to Escrow Agent (other than in writing at the time of execution of this Agreement), whether in writing, by facsimile or
otherwise, Escrow Agent is authorized but shall not be required to seek confirmation of such instructions by telephone call-back to the person or
persons designated on Schedule C hereto, and Escrow Agent may rely upon the confirmation of anyone purporting to be the person or persons so
designated. The persons and telephone numbers for call-backs may be changed only in writing actually received and acknowledged by Escrow
Agent and shall be effective only after Escrow Agent has a reasonable opportunity to act on such changes. If Escrow Agent is unable to contact any
of the designated representatives identified in Schedule C hereto, Escrow Agent is hereby authorized but shall be under no duty to seek
confirmation of such instructions by telephone call-back to any one or more of Purchasers’ or Sellers’ executive officers (“Executive Officers”), as
the case may be, which shall include the titles of Chief Executive Officer, President and Vice President, as Escrow Agent may select. Such
Executive Officer shall deliver to Escrow Agent a fully executed incumbency certificate, and Escrow Agent may rely upon the confirmation of
anyone purporting to be any such officer. Purchasers and Sellers agree that Escrow Agent may at its option record any telephone calls made
pursuant to this Section. Escrow Agent in any funds transfer may rely solely upon any account numbers or similar identifying numbers provided by
Purchasers or Sellers to identify (a) the beneficiary, (b) the beneficiary’s bank or (c) an intermediary bank. Escrow Agent may apply any of the
Escrow Funds for any payment order it executes using any such identifying number, even when its use may result in a person other than the
beneficiary being paid, or the transfer of funds to a bank other than the beneficiary’s bank or an intermediary bank so designated. Purchasers and
Sellers acknowledge that these optional security procedures are commercially reasonable.

18.    Binding Effect; Successors. This Agreement shall be binding upon the respective parties hereto and their respective successors and
permitted assigns. If Escrow Agent consolidates, merges or converts into, or transfers all or substantially all of its corporate trust business
(including the escrow contemplated by this Agreement) to, another entity, the successor or transferee entity without any further act shall be the
successor Escrow Agent.

19.    Amendment, Waiver and Assignment. None of the terms or conditions of this Agreement may be changed, waived, modified,
discharged, terminated or varied in any manner whatsoever unless in writing duly signed by each party to this Agreement. No course of conduct
shall constitute a waiver of any of the terms and conditions of this Agreement, unless such waiver is specified in writing, and then only to the
extent so specified. A waiver of any of the terms and conditions of this Agreement on one occasion shall not constitute a waiver of the other terms
of this Agreement, or of such terms and conditions on any other occasion. Except as otherwise expressly provided herein, this Agreement may not
be assigned by any party hereto without the written consent of the other parties hereto.
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20.    Severability. To the extent any provision of this Agreement is prohibited by or invalid under applicable law, such provision shall be
ineffective to the extent of such prohibition or invalidity, without invalidating the remainder of such provision or the remaining provisions of this
Agreement.

21.    Governing Law. This Agreement shall be construed and interpreted in accordance with the internal laws of the State of Washington
without giving effect to the conflict of laws principles thereof that would require the application of any other laws.

22.    Consent to Jurisdiction and Venue. Each of the parties hereto irrevocably (a) consents to the exclusive jurisdiction and venue of the
state and federal courts in the State of Washington in connection with any matter based upon or arising out of this Agreement, (b) waives any
objection to such jurisdiction or venue, (c) agrees not to commence any legal proceedings related hereto except in such courts and (d) consents to
and agrees to accept service of process to vest personal jurisdiction over them in any such courts made in the manner provided by for the giving of
notice in Section 16.

23.    Entire Agreement, No Third Party Beneficiaries. This Agreement constitutes the entire agreement among the signatory parties hereto
relating to the holding, investment and disbursement of the Escrow Funds and sets forth in their entirety the obligations and duties of Escrow
Agent with respect to the Escrow Funds. Nothing in this Agreement, express or implied, is intended to or shall confer upon any person other than
the signatory parties hereto and the Indemnified Parties any right, benefit or remedy of any nature whatsoever under or by reason of this
Agreement.

24.    Execution in Counterparts, Facsimiles. This Agreement and any Joint Written Direction may be executed in two or more
counterparts, which when so executed shall constitute one and the same agreement or direction. The delivery of copies of this Agreement and any
Joint Written Direction and their respective signature pages as a PDF attachment to an email or by facsimile transmission in accordance with
Section 16 shall constitute effective execution and delivery as to the parties hereto and may be used in lieu of originals for all purposes.

25.    Termination. This Agreement shall terminate upon the distribution of all the Escrow Funds pursuant to any applicable provision of
this Agreement, and Escrow Agent shall thereafter have no further obligation or liability whatsoever with respect to this Agreement or the Escrow
Funds.

26.    Dealings. Escrow Agent and any stockholder, director, officer or employee of Escrow Agent may buy, sell and deal in any of the
securities of any other party hereto and become pecuniarily interested in any transaction in which any other party hereto may be interested, and
contract and lend money to any other party hereto and otherwise act as fully and freely as though it were not Escrow Agent under this Agreement.
Nothing herein shall preclude Escrow Agent from acting in any other capacity for any other party hereto or for any other person or entity.
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27.    Brokerage Confirmation Waiver. Purchasers and Sellers acknowledge that to the extent regulations of the Comptroller of the
Currency or other applicable regulatory entity grant either the right to receive brokerage confirmations for certain security transactions as they
occur, Purchasers and Sellers specifically waive receipt of such confirmations to the extent permitted by law. Escrow Agent will furnish Purchasers
and Sellers periodic cash transaction statements that include detail for all investment transactions made by Escrow Agent.

28.    Tax Reporting. Escrow Agent shall have no responsibility for the tax consequences of this Agreement and Purchasers and Sellers
shall consult with independent counsel concerning any and all tax matters. Purchasers and Sellers shall provide Escrow Agent a properly
completed IRS Form W-9 or Form W-8, as applicable, for each payee. If requested tax documentation is not so provided, Escrow Agent is
authorized to withhold taxes as required by the United States Internal Revenue Code of 1986, as amended and related regulations (the “Code”).
Purchasers and Sellers have determined that any interest or income on Escrow Funds shall be reported on an accrual basis and deemed to be for the
account of Sellers. Within 30 days following the end of each calendar quarter, Escrow Agent shall distribute to Sellers Representative an amount
equal to 40% of the cumulative amount of taxable income earned from investment of the Escrow Funds during such calendar quarter. Purchasers
and Sellers shall prepare and file all required tax filings with the IRS and any other applicable taxing authority; provided that the parties further
agree that:

(a)     Escrow Agent IRS Reporting. Purchasers and Sellers shall accurately provide Escrow Agent with all information requested by
Escrow Agent in connection with the preparation and filing with the IRS of all applicable Form 1099 and Form 1042-S documents with respect to
all distributions as well as in the performance of Escrow Agent’s reporting obligations under the Foreign Account Tax Compliance Act and
Foreign Investment in Real Property Tax Act or other applicable U.S. federal law or regulation.

(b)    Withholding Requests and Indemnification. Purchasers and Sellers, jointly and severally, agree to (i) assume all obligations imposed
now or hereafter by any applicable tax law or regulation with respect to payments or performance under this Agreement, (ii) request Escrow Agent
in writing with respect to withholding and other taxes, assessments or other governmental charges, and advise Escrow Agent in writing with
respect to any certifications and governmental reporting that may be required under any applicable laws or regulations, and (iii) indemnify and
hold Escrow Agent harmless from any liability or obligation on account of taxes, assessments, additions for late payment, interest, penalties,
expenses and other governmental charges that may be assessed or asserted against Escrow Agent. The indemnification provided by this Section is
in addition to any other indemnification provision of this Agreement and shall survive the resignation or removal of Escrow Agent and the
termination of this Agreement.

(c)     Imputed Interest. Purchasers and Sellers acknowledge and agree that the underlying transaction in intended to constitute an
installment sale under Section 453 of the Code. To the extent that IRS imputed interest regulations apply, Purchasers and Sellers shall so inform
Escrow Agent, provide Escrow Agent with all imputed interest calculations and direct
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Escrow Agent to disburse imputed interest amounts as Purchasers and Sellers deem appropriate. Escrow Agent shall rely solely on such provided
calculations and information and shall have no responsibility for the accuracy or completeness of any such calculations or information.

29.    WAIVER OF TRIAL BY JURY. TO THE EXTENT NOT PROHIBITED BY APPLICABLE LAW THAT CANNOT BE WAIVED,
THE PARTIES HERETO HEREBY WAIVE, AND COVENANT THAT THEY WILL NOT ASSERT (WHETHER AS PLAINTIFF,
DEFENDANT OR OTHERWISE), ANY RIGHT TO TRIAL BY JURY IN ANY ACTION ARISING IN WHOLE OR IN PART UNDER OR IN
CONNECTION WITH THIS AGREEMENT, WHETHER NOW EXISTING OR HEREAFTER ARISING, AND WHETHER SOUNDING IN
CONTRACT, TORT OR OTHERWISE. THE PARTIES HERETO AGREE THAT ANY OF THEM MAY FILE A COPY OF THIS
PARAGRAPH WITH ANY COURT AS WRITTEN EVIDENCE OF THE KNOWING, VOLUNTARY AND BARGAINED-FOR
AGREEMENT AMONG THE PARTIES IRREVOCABLY TO WAIVE ITS RIGHT TO TRIAL BY JURY IN ANY PROCEEDING
WHATSOEVER BETWEEN THEM RELATING TO THIS AGREEMENT OR ANY OF THE CONTEMPLATED TRANSACTIONS WILL
INSTEAD BE TRIED IN A COURT OF COMPETENT JURISDICTION BY A JUDGE SITTING WITHOUT A JURY.

30.    Publicity. No party hereto will (a) use any other party’s hereto proprietary indicia, trademarks, service marks, trade names, logos,
symbols or brand names or (b) otherwise refer to or identify any other party in advertising, publicity releases or promotional or marketing
publications, or correspondence to third parties, without, in each case, securing the prior written consent of such other party.

31.    Construction.  Words used in the singular number may include the plural and the plural may include the singular. The section
headings appearing in this instrument have been inserted for convenience only and shall be given no substantive meaning or significance
whatsoever in construing the terms and conditions of this Agreement. All references to Sections refer to Sections of this Agreement unless
expressly stated otherwise.

32.    Waiver of Immunity. To the extent that in any jurisdiction any party may now or hereafter be entitled to claim, for itself or its assets,
immunity from suit, execution, attachment (before or after judgment) or other legal process, each party irrevocably agrees not to claim, and it
hereby waives, such immunity in connection with this Agreement.

33.    Escheat. Purchasers and Sellers are aware that under applicable state law, property which is presumed abandoned may under certain
circumstances escheat to the applicable state. Escrow Agent shall have no liability to Purchasers or Sellers, their respective successors and
permitted assigns, or any other party, should any or all of the Escrow Funds escheat by operation of law.

[Signature page follows.]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed under seal as of the date first above written.

 KADANT NORTHERN U.S. LLC

  
By: KADANT INC., its sole member

    
  By:  
  Name:  
  Title:  
    
 KADANT CANADA CORP.
    
  By:  
  Name:  
  Title:  
    
 KADANT NORTHERN UK CO. LTD.
    
  By:  
  Name:  
  Title:  
    
 KADANT JOHNSON EUROPE B.V.
    
  By:  
  Name:  
  Title:  
    
 NII FPG COMPANY
    
  By:  
  Name:  
  Title:  
    
 NICHOLSON INTELLECTUAL PROPERTY, INC.
    
  By:  
  Name:  
  Title:  
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 U.S. BANK NATIONAL ASSOCIATION
  as Escrow Agent
    
  By:  
  Name:  
  Title:  
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SCHEDULE A

Schedule of Fees for Services as Escrow Agent

For

01010 Acceptance Fee 
The acceptance fee includes the administrative review of documents, initial set-up of the account, and other
reasonably required services up to and including the closing. This is a one-time fee, payable at closing.

U.S. Bank Corporate Trust Services reserves the right to refer any or all escrow documents for legal review before
execution. Legal fees (billed on an hourly basis) and expenses for this service will be billed to, and paid by, the
customer. If appropriate and upon request by the customer, U.S. Bank Corporate Trust Services will provide
advance estimates of these legal fees.

$500.00

   
04480 I Escrow Agent,  Annual fee for the standard escrow agent services associated with the administration of the

account. Administration fees are payable in advance.
$2,500.00

Taxes

Direct Out of Pocket Expenses

 
Reimbursement of expenses associated with the performance of our duties, including but not limited to publications,
legal counsel after the initial close, travel expenses and filing fees.

At Cost

Extraordinary Services

 

Extraordinary services are duties or responsibilities of an unusual nature, including termination, but not provided for
in the governing documents or otherwise set forth in this schedule. A reasonable charge will be assessed based on
the nature of the service and the responsibility involved. At our option, these charges will be billed at a flat fee or at
our hourly rate then in effect.  

Account approval is subject to review and qualification. Fees are subject to change at our discretion and upon written notice. Fees paid in advance will not be prorated. The fees set
forth above and any subsequent modifications thereof are part of your agreement. Finalization of the transaction constitutes agreement to the above fee schedule, including agreement
to any subsequent changes upon proper written notice. In the event your transaction is not finalized, any related out-of-pocket expenses will be billed to you directly. Absent your
written instructions to sweep or otherwise invest, all sums in your account will remain uninvested and no accrued interest or other compensation will be credited to the account.
Payment of fees constitutes acceptance of the terms and conditions set forth.

IMPORTANT INFORMATION ABOUT PROCEDURES FOR OPENING A NEW ACCOUNT:
To help the government fight the funding of terrorism and money laundering activities, Federal law requires all financial institutions to obtain, verify and record information that identifies
each person who opens an account.
For a non-individual person such as a business entity, a charity, a Trust or other legal entity we will ask for documentation to verify its formation and existence as a legal entity. We may
also ask to see financial statements, licenses, identification and authorization documents from individuals claiming authority to represent the entity or other relevant documentation.



SCHEDULE B

U.S. BANK NATIONAL ASSOCIATION
Investment Authorization Form

DESCRIPTION AND TERMS

The U.S. Bank Money Market Deposit Account is a U.S. Bank National Association (“U.S. Bank”) interest-bearing money market deposit
account designed to meet the needs of U.S. Bank’s Corporate Trust Services Escrow Group and other Corporate Trust customers of U.S. Bank.
Selection of this investment includes authorization to place funds on deposit and invest with U.S. Bank.

U.S. Bank uses the daily balance method to calculate interest on this account (actual/365 or 366). This method applies a daily periodic rate
to the principal balance in the account each day. Interest is accrued daily and credited monthly to the account. Interest rates are determined at U.S.
Bank’s discretion, and may be tiered by customer deposit amount.

The owner of the account is U.S. Bank as agent for its corporate trust customers. U.S. Bank’s corporate trust department performs all
account deposits and withdrawals. Deposit accounts are FDIC insured per depositor, as determined under FDIC Regulations, up to applicable
FDIC limits.

Automatic Authorization

    In the absence of specific written direction to the contrary, U.S. Bank is hereby directed to invest and reinvest proceeds and other available
moneys in the U.S. Bank Money Market Deposit Account. The customer(s) confirm that the U.S. Bank Money Market Deposit Account is a
permitted investment under the operative documents and this authorization is the permanent direction for investment of the moneys until notified
in writing of alternate instructions.

U.S. BANK, WHEN ACTING AS AN INDENTURE TRUSTEE OR IN A SIMILAR CAPACITY, IS NOT REQUIRED TO REGISTER AS A
MUNICIPAL ADVISOR WITH THE SECURITIES AND EXCHANGE COMMISSION FOR PURPOSES OF COMPLYING WITH THE DODD-FRANK
WALL STREET REFORM & CONSUMER PROTECTION ACT. INVESTMENT ADVICE, IF NEEDED, SHOULD BE OBTAINED FROM YOUR
FINANCIAL ADVISOR.
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SCHEDULE C

Each of the following person(s) is a Purchasers Representative authorized to execute documents and direct Escrow Agent as to all
matters, including fund transfers, address changes and contact information changes, on Purchasers’ behalf (only one signature required):

     

Name  Specimen signature  Telephone No.
     

Name  Specimen signature  Telephone No.
     

Name  Specimen signature  Telephone No.
     

(Note: if only one person is identified above, provide the following information)
The following person not listed above is authorized for call-back confirmations:

   

Name  Telephone No.

Each of the following person(s) is a Sellers Representative authorized to execute documents and direct Escrow Agent as to all matters,
including fund transfers, address changes and contact information changes, on Sellers’ behalf (only one signature required):

     

Name  Specimen signature  Telephone No.
     

Name  Specimen signature  Telephone No.
     

Name  Specimen signature  Telephone No.
     

(Note: if only one person is identified above, provide the following information)
The following person not listed above is authorized for call-back confirmations

   

Name  Telephone No.
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Exhibit B

Non-Competition and Non-Solicitation Agreement

See attached.



EXHIBIT B

NON-COMPETITION AND NON-SOLICITATION AGREEMENT1 

NON-COMPETITION AND NON-SOLICITATION AGREEMENT dated as of [●], 2017 (this “Agreement”) by and
among Kadant Northern U.S. LLC, Kadant Canada Corp., Kadant Northern UK Co. Ltd. and Kadant Johnson Europe B.V.
(collectively, the “Buyers”) and Scott W. Nicholson (the “Covenantor”).

WHEREAS pursuant to the Stock and Asset Purchase Agreement dated as of May 24, 2017 (the “Stock and Asset
Purchase Agreement”) by and among the Buyers, the Sellers, Kadant Parent and the Seller Guarantors, the Buyers are acquiring on
the date hereof the Shares and Kadant US is acquiring on the date hereof the VFR Patent Assets (collectively, the “Transaction”).

WHEREAS the entry into this Agreement by the Covenantor constitutes a material inducement to the Buyers to
consummate, and a condition precedent to the Buyers’ obligation to consummate, the Transaction. The Covenantor’s obligations
pursuant to this Agreement are an integral part of the Transaction.

NOW, THEREFORE, in consideration of the covenants and agreements herein contained, the parties hereto hereby
agree as follows:

1. Adoption of Recitals

The parties hereto adopt the foregoing recitals and agree and affirm that construction of this Agreement will be guided
thereby.

2. Definitions

Capitalized terms not defined herein will have the respective meanings ascribed to such terms in the Stock and Asset
Purchase Agreement. The following terms will have the respective meanings herein specified:

(1)    “Competitive Business” means designing, manufacturing and selling debarkers and timber harvesting equipment.

(2)    “Confidential Information” means all proprietary, confidential and other non-public information, know-how and data
relating to or concerning the business and affairs of the Company Group, any of its Subsidiaries or any of its or their respective
employees, whether such information, know‑how or data is conveyed verbally or in written or other tangible form (including graphic,
demonstrative, machine recognizable or otherwise) and whether such information, know‑how or data is acquired directly or indirectly,
including strategic, technical, financial, scientific, accounting, production, marketing, business and personal information and models,
customer, partner or supplier information (whether potential or existing), proposed business deals, corporate strategies,

1 This is the form of agreement to be executed by Scott Nicholson. The form of agreements to be executed by the Sellers and the Seller Guarantors would be
modified as necessary to reflect a corporate, rather than an individual, party.



reports, plans, market projections, sales, costs, productivity, administrative practices and other information, know‑how or data, and all
improvements and modifications to such information, know‑how and data, together with all notes, analyses, work papers,
compilations, comparisons, studies or documents which contain, reflect or are based on or generated from such information,
know‑how or data; provided, however, that none of the following will be considered Confidential Information: (a) information, know-
how and data that is acquired by the Covenantor from a third party other than the Company Group or any of its Subsidiaries, the
Buyers or an Affiliate of the Buyer (which third party is not subject to any confidentiality obligations to the Company Group or any of
its Subsidiaries or to any of the Buyers) after the Closing; (b) information, know-how and data that the Covenantor establishes by
documentary evidence was independently developed by the Covenantor after the Closing without use of any of the Confidential
Information; or (c) has become generally publicly available through no fault or action of the Covenantor or any Seller Affiliate.

(3)    To “engage” in a business means to own, manage, operate or Control (or participate in the ownership, management,
operation or Control of) a Person engaged in such business.

(4)    “Restriction Period” means the period from the date of this Agreement until the fifth anniversary of the date of this
Agreement.

(5)    “Seller Affiliate” has the meaning ascribed thereto in Section 5(1).

(6)    “Territory” means anywhere in the world (except the Russian Federation).

3. Headings

The division of this Agreement into Articles and Sections and the insertion of headings are for convenience of reference
only and do not affect the construction or interpretation of this Agreement. The terms “hereof”, “hereunder”, “herein”, “hereto” and
similar expressions refer to this Agreement and not to any particular Article, Section or other portion hereof. Unless something in the
subject matter or context is inconsistent therewith, references herein to Articles and Sections are to Articles and Sections of this
Agreement.

4. Inducement; Additional Consideration

As an inducement for the Buyers to consummate the Transaction, the Covenantor agrees to the covenants and
restrictions contained herein.

5. Non-Competition

(1)    The Covenantor covenants and agrees that, during the Restriction Period, the Seller will not, and will cause each Person
(a) directly or indirectly Controlled by or that is an Affiliate of, whether now or hereafter, the Covenantor or (b) in respect of which the
Covenantor, whether now or hereafter, has a direct or indirect Controlling interest (a “Seller Affiliate;” for avoidance of doubt, Seller
Affiliates do not include the Company Group or
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any of its Subsidiaries) not to, whether alone or jointly with any Person, on his or its behalf or on behalf of any other Person, directly
or indirectly, in any capacity or manner whatsoever, carry on, be engaged in, participate in, assist or be involved with, have financial or
other interest in or lend to or allow the Covenantor’s or any Seller Affiliate’s name or reputation to be used by, any Person, business or
venture which, directly or indirectly, in whole or in part, in all or any part of the Territory, engages in, carries on or consists of a
Competing Business.

(2)    For the purposes of Sections 5 and 6, the word “indirectly” includes being a shareholder, securityholder, director, officer,
employee, partner, principal, agent, joint-venturer, lender or other provider of funds, guarantor, consultant, contractor or advisor in any
capacity whatsoever of a Person, business or venture that is carrying on, engaged in, participating in or having a financial or other
interest in a Competing Business.

6. Non-Solicitation

The Covenantor covenants and agrees that, during the Restriction Period, the Covenantor will not, and will cause each
Seller Affiliate not to, whether alone or jointly with any Person, on his or its behalf or on behalf of any other Person, directly or
indirectly, in any capacity or manner whatsoever, induce or attempt to persuade any employee, consultant, agent, supplier, client,
supplier or customer of the Company Group or any of its Subsidiaries to terminate such employment, agency or business relationship
in order to enter into any such relationship on behalf of any other business organization which engages in, carries on or consists of a
Competing Business or hire or retain any such employee or consultant or attempt to do any of the foregoing.

7. Non-Disparagement

The Covenantor covenants and agrees that during the Restriction Period, the Covenantor will refrain from and will
cause each Seller Affiliate to refrain from any disparagement, defamation, libel or slander of the Company Group or any of its
Subsidiaries or any of its or their respective Affiliates. The Buyers covenant and agree that during the Restriction Period, the Buyers
will refrain from and will cause each their Affiliates to refrain from any disparagement, defamation, libel or slander of the Covenantor
Group or any of the Seller Affiliates.

8. Exceptions

The provisions of Sections 5 and 6 will not prevent the Covenantor or a Seller Affiliate from directly or indirectly
(a) acquiring or holding not more than 1% in the aggregate of securities in a Person directly or indirectly carrying on, engaging in,
participating in or having a financial or other interest in a Competing Business, which shares are listed on a recognized securities
exchange or inter-dealer quotation system, and which shares confer in the aggregate not more than 1% of the votes which would
normally be cast at a general meeting of the security holders of such Person; provided that neither the Covenantor nor any of the Seller
Affiliates may, in any manner whatsoever, take part in the decision-making process of such Person otherwise than in the sole exercise
of rights as a
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security holder thereof; (b) providing services in accordance with the terms and conditions of the Transition Services Agreement or
leasing property and providing related services to the Company Group or any of its Subsidiaries; (c) hiring employees of NMC or NI
who are located at the Seattle, Washington headquarters of NMC and who are not hired by Buyers or any of their respective Affiliates
at the Closing; (d) using any consultant of the Company Group or any of its Subsidiaries so long as such use does not interfere with
the on-going use of such same consultants by the Company Group or any of its Subsidiaries and such use is not for a Competing
Business; or (e) hiring or otherwise using any employee of the Company Group or any of its Subsidiaries at any time six (6) months or
more after such person is no longer an employee of the Company Group or any of its Subsidiaries.

9. Confidentiality

(1)    The Covenantor covenants and agrees that the Covenantor will, and will cause each Seller Affiliate to, keep secret and
confidential and the Covenantor will not, and will cause each Seller Affiliate not to, directly or indirectly, in any manner whatsoever,
divulge, communicate, diffuse, sell, transfer, reproduce, give, circulate, distribute or otherwise disclose to any Person, or otherwise
make public, or use for his or its benefit or for the benefit of any Person, any Confidential Information.

(2)    All devices, disks, tapes or electronic, digital or other media and all documentation, drawings, blueprints, notes,
memoranda, specifications, documents or any other tangible embodiments of any Confidential Information, will, as of the Closing, be
the sole property of the Company Group and its Subsidiaries and if such items are possessed by the Covenantor or a Seller Affiliate,
the Covenantor will promptly deliver such items, or will cause such items to be delivered, to the Company Group and its Subsidiaries,
subject to a right to retain to the extent reasonably necessary to provide services under the Transition Services Agreement during the
term of such agreement.

(3)    Notwithstanding anything to the contrary contained in this Agreement, if the Covenantor or any Seller Affiliate is
required to disclose any Confidential Information under Law or by a Governmental Authority, the Covenantor will, or will cause each
such Seller Affiliate to, provide to the Buyers written notice of any such requirement (and the terms and conditions thereof) so that the
Buyers or the Company Group may seek a protective order or other appropriate remedy or waive compliance with the terms of this
Agreement. In the event that such protective order or other remedy is not obtained, or that the Buyers or the Company Group elect(s)
to waive compliance with the terms of this Agreement, the Covenantor or a Seller Affiliate, as applicable, may disclose only that
portion of the Confidential Information which is, in the opinion of counsel to the Buyers, legally required to be disclosed; provided,
however, that the Covenantor will, or will cause such Seller Affiliate to, as applicable, give to the Buyers written notice of the
Confidential Information to be so disclosed as far in advance of its disclosure as is practicable and will obtain assurances that
confidential treatment will be awarded to the Confidential Information to be disclosed.

(4)    The foregoing shall not be deemed to prevent the Covenantor from retaining and using Confidential Information, and
providing such Confidential Information to [his]

- 4 -



[its] counsel, accountants and financial advisers, to the extent reasonably necessary in connection with the exercise by Seller Affiliates
of their rights under Sections 2.3 (Closing Cash Proceeds Adjustment) and in connection with the preparation of Tax Returns pursuant
to Section 9.8 (Tax Matters) of the Stock and Asset Purchase Agreement

10. Remedy

The Covenantor acknowledges that any breach of any of the covenants set forth in Sections 5, 6, 7 or 9 may result in
irreparable injury to the Buyers and the Company Group and its Subsidiaries, the exact amount of which may be difficult to ascertain,
and that remedies at law for any such breach may not be reasonable or adequate compensation to the Buyers and the Company Group
and its Subsidiaries for such a breach. Accordingly, the parties hereto agree that nothing in this Agreement will limit the Buyers’ right,
on behalf of themselves or of the Company Group and its Subsidiaries (a) to benefit from all recourses in equity, including any
temporary or permanent injunctive relief or other remedy to have any breach of this Agreement cease for the future, and (b) to seek
specific performance of the obligations contained in this Agreement.

11. Enforceability and Severability

(1)    The Covenantor acknowledges that this Agreement is an integral part of the Transaction and that the Buyers would not
have entered into the Stock and Asset Purchase Agreement had the Covenantor not provided the restrictive covenants contained in this
Agreement. The Covenantor has carefully considered the nature and extent of the restrictive covenants set forth in this Agreement and
agrees that the same are just and reasonable, including with respect to duration, geographical area and scope of activity, and necessary
to protect the Company Group and its Subsidiaries’ legitimate interests. The Covenantor hereby expressly covenants to the granting of
such remedies, including injunctive relief, in favour of the Buyers, the Company Group and its Subsidiaries as may be applicable in
the circumstances in the event of any breach or threatened breach of any of the covenants set forth in Sections 5, 6, 7 or 9.

(2)    Without limiting the foregoing paragraphs of this Section 11, whenever possible, each provision of this Agreement will be
interpreted in such manner as to be effective and valid under Law, but if any provision of this Agreement is held to be prohibited by or
invalid under Law, such provision will be ineffective only to the extent of such prohibition or invalidity, without invalidating the
remainder of such provision or the remaining provisions of this Agreement, so long as the economic or legal substance of the
transactions contemplated hereby is not affected in any manner materially adverse to any party hereto, and upon such a holding, the
parties hereto will negotiate in good faith to modify this Agreement so as to effect the original intent of the parties hereto as closely as
possible in an acceptable manner in order that the transactions contemplated hereby be consummated as originally contemplated to the
fullest extent possible.

12. Further Assurances

From time to time, as and when requested by any party hereto and at such
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party’s expense, any other party hereto will execute and deliver, or cause to be executed and delivered, all such documents and
instruments and will take, or cause to be taken, all such further or other actions as such requesting party may reasonably deem
necessary or desirable to evidence or effectuate the transactions contemplated by this Agreement.

13. Complete Agreement

This Agreement contains the complete agreement among the parties hereto and supersede any prior understandings,
agreements or representations by or among the parties hereto, written or oral, which may have related to the subject matter hereof in
any way.

14. Amendment and Waivers

This Agreement may be amended, supplemented or changed and any provision of this Agreement may be waived only
in a writing signed by the parties hereto. No waiver of any provision hereunder or any breach or default thereof will operate or be
construed as a further or continuing waiver of such breach or default or as a waiver of any other or subsequent breach or default. No
failure on the part of any party hereto to exercise, and no delay in exercising, any right, power or remedy hereunder will operate as a
waiver thereof, or will any single or partial exercise of such right, power or remedy by such party preclude any other or further
exercise thereof or the exercise of any other right, power or remedy.

15. Notices

(1)    All notices, requests, demands and other communications permitted or required to be given or delivered under or by
reason of the provisions of this Agreement will be in writing and will be deemed conclusively to have been given (a) when personally
delivered, (b) when sent by facsimile (with hard copy to follow) during a Business Day (or on the next Business Day if sent after the
close of normal business hours or on any non-Business Day), (c) when sent by electronic mail (so long as a receipt of such electronic
mail is requested and received and with a hard copy of such electronic mail to follow) during a Business Day (or on the next Business
Day if sent after the close of normal business hours or on any non-Business Day), (d) one Business Day after being sent by reputable
overnight express courier (charges prepaid) or (e) three Business Days following mailing by certified or registered mail, postage
prepaid and return receipt requested. Unless another address is specified in writing by notice in accordance with this Section, notices,
requests, demands and communications to the parties hereto will be sent to the addresses indicated below:

(a) if to the Covenantor, to:

c/o Northern Industrial, Inc.
200 S. Orcas Street
Seattle, Washington 98108
Attention:     Scott Howell
Facsimile:    206-224-0287
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Email:        howellrs@nmwa.com

with a copy to:

K&L Gates LLP
925 Fourth Avenue, Suite 2900
Seattle, Washington 98104
Attention:    Stephan H. Coonrod
Facsimile:    1-206-370-6037
E-mail:        stephan.coonrod@klgates.com

(b) if to the Buyers, to:

c/o Kadant Inc.
One Technology Park Drive
Westford, Massachusetts 01866
Attention:    General Counsel
Facsimile:    1-978-635-1593
E-mail:        sandra.lambert@kadant.com

with a copy to:

McCarthy Tétrault LLP
1000 De La Gauchetière Street West, Suite 2500
Montreal, Quebec H3B 0A2
Attention:    Patrick M. Shea
Facsimile:    514-875-6246
E-mail:     pshea@mccarthy.ca

16. Remedies Cumulative

The right and remedies of the parties hereto under this Agreement are cumulative and are in addition to, and not in
substitution for, any other rights and remedies available at law or in equity or otherwise. No single or partial exercise by a party hereto
of any right or remedy precludes or otherwise affects the exercise of any other right or remedy to which such party may be entitled.

17. Successors and Assigns

This Agreement and all of the provisions hereof will be binding upon and inure to the benefit of the parties hereto and
their respective heirs, successors and permitted assigns, except that neither this Agreement nor any of the rights, interests or
obligations hereunder may be assigned or delegated by any party hereto without the prior written consent of the other parties hereto,
provided, however, that any Buyer may assign this Agreement or any of the rights, interests or obligations thereunder to any of its
Affiliates or any purchaser of the Company Group or any of its Subsidiaries or a material portion of any
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of the assets thereof (it being understood and agreed that the assets that constitute any division or business unit of the Company Group
or any of its Subsidiaries shall be deemed to be such a material portion).

18. Governing Law; Waiver of Jury Trial

All issues and questions concerning the construction, validity, interpretation and enforceability of this Agreement and the
exhibits and schedules hereto, and all Actions arising hereunder or thereunder or in connection herewith or therewith, whether
purporting to be sound in contract or tort, or at law or in equity, will be governed by, and construed in accordance with, the Laws of
the state of Washington, without giving effect to any choice of law or conflict of law rules or provisions (whether of the state of
Washington or any other jurisdiction) that would cause the application of the Laws of any jurisdiction other than the state of
Washington. The parties hereto hereby agree and consent to be subject to the exclusive jurisdiction of the any federal court or state
court located in King County, Washington (and in each case of the appropriate appellate courts therefrom), and hereby waive the right
to assert the lack of personal or subject matter jurisdiction or improper venue in connection with any such Action. In furtherance of the
foregoing, each of the parties hereto (a) waives the defense of inconvenient forum, (b) agrees not to commence any Action arising out
of this Agreement or any transactions contemplated hereby other than in any such court and (c) agrees that a final judgment in any
such Action will be conclusive and may be enforced in other jurisdictions by suit or judgment or in any other manner provided by
Law. Process in any such Action may be served on any party hereto anywhere in the world, whether within or without the jurisdiction
of any such court. EACH PARTY HERETO HEREBY KNOWINGLY, INTENTIONALLY AND VOLUNTARILY AND WITH AND
UPON THE ADVICE OF COMPETENT COUNSEL IRREVOCABLY WAIVES ALL RIGHT TO TRIAL BY JURY IN ANY
ACTION, CROSS‑CLAIM OR COUNTERCLAIM IN ANY COURT (WHETHER BASED ON CONTRACT, TORT OR
OTHERWISE) ARISING OUT OF, RELATING TO OR IN CONNECTION WITH (I) THIS AGREEMENT OR THE VALIDITY,
PERFORMANCE, INTERPRETATION, COLLECTION OR ENFORCEMENT HEREOF, (II) THE TRANSACTIONS
CONTEMPLATED HEREBY OR (III) THE ACTIONS OF SUCH PARTY IN THE NEGOTIATION, AUTHORIZATION,
EXECUTION, DELIVERY, ADMINISTRATION, PERFORMANCE OR ENFORCEMENT HEREOF. EACH PARTY HERETO
(1) CERTIFIES THAT NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTY HERETO HAS
REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PARTIES HERETO WOULD NOT, IN THE EVENT OF
LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER AND (2) ACKNOWLEDGES THAT IT AND THE OTHER
PARTIES HERETO HAVE BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS, THE
MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION.

19. Electronic Delivery; Counterparts

This Agreement and any signed agreement or instrument entered into in connection with this Agreement, and any amendments
hereto or thereto, may be executed in one or
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more counterparts, all of which will constitute one and the same instrument. Any such counterpart, to the extent delivered by means of
a facsimile machine or by .pdf, .tif, .gif, .jpeg or similar attachment to electronic mail (any such delivery, an “Electronic Delivery”)
will be treated in all manner and respects as an original executed counterpart and will be considered to have the same binding legal
effect as if it were the original signed version thereof delivered in Person. At the reasonable request of any party hereto, each other
party hereto or thereto will re-execute the original form of this Agreement and deliver such form to all other parties. No party hereto
will raise the use of Electronic Delivery to deliver a signature or the fact that any signature or agreement or instrument was transmitted
or communicated through the use of Electronic Delivery as a defense to the formation of a contract, and each such party forever
waives any such defense, except to the extent such defense relates to lack of authenticity.

[Signature page follows.]
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement on the date first above written.

 SCOTT W. NICHOLSON
  

 
KADANT NORTHERN U.S. LLC

By: KADANT INC., its sole member
   

 By:  

 Name:  

 Title:  
   

KADANT CANADA CORP.

   

 By:  

  Name:
  Title:
  

 KADANT NORTHERN UK CO. LTD.
   

 By:  

  Name:
  Title:
   

 KADANT JOHNSON EUROPE B.V.
   

 By:  

  Name:
  Title:



Exhibit C

Rules of Engagement for Accounting Firm

If an Accounting Firm is engaged pursuant to Section 2.3(e), the Buyers and the Sellers will instruct the Accounting Firm to analyze and resolve
the Parties’ dispute in accordance with the following guidelines (which guidelines and relevant portions of this Agreement the Accounting Firm
will be required to review and commit to acting in accordance with):

Timetable

The timetable for these proceedings will be governed by the following procedures:

• Within 14 days after retaining the Accounting Firm, the Buyers and the Sellers shall submit to the Accounting Firm five copies of a
memorandum (which may include supporting exhibits) setting forth their respective positions of all unresolved disputed items in
accordance with Section 2.3(e) (the “Initial Report”).

• Within one Business Day after receipt of both the Buyers’ and the Sellers’ Initial Reports, the Accounting Firm will distribute a copy
of each Initial Report to the other party.

• Within 14 days after receiving the other party’s Initial Report from the Accounting Firm, each of the Buyers and the Sellers shall
submit to the Accounting Firm either (a) five copies of a memorandum responding to the Initial Report submitted to the Accounting
Firm by the other party (the “Rebuttal Report”) or (b) written notice waiving the right to file such report. The Rebuttal Report is to be
responsive solely to the arguments raised, and information submitted, by the other party in its Initial Report and no party may
introduce new arguments or rely on new information in the Rebuttal Report that was not part of such party’s Initial Report or which are
not directly responsive to an argument raised by the other party’s Initial Report, except to the extent such new arguments or new
information are used in direct response to arguments raised and information submitted by the other party in its Initial Report.

• Within one Business Day after receipt of both the Buyers’ and the Sellers’ Rebuttal Reports, the Accounting Firm will distribute a
copy of each Rebuttal Report to the other party.

• At any time before or within 14 days after the submission of the Initial Reports or any Rebuttal Reports by the Buyers and the Sellers,
the Accounting Firm may submit written questions to either party following the procedures set forth below in the Section titled
“Submission of Questions by the Accounting Firm.”

• Upon receipt of the Rebuttal Report or notice waiving the right to file such report from both the Buyers and the Sellers and receipt of
all responses to any written questions submitted by the Accounting Firm (and responses thereto), the Accounting Firm will endeavor to
issue a report containing its findings within 14 days after the later of (a) receiving both the Buyers’ and the Sellers’ Rebuttal Reports
or notice waiving the right to file such report, as applicable, or (b) any responses (if any) to any written questions submitted by the
Accounting Firm to either party following the procedures set forth below in the Section titled “Submission of Questions by the
Accounting Firm.”

• Unless requested by the Accounting Firm in writing pursuant to the terms of the Section titled “Submission of Questions by the
Accounting Firm”, neither the Buyers nor the Sellers may present any additional information or arguments to the Accounting Firm,
either orally or in writing.

• The Accounting Firm shall render its decision without conducting a hearing.



Submission of Questions by the Accounting Firm

After receiving both Initial Reports and Rebuttal Reports, if any, the Accounting Firm may submit written questions to the Parties for written
responses or may direct requests for additional information, calculations, or supporting documentation to the Parties reasonably needed by the
Accounting Firm in order to clarify or understand any position or argument made by a Party in its written submission, in which case the Parties
agree to cooperate with such requests (including by ensuring that the Accounting Firm is provided copies of all relevant books and records of the
Company Group and its Subsidiaries) in the manner and procedural timing described in this paragraph. If any such questions are addressed to only
one Party, the Accounting Firm shall submit the questions to that Party, with a copy to the other Parties. Once received, the Party to whom the
questions are addressed shall have five Business Days to answer the Accounting Firm’s questions, and shall provide a copy of its written answers
to the other Party at the time they are provided to the Accounting Firm. In response thereto, the other Party may, within five Business Days, submit
a response to such answer(s) to the Accounting Firm and shall provide a copy of a response to the other Party at the time it is provided to the
Accounting Firm. If any such questions are addressed to both Parties, each Party shall have five Business Days from the date of receipt to respond
to the Accounting Firm and shall provide a copy of its written answers to the other Party at the time they are provided to the Accounting Firm. In
response thereto, each Party may, within five Business Days, submit a response to the other Party’s answer(s) to the Accounting Firm and shall
provide a copy to the other Party at the time it is provided to the Accounting Firm.

Adjustment of Time Periods

If the due date for any written submissions to be submitted to the Accounting Firm falls on a day that is not a Business Day, the written submission
shall take place on the next Business Day.

Communication between the Accounting Firm and the Parties

The Parties agree not to engage in any ex parte communication with the Accounting Firm.

The Accounting Firm will be required to include a representation in its engagement letter that it has not discussed the disputed matter with either
Party prior to its joint retention by the Parties, and to include a covenant in its engagement letter not to engage in ex parte communications with
either Party throughout the course of the engagement.

The engagement letter will specifically require the Accounting Firm to review Section 2.3 as well as any other provisions of this Agreement
deemed relevant by any of the Buyers, the Sellers or the Accounting Firm.

Nature of Review by Accounting Firm

The Accounting Firm will make its determination in an objective, impartial manner based on inquiry, investigation, and other procedures as it, in
its sole discretion may deem necessary, but in all cases consistent with the terms of this Agreement and this Exhibit C.

The Accounting Firm shall agree that between the time the Sellers delivered the Objection Notice to the Buyers and the date hereof, the Buyers and
the Sellers may have exchanged certain proposals relating to the disputed items that were intended solely for purposes of facilitating settlement
discussions and such proposals were confidential and were provided solely on the condition and understanding that such proposals would not be
permitted to be disclosed in any court or arbitration hearing, including with respect to the Accounting Firm’s engagement in the dispute. The
Accounting Firm will be instructed to disregard any evidence of such settlement proposals and negotiations in its consideration of the disputed
matter.



Confidentiality

With respect to any information supplied in connection with the Accounting Firm’s engagement and designated by either Party as confidential, or
which either Party should reasonably believe is confidential based on the subject matter or the circumstances of its disclosure, the other Party
agrees to protect such confidential information in a reasonable and appropriate manner, and use such confidential information only to perform its
obligations under this Agreement and for no other purpose. This will not apply to information which is: (a) publicly known, (b) already known to
the recipient without breach by the recipient of any obligation of confidentiality, (c) lawfully disclosed by a third party, (d) independently
developed without use or referring to any confidential information or (e) disclosed pursuant to legal requirement or order (it being understood that
any confidential information that must be disclosed pursuant to legal requirement or order shall remain, and shall continue to be treated as,
confidential information). Notwithstanding the foregoing, no information (whether or not designated as confidential) may be provided to the
Accounting Firm without being made available to all Parties in accordance with the requirements of this Agreement and this Exhibit C. The
Accounting Firm shall not publicly disclose that it has been retained to resolve any dispute relating to this Agreement or that the Parties are
involved in the dispute, or any information relating to the dispute, including any Party’s or the Accounting Firm’s determination of the computation
of the Closing Cash Proceeds, including each component thereof.

At the conclusion of the engagement contemplated hereby, any confidential information made available hereunder, including copies thereof, shall
be returned or destroyed upon request by the disclosing Party.

Other Procedural Matters

Procedural matters for the conduct of the dispute resolution, other than as specified herein, will be determined by the Accounting Firm in
consultation with the Buyers and the Sellers; provided, however, that any such procedural matters shall in all cases be consistent with the terms of
this Agreement and this Exhibit C.



Exhibit D

Seller Release

See attached.



EXHIBIT D

SELLER RELEASE

RELEASE AND DISCHARGE dated as of [●], 2017 (this “Release”) and executed and delivered in connection with the stock and
asset purchase agreement dated as of May 24, 2017 (the “Stock and Asset Purchase Agreement”) by and among [Insert name of the
undersigned Seller, Seller Guarantor or Scott Nicholson] (the “Releaser”), [Insert name of other Sellers/Seller Guarantors],
Kadant Inc., Kadant Northern U.S. LLC, Kadant Canada Corp., Kadant Northern UK Co. Ltd. and Kadant Johnson Europe B.V.
Capitalized terms used but not defined in this Release shall have the respective meanings ascribed thereto in the Stock and Asset
Purchase Agreement.

For good and valuable consideration, the sufficiency of which is hereby acknowledged by the Releaser, the Releaser hereby
unconditionally releases and forever acquits and discharges, with effect as of the closing of the transactions contemplated in the Stock
and Asset Purchase Agreement on the date of this Release (the “Release Date”), in [his/its] capacity as a direct or indirect
shareholder, director, officer, employee or creditor of the Company Group or any of its Subsidiaries, or otherwise, the Company Group
and all of its Subsidiaries and its and their respective successors, assigns, directors, officers, employees, agents and representatives
(collectively, the “Released Parties”) of and from any and all claims, actions, causes of actions, debts, liabilities, obligations and
covenants whatsoever which the Releaser now has or hereafter can, will or may have against any Released Party by reason of any
cause, matter or thing whatsoever occurring or existing up to the Release Date, including, without limiting the generality of the
foregoing, written or oral contracts, agreements or other commitments, or otherwise, and any and all claims in respect of moneys
advanced, fees (including directors’ fees), dividends, salary, wages, retirement or pension allowance, bonus, profit or earnings
participation, stock options, appreciation rights, vacation pay, commissions or similar compensation or other expenses or claims under
any applicable corporate, securities or other laws or under written or oral contracts, agreements or other commitments, or otherwise,
provided that the foregoing shall not serve to release: (i) any rights of the Releaser to indemnification or reimbursement from the
Company Group or any of its Subsidiaries, whether pursuant to its certificate or articles of incorporation, by‑laws or other
organizational documents, in respect of the Releaser’s service as director or officer in accordance with the terms and conditions of
Section 9.4 of the Stock and Asset Purchase Agreement, or (ii) rights of the Releaser under the Stock and Asset Purchase Agreement,
the Transition Services Agreement, the Escrow Agreement or the Non-Competition and Non-Solicitation Agreement.1 

The Releaser agrees not to join, assist, aid or act in concert in any manner whatsoever with any other person in the making of claims or
demands or in the bringing of suits, proceedings or actions in any manner whatsoever against any of the Released Parties and not to
make claims or demands nor bring suits, proceedings or actions in any manner whatsoever against any person who might claim
contribution or indemnity from any of the Released Parties, in each case arising

1Clause (i) of the provision will be included in the Release of Scott Nicholson only, and the respective Releases of the Sellers and the Sellers Guarantors will
contain references to the agreements listed in clause (ii) to which they are actually a party.



from, in respect of or in connection with any of the maters released and discharged by this Release.

The Releaser acknowledges that the execution and delivery of this Release is a condition to the obligation of the Buyers to
consummate the transactions contemplated by the Stock and Asset Purchase Agreement and the Buyers are relying on this Release in
consummating the transactions contemplated by the Stock and Asset Purchase Agreement.

It is the intention of the Releaser that this Release be effective as a full and final accord and satisfaction and as a bar to all of the
Releaser’s claims, actions, causes of action, suits, proceedings and demands against any of the Released Parties, of whatsoever nature,
character or kind, known or unknown, suspected or unsuspected, as of the Release Date, arising from, in respect of or in connection
with any of the matters released and discharged by this Release. The Releaser is aware that [he/it] may hereafter discover claims or
facts in addition to or different from those which [he/it] knows or believes to exist with respect to the subject matter of this Release,
but it is the Releaser’s intention to hereby fully, finally and forever settle, release and discharge each of the Released Parties from all
matters arising prior to the Release Date arising from, in respect of or in connection with any of the matters released and discharged by
this Release.

Whenever possible, each provision of this Release will be interpreted in such manner as to be effective and valid under Law, but if any
provision of this Release is held to be prohibited by or invalid under Law, such provision will be ineffective only to the extent of such
prohibition or invalidity, without invalidating the remainder of such provision or the remaining provisions of this Release, so long as
the economic or legal substance of the transactions contemplated hereby is not affected in any manner materially adverse to any party
hereto, and upon such a holding, the parties hereto will negotiate in good faith to modify this Release so as to effect the original intent
of the parties hereto as closely as possible in an acceptable manner in order that the transactions contemplated hereby be consummated
as originally contemplated to the fullest extent possible.

This Release will enure to the benefit of and be binding upon the respective [heirs, executors, administrators, other legal
representatives, successors] and permitted assigns of the parties hereto.

All issues and questions concerning the construction, validity, interpretation and enforceability of this Release, and all Actions arising
hereunder or thereunder or in connection herewith or therewith, whether purporting to be sound in contract or tort, or at law or in
equity, will be governed by, and construed in accordance with, the Laws of the state of Washington, without giving effect to any choice
of law or conflict of law rules or provisions (whether of the state of Washington or any other jurisdiction) that would cause the
application of the Laws of any jurisdiction other than the state of Washington. The parties hereto hereby agree and consent to be
subject to the exclusive jurisdiction of the any federal court or state court located in King County, Washington (and in each case of the
appropriate appellate courts therefrom), and hereby waive the right to assert the lack of personal or subject matter jurisdiction or
improper venue in connection with any such Action. In furtherance of the foregoing, the parties hereto (a) waive the defense of
inconvenient forum, (b) agree not to commence any Action arising out of this Release
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other than in any such court and (c) agrees that a final judgment in any such Action will be conclusive and may be enforced in other
jurisdictions by suit or judgment or in any other manner provided by Law. Process in any such Action may be served on any party
hereto anywhere in the world, whether within or without the jurisdiction of any such court.

EACH PARTY HERETO HEREBY KNOWINGLY, INTENTIONALLY AND VOLUNTARILY AND WITH AND UPON THE
ADVICE OF COMPETENT COUNSEL IRREVOCABLY WAIVES ALL RIGHT TO TRIAL BY JURY IN ANY ACTION, CROSS
CLAIM OR COUNTERCLAIM IN ANY COURT (WHETHER BASED ON CONTRACT, TORT OR OTHERWISE) ARISING
OUT OF, RELATING TO OR IN CONNECTION WITH (A) THIS RELEASE OR THE VALIDITY, PERFORMANCE,
INTERPRETATION, COLLECTION OR ENFORCEMENT HEREOF, (B) THE TRANSACTIONS CONTEMPLATED HEREBY
OR (C) THE ACTIONS OF SUCH PARTY IN THE NEGOTIATION, AUTHORIZATION, EXECUTION, DELIVERY,
ADMINISTRATION, PERFORMANCE OR ENFORCEMENT HEREOF. EACH PARTY HERETO (I) CERTIFIES THAT NO
REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTY HERETO HAS REPRESENTED, EXPRESSLY OR
OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE THE
FOREGOING WAIVER AND (II) ACKNOWLEDGES THAT IT AND THE OTHER PARTIES HERETO HAVE BEEN INDUCED
TO ENTER INTO THIS RELEASE BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS
SECTION.

This Release may be executed in any number of counterparts, each of which will be deemed to be an original and all of which taken
together will be deemed to constitute one and the same instrument. Delivery of an executed signature page to this Release by any party
hereto by electronic transmission will be as effective as delivery of a manually executed copy of this Release by such party hereto.

[Signature page follows.]
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IN WITNESS WHEREOF, the parties hereto have executed this Release as of the date first written above.

 
[INSERT NAME OF SELLER/SELLER GUARANTOR/SCOTT
NICHOLSON]

   

 By:   

  Name:  

  Title:  
    

KADANT INC.
    

 By:   
  Name:  

  Title:  
   

 
KADANT NORTHERN U.S. LLC

By: KADANT INC., its sole member    
    

  By:  

  Name:  

  Title:  
    

 KADANT CANADA CORP.
    

 By:   

  Name:  

  Title:  
    

 KADANT NORTHERN UK CO. LTD.
    

 By:   

  Name:  

  Title:  
    

 KADANT JOHNSON EUROPE B.V.
    

 By:   

  Name:  

  Title:  



Exhibit E

Patent Assignment Agreement

See attached.



EXHIBIT E

PATENT ASSIGNMENT AGREEMENT

PATENT ASSIGNMENT AGREEMENT (this “Agreement”) dated as of [● ], 2017 is entered into by and between
Nicholson Intellectual Property, Inc. (the “Assignor”) and Kadant Northern U.S. LLC (the “Assignee”).

WHEREAS Assignor owns the invention entitled “BUTT FLARE REDUCING APPARATUS FOR LOGS AND
RELATED METHODS OF REDUCING BUTT FLARE,” as described and claimed in the patent and pending patent applications
listed in the attached Schedule A, and the patent and pending patent applications (collectively the “Assigned Intellectual Property”);

WHEREAS pursuant to the stock and asset purchase agreement dated as of May 24, 2017 (the “Stock and Asset
Purchase Agreement”) by and among the Buyers, the Sellers, Kadant Parent and the Seller Guarantors, the Buyers are acquiring on
the date hereof the Shares and the Assignee is acquiring on the date hereof the Assigned Intellectual Property (collectively, the
“Transaction”); and

WHEREAS the entry into this Agreement by the Assignor constitutes a material inducement to the Buyers to
consummate, and a condition precedent to the Buyers’ obligation to consummate, the Transaction. The Assignor’s obligations
pursuant to this Agreement are an integral part of the Transaction.

NOW, THEREFORE, in consideration of the covenants and agreements herein contained, the parties hereto hereby
agree as follows:

1. Adoption of Recitals

The parties hereto adopt the foregoing recitals and agree and affirm that construction of this Agreement will be guided
thereby.

2. Definitions

Capitalized terms not defined herein will have the respective meanings ascribed to such terms in the Stock and Asset
Purchase Agreement.

3. Assignment

The Assignor hereby confirms having assigned, sold, conveyed, delivered and transferred to the Assignee as of the date
hereof, and as necessary to perfect the foregoing hereby assigns, sells, conveys, delivers and transfers to the Assignee, all rights, title
and interests in and to the Assigned Intellectual Property and any and all patents which may be granted for such invention in the
United States of America and its territorial possessions, including any extensions or adjustments in term thereof and in any and all
foreign countries, and in any and all divisions, reissues and continuations thereof, and including all damages for infringement of any of
the Assigned Intellectual Property accruing on and after the date hereof and the sole right to sue therefor under the Assigned
Intellectual Property, for the full term or terms of the Assigned



    

Intellectual Property; such invention, applications and all patents on such invention to be held and enjoyed by Assignee and its
successors and assigns for their use and benefit and of their successors and assigns as fully and entirely as the same would have been
held and enjoyed by Assignor had such assignment, transfer and sale not been made.

4. Further Assurances

From time to time, as and when requested by either party hereto and at such party’s expense, the other party hereto will
execute and deliver, or cause to be executed and delivered, all such documents and instruments and will take, or cause to be taken, all
such further or other actions as such requesting party may reasonably deem necessary or desirable to evidence or effectuate the
transactions contemplated by this Agreement. [NTD: To be determined prior to the Closing what recordable form instruments
will be required (which will be exhibited to this Agreement), and a covenant to execute and deliver these will be added here.]

5. Complete Agreement

This Agreement, together with applicable provisions of the Stock and Asset Purchase Agreement, contain the complete
agreement between the parties hereto regarding the subject matter hereof and supersede any prior understandings, agreements or
representations by or between the parties hereto, written or oral, which may have related to the subject matter hereof in any way.

6. Amendment and Waivers

This Agreement may be amended, supplemented or changed and any provision of this Agreement may be waived only
in a writing signed by the parties hereto. No waiver of any provision hereunder or any breach or default thereof will operate or be
construed as a further or continuing waiver of such breach or default or as a waiver of any other or subsequent breach or default. No
failure on the part of either party hereto to exercise, and no delay in exercising, any right, power or remedy hereunder will operate as a
waiver thereof, or will any single or partial exercise of such right, power or remedy by such party preclude any other or further
exercise thereof or the exercise of any other right, power or remedy.

7. Successors and Assigns

This Agreement and all of the provisions hereof will be binding upon and inure to the benefit of the parties hereto and their
respective successors and permitted assigns, except that neither this Agreement nor any of the rights, interests or obligations hereunder
may be assigned or delegated by any party hereto without the prior written consent of the other party hereto; provided, however, that
the Assignee may assign this Agreement or any of the rights, interests or obligations thereunder to any of its Affiliates or any
purchaser of the Company Group or any of its Subsidiaries or any of the assets thereof.

8. Governing Law; Waiver of Jury Trial

All issues and questions concerning the construction, validity, interpretation and enforceability of this Agreement and
the exhibits and schedules hereto, and all Actions arising
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hereunder or thereunder or in connection herewith or therewith, whether purporting to be sound in contract or tort, or at law or in
equity, will be governed by, and construed in accordance with, the Laws of the state of Washington, without giving effect to any choice
of law or conflict of law rules or provisions (whether of the state of Washington or any other jurisdiction) that would cause the
application of the Laws of any jurisdiction other than the state of Washington. The parties hereto hereby agree and consent to be
subject to the exclusive jurisdiction of the any federal court or state court located in King County, Washington (and in each case of the
appropriate appellate courts therefrom), and hereby waive the right to assert the lack of personal or subject matter jurisdiction or
improper venue in connection with any such Action. In furtherance of the foregoing, each of the parties hereto (a) waives the defense
of inconvenient forum, (b) agrees not to commence any Action arising out of this Agreement or any transactions contemplated hereby
other than in any such court and (c) agrees that a final judgment in any such Action will be conclusive and may be enforced in other
jurisdictions by suit or judgment or in any other manner provided by Law. Process in any such Action may be served on any party
hereto anywhere in the world, whether within or without the jurisdiction of any such court. EACH PARTY HERETO HEREBY
KNOWINGLY, INTENTIONALLY AND VOLUNTARILY AND WITH AND UPON THE ADVICE OF COMPETENT COUNSEL
IRREVOCABLY WAIVES ALL RIGHT TO TRIAL BY JURY IN ANY ACTION, CROSS‑CLAIM OR COUNTERCLAIM IN
ANY COURT (WHETHER BASED ON CONTRACT, TORT OR OTHERWISE) ARISING OUT OF, RELATING TO OR IN
CONNECTION WITH (I) THIS AGREEMENT OR THE VALIDITY, PERFORMANCE, INTERPRETATION, COLLECTION OR
ENFORCEMENT HEREOF, (II) THE TRANSACTIONS CONTEMPLATED HEREBY OR (III) THE ACTIONS OF SUCH PARTY
IN THE NEGOTIATION, AUTHORIZATION, EXECUTION, DELIVERY, ADMINISTRATION, PERFORMANCE OR
ENFORCEMENT HEREOF. EACH PARTY HERETO (1) CERTIFIES THAT NO REPRESENTATIVE, AGENT OR ATTORNEY
OF ANY OTHER PARTY HERETO HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PARTY
HERETO WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER AND
(2) ACKNOWLEDGES THAT IT AND THE OTHER PARTY HERETO HAVE BEEN INDUCED TO ENTER INTO THIS
AGREEMENT BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION.

9. Electronic Delivery; Counterparts

This Agreement and any signed agreement or instrument entered into in connection with this Agreement, and any
amendments hereto or thereto, may be executed in one or more counterparts, all of which will constitute one and the same instrument.
Any such counterpart, to the extent delivered by means of a facsimile machine or by .pdf, .tif, .gif, .jpeg or similar attachment to
electronic mail (any such delivery, an “Electronic Delivery”) will be treated in all manner and respects as an original executed
counterpart and will be considered to have the same binding legal effect as if it were the original signed version thereof delivered in
person. At the reasonable request of any party hereto, each other party hereto or thereto will re-execute the original form of this
Agreement and deliver such form to all other parties hereto. No party hereto will raise the use of Electronic Delivery to deliver a
signature or the fact that any signature or agreement or instrument was transmitted or communicated through the use of Electronic
Delivery as a defense to the formation of a contract, and each such party forever
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waives any such defense, except to the extent such defense relates to lack of authenticity.

[Signature page follows.]
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date first written above.

 
KADANT NORTHERN U.S. LLC

By: KADANT INC., its sole member
  

   

 By:  

  Name:
  Title:
   

NICHOLSON INTELLECTUAL PROPERTY, INC
   

 By:  

  Name:
  Title:



SCHEDULE A
Assigned Patents

U.S. Provisional Patent Application No. 62/030,449, entitled “BUTT FLARE REDUCING APPARATUS FOR LOGS AND RELATED
METHODS OF REDUCING BUTT FLARE”, filed July 29, 2014;

U.S. Patent Application No. 14/807,725, entitled “BUTT FLARE REDUCING APPARATUS FOR LOGS AND RELATED METHODS OF
REDUCING BUTT FLARE”, filed July 23, 2015, now US Patent No. 9,469,046; and

International (PCT) Application No. US2015/041838, entitled “BUTT FLARE REDUCING APPARATUS FOR LOGS AND RELATED
METHODS OF REDUCING BUTT FLARE”, filed July 23, 2015, now converted into the following pending regional/national stage applications:

Australian Application No. 2015298235;

Brazilian Application. No. BR112017001583.8;

Canadian Application No. 2955470;

Chilean Application No. 201700221;

Chinese Application No. 201580041541.1;

European Application No. 15747903.1;

New Zealand Application No. 728420; and

Russian Application No. 2017106192.



Exhibit F

Transition Services Agreement

See attached.



EXHIBIT F

TRANSITION SERVICES AGREEMENT

TRANSITION SERVICES AGREEMENT dated as of [ ● ], 2017 (this “Agreement”) by and between Northern
Industrial, Inc. (the “Service Provider”) and Kadant Inc. (the “Customer”).

WHEREAS pursuant to the Stock and Asset Purchase Agreement dated as of May 24, 2017 (the “Stock and Asset
Purchase Agreement”) by and among Kadant Northern U.S. LLC, Kadant Canada Corp., Kadant UK Co. Ltd., Kadant Johnson
Europe B.V. (collectively, the “Buyers”), NII FPG Company, Nicholson Intellectual Property, Inc., Cascade Natural Resources, Inc.,
the Customer and the Service Provider, the Buyers are acquiring on the date hereof the Shares and Kadant Northern U.S. LLC is
acquiring on the date hereof the VFR Patent Assets.

WHEREAS the Buyers are direct or indirect wholly owned subsidiaries of the Customer and the Customer is the
guarantor of the payment and performance by the Buyers of their obligations under the Stock and Asset Purchase Agreement as
provided therein;

WHEREAS the entry into this Agreement by the Service Provider constitutes a material inducement to the Buyers to
consummate, and a condition precedent to the Buyers’ obligation to consummate, the Transaction. The Service Provider’s obligations
pursuant to this Agreement are an integral part of the Transaction.

NOW, THEREFORE, in consideration of the covenants and agreements herein contained, the parties hereto hereby
agree as follows:

1. Adoption of Recitals

The parties hereto adopt the foregoing recitals and agree and affirm that construction of this Agreement will be guided
thereby.

2. Definitions

Capitalized terms not defined herein will have the respective meanings ascribed to such terms in the Stock and Asset
Purchase Agreement.

3. Headings

The division of this Agreement into Articles and Sections and the insertion of headings are for convenience of reference
only and do not affect the construction or interpretation of this Agreement. The terms “hereof”, “hereunder”, “herein”, “hereto” and
similar expressions refer to this Agreement and not to any particular Article, Section or other portion hereof. Unless something in the
subject matter or context is inconsistent therewith, references herein to Articles and Sections are to Articles and Sections of this
Agreement.



4. Services

(1)    Pursuant to this Agreement, the Service Provider hereby agrees (i) during the Accounting Services Term, to provide to the
Customer the accounting services listed and described in Schedule A hereto (collectively, the “Accounting Services”) and (ii) during
the IT Services Term, to provide to the Customer the IT services listed and described in Schedule B hereto (collectively, the “IT
Services”, and, collectively with the Accounting Services, the “Services”), the whole so as to facilitate the transfer and continued
operation of certain activities following the Closing.

(2)    The Service Provider will provide (i) the Accounting Services to the Customer as of the date hereof until the end of the
Accounting Services Term and (ii) the IT Services to the Customer as of the date hereof until the end of the IT Services Term, unless
this Agreement is earlier terminated by the Customer in accordance with Section 10.

5. Manner and Use of Services

The standard of care for the provision of the Services by the Service Provider hereunder will be no less than the level of care, skill, quality,
timeliness and cost-effectiveness substantially similar as the Service Provider provided such Services in relation to the Business prior to the date
hereof and as may be reasonably directed by the Customer from time to time, subject to the provisions of the next paragraph in this Section 5. The
Service Provider agrees to assign sufficient resources and qualified personnel as are reasonably required to perform the Services in accordance
with the standards set forth in the preceding sentence, subject to the Force Majeure provisions of this Agreement. In the event that the Customer
elects to transition the Services to another location, the Services Provider will provide assistance to the Customer in such transition. The parties
hereto will use good faith efforts to cooperate with each other in all matters relating to the provision and receipt of the Services.

It is anticipated that the quantity and level of services provided during the Term will be essentially the same as provided by the Service
Provider to the Business prior to the date hereof. If the Customer or its Affiliates make additional requests or inquiries or otherwise seeks an
additional quantity or level of service, Customer acknowledges that Service Provider may not have the resources to respond to such requests or
inquiries or provide such additional quantity or level of service and if it does, the Service Fees will need to be appropriately adjusted. In addition, if
as a result of a Customer request, Service Provider personnel is required to travel or Service Provider is required to incur out-of-pocket costs that it
would not have incurred in providing the same quantity or level of services prior to the date hereof, Customer shall reimburse Service Provider for
such travel or out-of-pocket costs.

6. Term

Unless terminated as provided for in Section 10, the Service Provider will provide (i) the Accounting Services commencing as of the date
hereof and continuing thereafter up to and including the date that is 8 months after the date hereof (the “Accounting Services
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Term”) and (ii) the IT Services commencing as of the date hereof and continuing thereafter up to and including the date that is 4 months after the
date hereof (the “IT Services Term”, and, collectively with the Accounting Services Term, the “Term”).

7. Compensation

The Service Provider will provide the Services to the Customer during the applicable Term on a flat rate basis as set forth in Schedule C
hereto (the “Service Fees”). Such amounts will be prorated on a daily basis for the first and last months during which this Agreement is in effect.
The rates set forth in Schedule C shall be subject to appropriate adjustment pursuant to the provisions of Section 5 or in the event Service
Provider’s costs are increased by reason of normal pay adjustments for its personnel (Service Provider’s pay is adjusted each July 1 and Service
Provider anticipates a 3% increase at that time) and for increases imposed by third parties on cost inputs for the Services (for example, increases in
property taxes or utility charges).

8. Payment Terms

The Service Provider will render an invoice for the Service Fees following the end of the month in which the applicable Services were
provided (each, a “Statement”). The Customer will pay all amounts indicated as due and payable on each Statement no later than 10 days after
receipt of each invoice.

9. Taxes

The Customer will pay to the Service Provider all applicable sales and Washington B&O taxes payable with respect to the provision of the
Services by the Service Provider, and the Service Provider will be responsible for remitting such amount to the appropriate Governmental
Authority.

10. Termination

(1)    This Agreement will terminate on the earlier to occur of (i) the last day of the Accounting Services Term and the IT
Services Term, or (ii) the date on which this Agreement is terminated pursuant to any of the following paragraphs:

(a) this Agreement may be terminated upon the written mutual consent of the Customer and the Service Provider;

(b) the Customer may terminate this Agreement by sending a 30-day prior written notice to the Service Provider;

(c) each party hereto may terminate this Agreement in the event of a material default by the other party hereto in the performance of
its obligations hereunder, which material default remains uncured for a period of 30 days following notice to that effect from the
other party hereto; or
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(d) this Agreement will terminate without notice or other action required of either of the parties hereto if an order of a court is made or
a petition is filed in court for the winding-up, dissolution or liquidation of either of the parties hereto, or if either of the parties
hereto becomes insolvent, files a petition in bankruptcy or if any execution, distress, sequestration or any other court process
becomes enforceable against any of the parties hereto, or if either process involving seizure and sale is levied upon the property of
either of the parties hereto

(2)    The Customer will have the right, in its sole discretion, to terminate the Accounting Services or the IT Services by
sending a 30-day prior written notice to the Service Provider. The parties may also reduce any of the Accounting Services or any of the
IT Services and the applicable Service Fees by mutual agreement.

11. Indemnity; Limitations on Liability; Force Majeure

Each party hereto (the “Indemnifying Party”) will indemnify, defend and hold harmless the other party hereto and its directors, officers,
employees and agents (individually, an “Indemnified Party”) from and against any claims, demands, actions, causes of action, judgments,
damages (excluding special, indirect, incidental or consequential damages), losses, liabilities, costs or expenses (including, without limitation,
interest, penalties and reasonable attorneys’ and experts’ fees and disbursements) which may be made against any Indemnified Party or which any
Indemnified Party may suffer or incur as a result of, arising out of, or relating to, any breach of this Agreement by the Indemnifying Party.

Under no circumstances shall either party be liable to the other for special, indirect, incidental or consequential damages. Except with
respect to damages due to Service Provider’s intentional misconduct or gross negligence, Service Provider shall not be liable to the Customer
under or in connection with this Agreement, whether pursuant to the first part of this Section 11 or otherwise, for any amount in excess of the fees
paid by Customer to Service Provider pursuant to this Agreement plus the amount of insurance available to the Service Provider in respect of such
damages.

Service Provider shall not be deemed in breach of this Agreement in the event it is prevented from providing Services by reason of Act of
God or any other event beyond its reasonable control that customarily constitutes a Force Majeure event. For these purposes, a Force Majeure
event shall include a loss of personnel providing IT Services for reasons outside of the Service Provider’s control, such as recruitment by a third
party. Customer acknowledges that in Service Provider’s circumstances, it would be impracticable to replace such lost personnel; provided,
however, that the Service Provider shall cooperate with Customer’s efforts to obtain outsourced support to replace or compensate for in full or in
part such loss of personnel or to transfer such functions to the Customer. Service Provider shall give to the Customer prompt notice of any event
constituting a Force Majeure event.
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12. Severability

Whenever possible, each provision of this Agreement will be interpreted in such manner as to be effective and valid
under Law, but if any provision of this Agreement is held to be prohibited by or invalid under Law, such provision will be ineffective
only to the extent of such prohibition or invalidity, without invalidating the remainder of such provision or the remaining provisions of
this Agreement, so long as the economic or legal substance of the transactions contemplated hereby is not affected in any manner
materially adverse to either party hereto, and upon such a holding, the parties hereto will negotiate in good faith to modify this
Agreement so as to effect the original intent of the parties hereto as closely as possible in an acceptable manner in order that the
transactions contemplated hereby be consummated as originally contemplated to the fullest extent possible.

13. Further Assurances

From time to time, as and when requested by either party hereto and at such party’s expense, any other party hereto will
execute and deliver, or cause to be executed and delivered, all such documents and instruments and will take, or cause to be taken, all
such further or other actions as such requesting party may reasonably deem necessary or desirable to evidence or effectuate the
transactions contemplated by this Agreement.

14. Complete Agreement

This Agreement contains the complete agreement between the parties hereto and supersede any prior understandings,
agreements or representations by or between the parties hereto, written or oral, which may have related to the subject matter hereof in
any way.

15. Amendment and Waivers

This Agreement may be amended, supplemented or changed and any provision of this Agreement may be waived only
in a writing signed by the parties hereto. No waiver of any provision hereunder or any breach or default thereof will operate or be
construed as a further or continuing waiver of such breach or default or as a waiver of any other or subsequent breach or default. No
failure on the part of any party to exercise, and no delay in exercising, any right, power or remedy hereunder will operate as a waiver
thereof, or will any single or partial exercise of such right, power or remedy by such party preclude any other or further exercise
thereof or the exercise of any other right, power or remedy.

16. Notices

(1)    All notices, requests, demands and other communications permitted or required to be given or delivered under or by
reason of the provisions of this Agreement will be in writing and will be deemed conclusively to have been given (a) when personally
delivered, (b) when sent by facsimile (with hard copy to follow) during a Business Day (or on the next Business Day if sent after the
close of normal business hours or on any non-Business Day), (c) when sent by electronic mail (so long as a receipt of such electronic
mail

- 5 -



is requested and received and with a hard copy of such electronic mail to follow) during a Business Day (or on the next Business Day
if sent after the close of normal business hours or on any non-Business Day), (d) one Business Day after being sent by reputable
overnight express courier (charges prepaid) or (e) three Business Days following mailing by certified or registered mail, postage
prepaid and return receipt requested. Unless another address is specified in writing by notice in accordance with this Section, notices,
requests, demands and communications to the parties will be sent to the addresses indicated below:

(a) if to the Service Provider, to:

c/o Northern Industrial, Inc.
200 S. Orcas Street
Seattle, Washington 98108
Attention:     Scott Howell
Facsimile:    1-206-224-0287
Email:        howellrs@nmwa.com

with a copy to:

K&L Gates LLP
925 Fourth Avenue, Suite 2900
Seattle, Washington 98104
Attention:    Stephan H. Coonrod
Facsimile:    1-206-370-6037

E-mail:        stephan.coonrod@klgates.com

(b) if to the Customer, to:

c/o Kadant Inc.
One Technology Park Drive
Westford, Massachusetts 01866
Attention:    General Counsel
Facsimile:    1-978-635-1593
E-mail:        sandra.lambert@kadant.com

with a copy to:

McCarthy Tétrault LLP
1000 De La Gauchetière Street West, Suite 2500
Montreal, Quebec H3B 0A2
Attention:    Patrick M. Shea
Facsimile:    514-875-6246
E-mail:        pshea@mccarthy.ca
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17. Remedies Cumulative

The right and remedies of the parties under this Agreement are cumulative and are in addition to, and not in substitution
for, any other rights and remedies available at law or in equity or otherwise. No single or partial exercise by a party hereto of any right
or remedy precludes or otherwise affects the exercise of any other right or remedy to which such party may be entitled.

18. Successors and Assigns

This Agreement and all of the provisions hereof will be binding upon and inure to the benefit of the parties hereto and
their respective successors and permitted assigns, except that neither this Agreement nor any of the rights, interests or obligations
hereunder may be assigned or delegated by either party hereto without the prior written consent of the other party hereto, provided,
however, that the Customer may assign this Agreement or any of the rights, interests or obligations thereunder to any of its Affiliates
or any purchaser of the Company Group or any of its Subsidiaries or any of the assets thereof.

19. Governing Law; Waiver of Jury Trial

All issues and questions concerning the construction, validity, interpretation and enforceability of this Agreement and the
exhibits and schedules hereto, and all Actions arising hereunder or thereunder or in connection herewith or therewith, whether
purporting to be sound in contract or tort, or at law or in equity, will be governed by, and construed in accordance with, the Laws of
the state of Washington, without giving effect to any choice of law or conflict of law rules or provisions (whether of the state of
Washington or any other jurisdiction) that would cause the application of the Laws of any jurisdiction other than the state of
Washington. The parties hereto hereby agree and consent to be subject to the exclusive jurisdiction of the any federal court or state
court located in King County, Washington (and in each case of the appropriate appellate courts therefrom), and hereby waive the right
to assert the lack of personal or subject matter jurisdiction or improper venue in connection with any such Action. In furtherance of the
foregoing, each of the parties hereto (a) waives the defense of inconvenient forum, (b) agrees not to commence any Action arising out
of this Agreement or any transactions contemplated hereby other than in any such court and (c) agrees that a final judgment in any
such Action will be conclusive and may be enforced in other jurisdictions by suit or judgment or in any other manner provided by
Law. Process in any such Action may be served on either party hereto anywhere in the world, whether within or without the
jurisdiction of any such court. EACH PARTY HERETO HEREBY KNOWINGLY, INTENTIONALLY AND VOLUNTARILY AND
WITH AND UPON THE ADVICE OF COMPETENT COUNSEL IRREVOCABLY WAIVES ALL RIGHT TO TRIAL BY JURY IN
ANY ACTION, CROSS‑CLAIM OR COUNTERCLAIM IN ANY COURT (WHETHER BASED ON CONTRACT, TORT OR
OTHERWISE) ARISING OUT OF, RELATING TO OR IN CONNECTION WITH (I) THIS AGREEMENT OR THE VALIDITY,
PERFORMANCE, INTERPRETATION, COLLECTION OR ENFORCEMENT HEREOF, (II) THE TRANSACTIONS
CONTEMPLATED HEREBY OR (III) THE ACTIONS OF SUCH PARTY IN THE NEGOTIATION, AUTHORIZATION,
EXECUTION, DELIVERY, ADMINISTRATION,

- 7 -



PERFORMANCE OR ENFORCEMENT HEREOF. EACH PARTY HERETO (1) CERTIFIES THAT NO REPRESENTATIVE,
AGENT OR ATTORNEY OF THE OTHER PARTY HERETO HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT
SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER
AND (2) ACKNOWLEDGES THAT IT AND THE OTHER PARTY HERETO HAVE BEEN INDUCED TO ENTER INTO THIS
AGREEMENT BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION.

20. Electronic Delivery; Counterparts

This Agreement and any signed agreement or instrument entered into in connection with this Agreement, and any amendments
hereto or thereto, may be executed in one or more counterparts, all of which will constitute one and the same instrument. Any such
counterpart, to the extent delivered by means of a facsimile machine or by .pdf, .tif, .gif, .jpeg or similar attachment to electronic mail
(any such delivery, an “Electronic Delivery”) will be treated in all manner and respects as an original executed counterpart and will be
considered to have the same binding legal effect as if it were the original signed version thereof delivered in person. At the reasonable
request of either party hereto, the other party hereto or thereto will re-execute the original form of this Agreement and deliver such
form to the other party hereto. Neither party hereto will raise the use of Electronic Delivery to deliver a signature or the fact that any
signature or agreement or instrument was transmitted or communicated through the use of Electronic Delivery as a defense to the
formation of a contract, and each such party forever waives any such defense, except to the extent such defense relates to lack of
authenticity.

[Signature page follows.]
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement on the date first above written.

 KADANT INC. 
   

 By:  

  Name:
  Title:
   

NORTHERN INDUSTRIAL, INC.

   

 By:  

  Name:
  Title:



SCHEDULE A
ACCOUNTING SERVICES

Team Members
Phai Tran – Financial Reporting Manager
Katie King – Accounting Specialist: works 6-hour days
Lora Gates – Controller: 4 days per week

Services
The Service Provider will provide continuation of the services provided prior to the Closing including:
NML: Accounts Receivable, WA B&O Tax Return, Banking Oversight
NMC: Payroll, AP, Expense Reports, HR, WA and AL Tax Returns (B&O, Property, Real Property), General Accounting, Financial Reporting
VKNA: Payroll, AP, Expense Reports, AR, Collections, HR, WA Tax Returns, GST and PST Filings, General Accounting, Financial Reporting,
Infor Syteline System Oversight and Assistance

The Service Provider will also assist Customer in transferring the accounting functions provided hereunder to the Customer or a third party as
directed by the Customer.



SCHEDULE B
IT SERVICES

Team Members
Ben McNamara – Network/System Administrator
Dennis Standeford – IT Specialist
Sanu Chacko – CIO

Functions
The Service Provider will provide continuation of the services provided prior to the Closing including:

The Seattle-based IT team provides most of the IT support for North American operations within FPG.
This includes, but is not limited to:

-          Network Admin & Support
-          System Admin & Support
-          Database Admin & Support
-          ERP (Epicor Vantage & Infor Syteline) Admin & Support
-          Cisco Phone system administration & support
-          Desktop application support
-          General hardware and software support
-          Smartphones/Mobile phone support

Note:
In addition to the day-to-day duties, Sanu also manages the strategic IT projects and planning function.  He also has oversight over the security
infrastructure for the whole of FPEG, not just North America.  As part of this transaction, more of Sanu’s time will be spent in planning and
executing the transition plan for IT services as it evolves over time.

The Service Provider will also assist Customer in transferring the IT functions provided hereunder to the Customer or a third party as directed by
the Customer.



SCHEDULE C
SERVICE FEES

Accounting Services Fees

$ 19,915 per month

IT Services Fees

$41,365 per month

Reduction in Service Fees

The Service Fees set forth in this Schedule C shall be reduced proportionally, as reasonably appropriate, taking into account fixed costs of the
Service Provider, if and as the volume of Services requested by the Customer and/or provided by the Service Provider is reduced over the course of
the applicable Term. In such event the parties will work together in good faith to adjust the Service Fees.



Exhibit G

Consent to Assignment and Amendment to Lease

See attached.



EXHIBIT G

CONSENT TO ASSIGNMENT AND AMENDMENT TO LEASE

THIS CONSENT TO ASSIGNMENT AND AMENDMENT TO LEASE (this “Consent”), dated as of May 24, 2017, is entered into by and
among SWN PELL CITY, LLC, a Washington limited liability company (“Landlord”) and NICHOLSON MANUFACTURING CORPORATION,
a Washington corporation (“Tenant”).

W I T N E S S E T H

WHEREAS, Landlord and Tenant are parties to that certain Month-to-Month Industrial Lease with Option to Renew for a Term of Years
dated October 1, 2016 (the “Lease”) with respect to certain premises (as more particularly described in the Lease, the “Premises”);

WHEREAS, Tenant intends to consummate a transaction in which 100% of its stock will be acquired by Kadant Northern U.S. LLC and is
therefore considered a Change in Control (as defined in the Lease) for which Tenant must obtain Landlord’s prior written consent;

WHEREAS, Landlord is willing to consent to such Change in Control on the terms and conditions hereinafter set forth; and

WHEREAS, effective as of the 100% sale of Tenant’s stock (the “Amendment Effective Date”), Landlord and Tenant wish to amend the
Lease as hereinafter set forth.

NOW, THEREFORE, in consideration of the covenants herein reserved and contained, and other good and valuable consideration, the
receipt and sufficiency of which are hereby acknowledged and agreed, Landlord and Tenant hereby agree as follows:

1. Recitals; Capitalized Terms. The foregoing recitals are hereby incorporated by reference. All capitalized terms not otherwise defined
herein shall have the meanings ascribed to them as set forth in the Lease.

2. Consent. Subject to the terms and conditions of this Consent, Landlord hereby consents to the Change in Control.

3. Amendment to Lease. As of the Amendment Effective Date, the following amendments shall be made to the Lease:

(1) Section 7.3.2 of the Lease is hereby deleted in its entirety and replaced with the following:

“7.3.2 Certificates of Insurance. Tenant shall deliver to Landlord certificates of insurance for all insurance required to be maintained
by Tenant no later than seven (7) days prior to possession of the Premises. Tenant shall, at least ten (10) days prior to expiration of
the policy, furnish Landlord with certificates of renewal or “binders” thereof. Insurance policies required in Section 7.1 shall not be
cancelled without thirty (30) days prior written notice from Tenant to Landlord.”

(2) In Section 7.3.3 of the Lease, the words to “Section 7.2.1” are hereby replaced by “Section 7.1”.

(3) Section 7.3.4 of the Lease is hereby deleted in its entirety and replaced with the following:

“7.3.4 Primary Coverage. All insurance to be maintained by Tenant shall, except for automobile liability and workers’ compensation
and employers’ liability insurance, be primary, without right of contribution from insurance of Landlord. Any umbrella liability
policy or excess liability policy shall provide that if the underlying aggregate insurance is exhausted, the excess coverage will drop
down as primary insurance. The limits of insurance maintained by Tenant shall not limit Tenant’s liability under this Lease.”

(4) In Section 7.3.5 of the Lease, the following sentence “Each policy required hereunder of Landlord or Tenant shall include a waiver
of any and all rights of subrogation against



Landlord or Tenant” is hereby replaced by the following sentence: “Each policy except for workers’ compensation and employers’
liability insurance required hereunder of Landlord or Tenant shall include a waiver of any and all rights of subrogation of Landlord
or Tenant”.

(5) In Section 7.4 of the Lease, the words “(but only if such negligence of Landlord is not covered by the insurance carried by Tenant
under Section 7.1 above)” at the end of the first sentence are hereby deleted.

(6) Section 11 of the Lease is hereby deleted in its entirety and replaced with the following:

“11. ENVIRONMENTAL MATTERS.

11.1 Hazardous Materials.

Tenant shall not cause nor permit, nor allow any of Tenant’s employees, agents, customers, visitors, invitees, licensees,
contractors, service providers, assignees or subtenants (collectively, “Tenant’s Parties”) to cause or permit, any Hazardous Materials
to be manufactured, recycled, treated, disposed, discharged, released or used on, under or about Premises, the Building, except for
those Hazardous Materials used in Tenant’s business and those used that are for routine office and janitorial supplies in usual and
customary quantities stored, used and disposed of in accordance with all applicable Environmental Laws. Furthermore, Tenant shall
not cause nor permit nor allow any of the Tenant Parties to cause or permit Hazardous Materials to be brought upon, stored,
generated, blended or handled on, under or about the Premises, or the Building, except in accordance with all applicable
Environmental Laws and all other rules and regulations, including, but not limited to, all local, state and federal laws, rules and
regulations. As used herein, “Hazardous Materials” means any chemical, substance, material, controlled substance, object,
condition, waste, living organism or combination thereof which is or may be hazardous to human health or safety or to the
environment due to its radioactivity, ignitability, corrosivity, reactivity, explosivity, toxicity, carcinogenicity, mutagenicity,
phytotoxicity, infectiousness or other harmful or potentially harmful properties or effects, including, without limitation, petroleum
and petroleum products, asbestos, radon, polychlorinated biphenyls (PCBs) and all of those chemicals, substances, materials,
controlled substances, objects, conditions, wastes, living organisms or combinations thereof which are now or become in the future
listed, defined or regulated in any manner by any Environmental Law based upon, directly or indirectly, such properties or effects.
As used herein, “Environmental Laws” means any and all federal, state or local environmental, health and/or safety-related laws,
regulations, standards, decisions of courts, ordinances, rules, codes, orders, decrees, directives, guidelines, permits or permit
conditions, currently existing and as amended, enacted, issued or adopted in the future which are or become applicable to Tenant, the
Premises, the Building, the Common Area. Tenant and Tenant’s Parties shall comply with all Environmental Laws and promptly
notify Landlord of the violation of any Environmental Law or presence of any Hazardous Materials, other than those Hazardous
Materials used in Tenant’s business and office and janitorial supplies as permitted above, on the Premises. Landlord shall have the
right to enter upon and inspect the Premises and to conduct tests, monitoring and investigations. If such tests indicate the presence of
any environmental condition which occurred after the Amendment Effective Date but prior to the termination of this Lease (and
such condition was not caused by Landlord or a third-party who does not qualify as a Tenant Party), Tenant shall reimburse
Landlord for the cost of conducting such tests. The phrase “environmental condition” shall mean any adverse condition relating to
any Hazardous Materials or the environment that is unlawful under applicable Environmental Laws. In the event of any such
environmental condition which occurred after the Amendment Effective Date but prior to the termination of this lease (and such
condition was not caused by



Landlord or a third-party who does not qualify as a Tenant Party), Tenant shall promptly take any and all steps necessary to rectify
the same in accordance with and to the extent required by Environmental Laws.

Notwithstanding the foregoing, it is understood and agreed that Tenant shall not have any responsibility for or obligations with
respect to (a) any violations of Environmental Law related to the Premises that occurred prior to the Amendment Effective Date; (b)
any Hazardous Materials released at, on, from, under or about the Premises prior to the Amendment Effective Date; and (c) any
environmental condition caused by Landlord or any third-party who does not qualify as a Tenant Party after the Amendment
Effective Date. In the event of an environmental condition which occurred prior to the Amendment Effective Date (whether or not
discovered prior to or after the Amendment Effective Date) or caused by Landlord or a third-party who does not qualify as a Tenant
Party after the Amendment Effective Date, Landlord shall promptly take any and all steps necessary to rectify the same in
accordance with and to the extent required by Environmental Laws.

11.2 Indemnification. Tenant shall indemnify, protect, defend (by counsel reasonably acceptable to Landlord) and hold
harmless Landlord and its partners, directors, officers, employees, shareholders, lenders, agents, contractors and each of their
respective successors and assigns from and against any and all claims, judgments, causes of action, damages, penalties, fines, taxes,
costs, liabilities, losses and expenses arising at any time after the Amendment Effective Date as a result of or in connection with (a)
Tenant and/or Tenant’s Parties’ breach of any prohibition or provision of the preceding paragraph after the Amendment Effective
Date, or (b) the presence of Hazardous Materials at, on, under, from or about the Premises as a result of Tenant’s and/or Tenant’s
Parties’ activities after the Amendment Effective Date, or failure to act after the Amendment Effective Date, in connection with the
Premises. Landlord shall indemnify, protect, defend (by counsel reasonably acceptable to Tenant) and hold harmless Tenant and its
partners, directors, officers, employees, shareholders, lenders, agents, contractors and each of their respective successors and assigns
from and against any and all claims, judgments, causes of action, damages, penalties, fines, taxes, costs, liabilities, losses and
expenses arising as a result of or in connection with the presence of Hazardous Materials on, under, from or about the Premises,
including, without limitation, (a) any Hazardous Materials located at, on, under or about the Premises or migrating from the
Premises that pre-exist the Amendment Effective Date, and (b) any contamination caused or exacerbated by Landlord or any third-
party who does not qualify at a Tenant Party after the Amendment Effective Date other than as a result of Tenant’s and/or Tenant’s
Parties’ activities, or failure to act after the Amendment Effective Date in connection with the Premises. The foregoing indemnities
shall include the cost of any required or necessary repair, cleanup or detoxification, and the preparation and implementation of any
closure, monitoring or other required plans, whether such action is required or necessary prior to or following the termination of this
Lease. Tenant’s and Landlord’s obligations pursuant to the foregoing indemnities shall survive the termination of this Lease.”

4. Notices. Notice required or desired to be given pursuant to the Lease shall be given by hand, certified mail with return receipt requested,
or by nationally recognized overnight courier service, proof of delivery required, addressed to the parties at the following addresses:

If to Landlord: SWN Pell City, LLC
200 South Orcas Street
Seattle, Washington 98108
Attn: R. Scott Howell, CEO and
Stephen D. Smith, CFO



With a copy to: Helsell Fetterman, LLP
1001 Fourth Avenue, Suite 4200
Seattle, Washington 98154    
Attn: Scott E. Collins

If to Tenant: Nicholson Manufacturing Corporation
c/o Kadant Inc.
One Technology Park Drive
Westford, Massachusetts 01866
Attn: General Counsel

  

With a copy to: McCarthy Tétrault LLP
1000 De La Gauchetière Street West, Suite 2500
Montreal, Quebec H3B 0A2
Canada
Attn: Patrick M. Shea

    
Any party may change its address for notice by giving notice in the manner hereinabove provided. Notices shall be deemed effective
upon delivery or refusal of delivery thereof.

5. Entire Agreement. The parties acknowledge that this Consent and the Lease constitute the entire agreement between Landlord and
Tenant with respect to the subject matter thereof. The agreements contained herein and in the Lease constitute the entire understanding
between the parties with respect to the subject matter hereof and thereof, and supersede all prior agreements, written or oral,
inconsistent herewith.

6. No Broker. Tenant warrants and represents to Landlord, and Landlord warrants and represents to Tenant, that it has dealt with no broker
or agent in connection with this Consent. Each of Tenant and Landlord shall indemnify and hold harmless the other from and against
any and all loss, cost and expense (including attorneys’ fees) arising out of or resulting from any breach of said warranty and
representation by the indemnifying party, including any claims for a brokerage commission, finder’s fee or similar compensation made
by any person arising out of or in connection with this Consent.

7. Effectiveness. This Consent is submitted on the understanding that it will not be considered an offer and will not bind Tenant or
Landlord in any way until (a) the Amendment Effective Date and (b) Landlord has executed and delivered one of such originals of this
Consent to Tenant. Except as expressly and specifically set forth in this Consent, the Lease is hereby ratified and confirmed, and all of
the terms, covenants, agreements and provisions of the Lease shall remain unaltered and unmodified and in full force and effect
throughout the balance of the term of the Lease.

[SIGNATURES ON FOLLOWING PAGE]



EXECUTED as an instrument under seal as of the date first written above.

LANDLORD: SWN PELL CITY, LLC  
   

By:   

 Name:  
 its hereunto duly authorized  
   

TENANT: NICHOLSON MANUFACTURING CORPORATION
   

By:   

 Name:  
 its hereunto duly authorized  



Schedule I

VFR Patent Assets

U.S. Provisional Patent Application No. 62/030,449, entitled “BUTT FLARE REDUCING APPARATUS FOR LOGS AND RELATED
METHODS OF REDUCING BUTT FLARE”, filed July 29, 2014;

U.S. Patent Application No. 14/807,725, entitled “BUTT FLARE REDUCING APPARATUS FOR LOGS AND RELATED METHODS OF
REDUCING BUTT FLARE”, filed July 23, 2015, now US Patent No. 9,469,046; and

International (PCT) Application No. US2015/041838, entitled “BUTT FLARE REDUCING APPARATUS FOR LOGS AND RELATED
METHODS OF REDUCING BUTT FLARE”, filed July 23, 2015, now converted into the following pending regional/national stage applications:

Australian Application No. 2015298235;

Brazilian Application. No. BR112017001583.8;

Canadian Application No. 2955470;

Chilean Application No. 201700221;

Chinese Application No. 201580041541.1;

European Application No. 15747903.1;

New Zealand Application No. 728420; and

Russian Application No. 2017106192.



Schedule II

Buyers and Sellers of Shares

See attached.





Schedule III

Target Net Working Capital and Accounting Methods

See attached.



Schedule III

Target Net Working Capital and Accounting Methods

Determination of Target Net Working Capital

Capitalized terms used but not defined in this Schedule shall have the respective meanings ascribed thereto in the Agreement. “Target Net Working
Capital” shall be determined as follows:

(a) Target Net Working Capital shall be the average of the Net Working Capital on the final day of each month during the 12-month period
ending on March 31, 2017, with the determination of Net Working Capital being made in the six currencies used by the Company Group
and its Subsidiaries (namely U.S. Dollars, Canadian Dollars, Euros, Swedish Kroner, Russian Rubles and Singapore Dollars), as further
illustrated on Exhibit III.A to this Schedule. Exhibit III.A to this Schedule sets forth a calculation of the Net Working Capital for the nine-
month period ending on December 31, 2016 by applicable currency, as agreed upon by the Parties. Net Working Capital as of the final day
of each of January, February and March 2017 shall be determined using the same accounts and the same methodology as used in
determining Net Working Capital for the 9-month period ending on December 31, 2016 on Exhibit III.A, in each case by applicable
currency. The Net Working Capital as so determined for the 3-month period ending on March 31, 2017 and the 9-month period ending on
December 31, 2016 shall then be averaged over the total 12-month period ending on March 31, 2017 by relevant applicable currency,
yielding Target Net Working Capital in each relevant applicable currency.

(b) The Sellers shall provide to the Buyers in writing by June 12, 2017 their calculation of Net Working Capital for the 3-month period ending
on March 31, 2017 by applicable currency, and their determination of Target Net Working Capital by applicable currency (the “Seller
Target Proposal”). The Buyers shall have 9 Business Days after receipt by the Buyers of the Seller Target Proposal to review the Seller
Target Proposal. For the purposes of this review, the Sellers shall cause the Company Group and its Subsidiaries to provide reasonable
assistance to the Buyers and their representatives in their review of the Seller Target Proposal (including by furnishing on a timely basis all
information reasonably necessary or useful in connection with such review) and shall provide the Buyers and their representatives
reasonable access during normal business hours to the books, records (including work papers, schedules, memoranda and other
documents), supporting data and relevant personnel of the Company Group and its Subsidiaries for purposes of their review of the Seller
Target Proposal. If the Buyers disagree with the Seller Target Proposal, the Buyers shall by the end of such 9-Business-Day period notify
the Sellers in writing of such disagreement by setting forth the Buyers’ specific bases for objection to the Seller Target Proposal and the
Buyers’ calculation of Target Net Working Capital (a “Target Objection Notice”). If the Buyers do not deliver a Target Objection Notice
within the time period specified above, then the Sellers’ determination of Target Net Working Capital, as set forth in the Seller Target
Proposal, shall be deemed to have been accepted by the Buyers and shall be final and binding on all Parties. If a Target Objection Notice is
delivered to the Sellers, then the Buyers and the Sellers shall negotiate in good faith to resolve their disagreements with respect to the
computation of Target Net Working Capital. In the event that the Buyers and the Sellers are



unable to resolve such disagreements within 10 days after the Sellers’ receipt of such Target Objection Notice (or such longer period as the Buyers
and the Sellers may agree in writing), the Buyers and the Sellers shall submit such disagreements to the Accounting Firm.

(c) The Accounting Firm shall make a final and binding determination with respect to the computation of Target Net Working Capital. The
Accounting Firm shall be directed to make its determination within fifteen Business Days after submission of the matter to them and to the
extent not inconsistent with the foregoing and other provisions of this Schedule III, in accordance with the guidelines and procedures set
forth on Exhibit C to the Agreement, mutatis mutandis. The Buyers and the Sellers shall cooperate with the Accounting Firm during the
term of its engagement and shall use reasonable best efforts to cause the Accounting Firm to resolve all remaining disagreements with
respect to the computation of Target Net Working Capital. The Accounting Firm shall consider only those items and amounts in the
Sellers’ and the Buyers’ respective calculations of Target Net Working Capital as set forth in the Seller Target Proposal and in the Target
Objection Notice, including each of the components thereof, that are identified as being items and amounts to which the Buyers and the
Sellers have been unable to agree. In resolving any disputed item, the Accounting Firm may not assign a value to any item greater than the
greatest value for such item claimed by either Party or less than the smallest value for such item claimed by either Party, in each case as set
forth in the Seller Target Proposal and in the Target Objection Notice, as applicable. The Accounting Firm’s determination of Target Net
Working Capital, including each of the components thereof, shall be based solely on written materials submitted by the Buyers and the
Sellers (i.e., not on independent review) and on the definitions, terms and conditions included in this Schedule and in the Agreement. The
determination of the Accounting Firm shall be conclusive and binding upon the Parties and shall not be subject to appeal or further review.
The cost and expenses of the Accounting Firm in determining Target Net Working Capital shall be borne by the Buyers, on the one hand,
and the Sellers, on the other hand on a 50-50 basis.

Net Working Capital Principles

The current assets and current liabilities used in determining Net Working Capital shall be those reflected in the accounts set forth Exhibit III.A to
this Schedule. Net Working Capital shall be determined eliminating all inter-company transactions and in accordance with the other provisions of
Exhibit III.A to this Schedule and otherwise in accordance with the Accounting Methods. Target Net Working Capital shall determined without
taking into account (a) any Company Group Transaction Expenses or (b) any fees or expenses of the Sellers, the Seller Guarantors or any of their
Affiliates which are not the Company Group or any of its Subsidiaries or (c) to the extent not already included in the immediately preceding clause
(a), any of the sale transaction or retention bonuses contemplated by the agreements identified in Section 6.12(f) of the Disclosure Schedules. In
determining Closing Net Working Capital, (i) the sale transaction bonuses contemplated by the two agreements with Douglas B. Jeffrey and Simo
Jutila identified in Section 6.12(f) of the Disclosure Schedules and the related employer and other employment-related Taxes and benefits in
connection therewith, as further provided for in the Agreement, and (ii) all other Company Group Transaction Expenses shall, in each case, be
accrued and treated as current liabilities, it being understood, for the avoidance of doubt, that the retention bonuses contemplated by the
agreements with Douglas B. Jeffrey and Simo Jutila identified in Section 6.12(f) of the Disclosure



Schedules shall not be accrued or treated as current liabilities in determining Closing Net Working Capital and shall be and remain a responsibility
of the Company Group in accordance with the terms and conditions of such retention bonuses included in such agreements (for avoidance of
doubt, the sales and retention bonus payable to Stephen D. Smith shall, as a result of the release contemplated by the Agreement as a condition to
Closing, not be accrued or treated as a current liability in determining Closing Net Working Capital and shall not otherwise be treated as a
Company Group Transaction Expense).



Schedule III.A

Target Net Working Capital and Closing Net Working Capital shall factor in the following adjustments:

• Exclude all cash, external Indebtedness, intercompany receivables/payables, related party receivable/payables and income tax
prepaid/accruals

• Ensure cash balances have been reduced for any checks outstanding

• Exclude aged accrued payables at Nicholson Manufacturing Co. related to Madill royalty payments and E&Y consulting fees

• Exclude energy savings investment credit current liability at Valon Kone

• Exclude auto loans and dividend payable at VN Services NV

• Exclude accrued bonus, however the sale transaction bonuses contemplated by the two agreements with Douglas B. Jeffrey and Simo
Jutila shall be included in the Closing Net Working Capital calculation

  Average Average Average Average Average Average Average Average Average Average Average Average

Net Working Capital Adjustment  Trailing Trailing Trailing Trailing Trailing Trailing Trailing Trailing Trailing Trailing Trailing Trailing

By Entity in Local Currency  9 Months 9 Months 9 Months 9 Months 9 Months 9 Months 9 Months 9 Months 9 Months 9 Months 9 Months 9 Months

  LC LC LC LC LC LC LC LC LC LC LC LC

(In thousands, except per share amounts and %)  NMElin NML NMC VNS VKElim VKOY VKAB VKR VKS VKNA NIElim NIP

              
Cash  12,228 (565) 2 658 — 7,048 13,050 25,166 31 458 — —

Accounts Receivable  — 4,095 83 402 — 1,308 8,590 1,459 — 806 — —

Intercompany Asset  (15,577) 4,430 12,228 — (2,258) 1,816 — — 320 — (301) —

Related Party Receivable  — — — — — — — — — 217 — —

Inventory  — 14,486 — 1,443 (1,622) 5,593 3,921 29,269 — 3,381 (403) —

Other Receivables  — 342 — — — 246 — 359 — 71 — —

Accrued Income  — — 6 2 — 399 — 2,963 12 41 — —

Current Assets  (3,350) 22,787 12,318 2,504 (3,880) 16,410 25,562 59,216 363 4,973 (704) —

              
Short-term Debt  — (5,301) — — — — — — — — — —

Accounts Payable & Accrual Liabilities  120 (1,606) (502) (405) — (714) (4,693) (5,927) — 49 — —

AP Clearing  — 697 — — — — — — — — — —

Intercompany Liability  3,225 — (3,225) — 2,258 (201) — (12,637) — (698) 301 (279)

Related Party Liability  — — — — — — — — — (364) — 522

Warranty Reserve  — (802) — — — (102) — — — — — —

Customer Deposits  — (3,341) — — — (1,634) (3,575) (6,473) — (470) — —

Deferred Revenue  — (369) — — — — — — — — —  

Accrused Income Taxes  — (1,814) — — — — 308 — — — — —

Accrued Income Tax Clearing  — 1,635 — — — — 347 — — — — —

Accrued Expenses  — — — — — (334) — — 1 (72) — —

Other Current Liabilities  — (1,291) — — — (790) (2,663) — 5 (191) — —

Current Liabilities  3,345 (13,586) (3,727) (405) 2,258 (3,775) (10,583) (24,728) 6 (1,843) 301 (801)

Net Working Capital  (4) 9,201 8,591 2,100 (1,622) 12,635 14,978 34,488 369 3,130 (403) (801)

EXCLUSIONS:              

Cash  (12,228) 565 (2) (658) — (7,048) (13,050) (25,166) (31) (458) — —

Vendor Checks Outstanding  — — 5 — — — — — — 28 — —

Intercompany Asset  15,577 (4,430) (12,228) — 2,258 (1,816) — — (320) — 301 —

Related Party Receivable  — — — — — — — — — (217) — —

Short-term Debt  — 5,301 — — — — — — — — — —

Accrued Bonus  — 133 — — — — — — — 13 — —

Intercompany Liability  (3,225) — 3,225 — (2,258) 201 — 12,637 — 698 (301) 279

Related Party Liability  —  — — — — — — — 364 — 522

E&Y Consulting Fee  — — 29 — — — — — — — — —

Energy Savings Tax Credit  — — — — — 66 — — — — — —

VNS Car Loan  — — — 9 — — — — — — — —

Accrued Income Taxes  — 1,814 — 10 — — — (308) — — — —

Accrued Income Tax Clearing  — (1,635) — — — — (347) — — — — —

Adjusted Working Capital  120 10,950 (379) 1,461 (1,622) 4,037 1,581 21,651 19 3,557 (403) —



Exhibit 10.1
FIRST AMENDMENT TO AMENDED AND RESTATED CREDIT AGREEMENT AND LIMITED CONSENT

This FIRST AMENDMENT TO AMENDED AND RESTATED CREDIT AGREEMENT AND LIMITED CONSENT (this “First
Amendment”), dated as of May 24, 2017 and, made by and among KADANT INC., a Delaware corporation (the “Borrower”), the Subsidiary
Guarantors parties hereto, the Foreign Subsidiary Borrowers parties hereto, the several banks and other financial institutions or entities parties
hereto (the “Lenders”), CITIZENS BANK, N.A., as administrative agent (the “Administrative Agent”) and CITIZENS BANK, N.A., as
multicurrency administrative agent (the “Multicurrency Administrative Agent”; together with the Administrative Agent, the “Agents”).

Background

The Borrower, the Subsidiary Guarantors, the Foreign Subsidiary Borrowers, the Agents and the Lenders entered into an Amended and
Restated Credit Agreement dated as of March 1, 2017 (the “Original Credit Agreement”), as amended by this First Amendment and as further
amended, modified or supplemented from time to time, the “Credit Agreement”.

The Borrower has informed the Agents and the Lenders that it or its Subsidiaries intends to acquire all of the Capital Stock of one or more
entities that have been identified to the Agents (the “Acquisition Target”) (and delivered a copy of a letter of intent regarding such transaction
dated March 16, 2017) through the Borrower or one or more of the Borrower’s wholly-owned subsidiaries (individually, and collectively, the
“Kadant Purchaser”) (such acquisition transaction, the “ Identified Acquisition”) which Identified Acquisition shall be funded, in part, with Loans
to be advanced under the Credit Agreement (such extension of credit by the Lenders, the “Acquisition Advance”).

The Borrower has requested that the Agents and the Lenders (a) agree that the conditions to each extension of credit to the Borrower
and/or a Foreign Subsidiary Borrower set forth in Sections 5.2 and 5.3 of the Original Credit Agreement, as applicable, shall be limited as set forth
herein with respect to the Acquisition Advance and (b) amend the Original Credit Agreement to increase the Revolving Commitments from
$200,000,000 to $300,000,000.

Capitalized terms not defined herein shall have the meanings given such terms in the Original Credit Agreement. This First Amendment
constitutes a Loan Document for all purposes under the Credit Agreement and the other Loan Documents.

NOW, THEREFORE, in consideration of the promises and the agreements, provisions and covenants herein contained, the Borrower, the
Subsidiary Guarantors, the Foreign Subsidiary Borrowers, the Agents and the Lenders hereby agree as follows:

1.     Limited Consent and Agreement. Subject to the terms and conditions herein contained and in reliance upon the representations and
warranties of the Borrower herein contained, effective upon satisfaction of the conditions precedent contained in Section 3 below, the Agents and
the Lenders hereby agree that the conditions to each extension of credit to the Borrower and/or a Foreign Subsidiary Borrower set forth in Sections
5.2 and 5.3 of the Credit Agreement, as applicable, shall be limited as set forth below with respect to the Acquisition Advance to the extent that the
Identified Acquisition is consummated in connection therewith and the Revolving Commitments have not otherwise terminated prior to the date of
the consummation of the Identified Acquisition in accordance with the terms of the Credit Agreement (other than a termination resulting from any
Disregarded Default occurring after the execution of the definitive purchase agreement for the Identified Acquisition (the conditions to the
Acquisition Advance being referred to herein as the “Limited Funding Conditions”):
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(A)    The representations and warranties referenced in Section 5.2(a) of the Credit Agreement shall be limited to (x) those
representations and warranties set forth in Sections 4.3(a), 4.3(e), 4.4, 4.5, 4.11, 4.14, 4.19 and 4.21 of the Credit Agreement as those
representations and warranties relate to the Borrower and Kadant Purchaser, and (y) (limited to the best of Kadant Purchaser’s knowledge)
those representations and warranties made by or with respect to the Acquisition Target in the acquisition agreement entered into in
connection with the Identified Acquisition as are material to the interests of the Lenders, but only to the extent Kadant Purchaser is entitled
to terminate such acquisition agreement on the basis of such representations and warranties.

(B)    The Defaults and Events of Default referred to in Section 5.2(b) of the Credit Agreement shall be limited to those Events of
Default which are not Disregarded Defaults.

The parties hereto acknowledge and agree to the following in connection with the consent granted pursuant to this Section 1:

(i)    The Limited Funding Conditions apply solely to the Acquisition Funding to the extent consummated on or before 120 days
after the LCT Test Date and not to any other funding under the Credit Agreement.

(ii)    The Acquisition Funding shall also be subject to the following conditions: (x) the Identified Acquisition shall constitute a
“Permitted Acquisition” under (and as defined in) the Credit Agreement except that (I) the occurrence of a Disregarded Default shall be
disregarded for the purposes of determining compliance with clause (c) of the definition of “Permitted Acquisition,” and (II) compliance
with clauses (d) and (e) of the definition of “Permitted Acquisition” shall be subject to Section 1.9 of the Original Credit Agreement and
(y) on the date of the Acquisition Funding, the Borrower shall (I) certify that no Default or Event of Default (based on the Borrower’s
knowledge with respect to the Acquisition Target) has occurred or is continuing both before and after giving effect to the Acquisition
Funding and the Acquisition, or (II) certify that no Default or Event of Default other than a Disregarded Default has occurred or is
continuing both before and after giving effect to the Acquisition Funding and the Identified Acquisition and provide a list of all such
Disregarded Defaults (based on the Borrower’s knowledge with respect to the Acquisition Target) that have occurred and are continuing as
of such date.

(iii)    The Lenders’ agreement to fund the Acquisition Advance subject to the Limited Funding Conditions is not intended (and
should not be construed) as a waiver of any Disregarded Default existing at the time of such Acquisition Advance or of any of the Agents’
or the Lenders’ rights and remedies with respect thereto, all of which are hereby reserved and preserved in their entirety by the Agents and
the Lenders.

The foregoing limited consent and limited waiver is limited to the Identified Acquisition as set forth herein and is not a commitment or agreement
to grant any consent or waiver in the future.

2.    Amendments to Original Credit. Subject to the terms and conditions herein contained and in reliance on the representations and
warranties of the Borrower herein contained, effective upon satisfaction of the conditions precedent contained in Section 3 below, the following
amendments are incorporated into the Original Credit Agreement

(A)    Section 1.1 of the Original Amended Credit Agreement is hereby amended to delete the text in the definition of “Revolving
Commitment” and to insert the following in lieu thereof:
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“Revolving Commitment”: as to any Lender, the obligation of such Lender, if any, to make Revolving Loans (which includes
Multicurrency Revolving Loans and participate in Swingline Loans and Letters of Credit (which includes Multicurrency L/C Obligations) in an
aggregate principal and/or face amount not to exceed the amount set forth under the heading “Revolver” opposite such Lender’s name on Schedule
1.1 or in the Assignment and Assumption pursuant to which such Lender became a party hereto, as the same may be changed from time to time
pursuant to the terms hereof. The original amount of the Total Revolving Commitments on the First Amendment Effective Date is $300,000,000.

(B)    Schedule 1.1 of the Original Credit Agreement is hereby deleted and the Schedule 1.1 attached to this First Amendment is inserted in
lieu thereof.

(C)    Section 1.1 of the Original Credit Agreement is hereby amended to add the following new definition:

“First Amendment Effective Date”: the date all of the conditions precedent in that certain First Amendment to Amended and Restated
Credit Agreement dated as of May 24, 2017, entered into among the Agents, the Borrower, the Foreign Subsidiary Borrowers and the Subsidiary
Guarantors, are satisfied.

The foregoing amendments are limited to those set forth herein and is not a commitment or agreement to grant any amendment in the
future

3.    Conditions Precedent.

The provisions of this First Amendment shall be effective as of the date on which all of the following conditions shall be satisfied:

(a)    the Borrower, each Subsidiary Guarantor and each Foreign Subsidiary Borrower shall have delivered to the Agents
an executed counterpart of this First Amendment;

(b)    the Agents and the Lenders shall have indicated their consent and agreement by executing this First Amendment; and

(c)    the Borrower shall have paid all of the Agents’ fees and expenses and all amounts required under that certain fee
letter dated as of April 7, 2017 between the Administrative Agent and the Borrower.

5.    Miscellaneous.

(a)    Ratification. The terms and provisions set forth in this First Amendment shall modify and supersede all inconsistent
terms and provisions set forth in the Original Credit Agreement and except as expressly modified and superseded by this First Amendment, the
terms and provisions of the Original Credit Agreement and the other Loan Documents are ratified and confirmed and shall continue in full force
and effect. The Borrower, the Foreign Subsidiary Borrowers, the Agents and the Lenders agree that the Original Credit Agreement as amended
hereby and the other Loan Documents shall continue to be legal, valid, binding and enforceable in accordance with their respective terms. For all
matters arising prior to the effective date of this First Amendment, the Original Credit Agreement (as unmodified by this First Amendment) shall
control.
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(b)    Representations and Warranties. The Borrower hereby represents and warrants to the Agents that the representations
and warranties set forth in the Loan Documents, after giving effect to this First Amendment, are true and correct in all material respects (or all
respects to the extent already qualified by materiality or the occurrence of a Material Adverse Effect) on and as of the date hereof, with the same
effect as though made on and as of such date except with respect to any representations and warranties limited by their terms to a specific date. The
Borrower further represents and warrants to the Agents and the Lenders that the execution and delivery of this First Amendment (i) are within the
Borrower’s and each Foreign Subsidiary Borrower’s organizational power and authority; (ii) have been duly authorized by all necessary
organizational action of the Borrower and each Foreign Subsidiary Borrower; (iii) is not in contravention of any provision of the Borrower’s or any
Foreign Subsidiary Borrower’s organizational documents; (iv) do not violate any law or regulation, or any order or decree of any Governmental
Authority; (v) do not conflict with or result in the breach or termination of, constitute a default under or accelerate any performance required by,
any material indenture, mortgage, deed of trust, lease, agreement or other material instrument to which either the Borrower or any Foreign
Subsidiary Borrower is a party or by which Borrower, any Foreign Subsidiary Borrower or any of their property is bound. All representations and
warranties made in this First Amendment shall survive the execution and delivery of this First Amendment.

(c)    Expenses of the Agent. As provided in the Credit Agreement, the Borrower agrees to pay all reasonable costs and
expenses incurred by the Agents in connection with the preparation, negotiation, and execution of this First Amendment, including without
limitation, the reasonable costs and fees of the Agents’ legal counsel.

(d)    Severability. Any provision of this First Amendment held by a court of competent jurisdiction to be invalid or
unenforceable shall not impair or invalidate the remainder of this First Amendment and the effect thereof shall be confined to the provision so held
to be invalid or unenforceable.

(e)    Applicable Law. This First Amendment shall be governed by and construed in accordance with the laws of the State
of New York.

(f)    Successors and Assigns. This First Amendment is binding upon and shall inure to the benefit of the Agents, the
Lenders and the Borrower, the Foreign Subsidiary Borrowers and their respective successors and assigns.

(g)    Counterparts. This First Amendment may be executed in one or more counterparts and on facsimile counterparts or
other electronic transmission, as permitted under the Original Credit Agreement, each of which when so executed shall be deemed to be an
original, but all of which when taken together shall constitute one and the same agreement.

(h)    Headings. The headings, captions, and arrangements used in this First Amendment are for convenience only and
shall not affect the interpretation of this First Amendment.

(i)    ENTIRE AGREEMENT. THIS FIRST AMENDMENT EMBODIES THE ENTIRE AGREEMENT AMONG THE
PARTIES HERETO WITH RESPECT TO THE SUBJECT MATTER THEREOF, AND SUPERSEDES ANY AND ALL PRIOR
REPRESENTATIONS AND UNDERSTANDINGS, WHETHER WRITTEN OR ORAL, RELATING TO THIS AMENDMENT. THERE ARE
NO ORAL AGREEMENTS AMONG THE PARTIES HERETO WITH RESPECT TO THE SUBJECT MATTER HEREOF.
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(j)    Acknowledgement and Reaffirmation. Each of the Borrower, as a guarantor, and Kadant Black Clawson LLC, Kadant
Johnson China – WX Holding Inc., Kadant International Holdings LLC and Kadant Johnson LLC (collectively, the “Subsidiary Guarantors” and
together with the Borrower, the “Guarantors”), hereby acknowledges the consents granted, and amendments effected, pursuant to this First
Amendment and reaffirms its guaranty of the Borrower Obligations and the Foreign Subsidiary Borrower Obligations (each as defined in the
Guarantee) pursuant to that certain Amended and Restated Guarantee Agreement, dated as of March 1, 2017 (as amended, supplemented or
otherwise modified from time to time, the “Guarantee”), among the Guarantors and the Administrative Agent.

[Remainder of Page Intentionally Left Blank]
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IN WITNESS WHEREOF, the parties hereto have caused this First Amendment to be duly executed and delivered by their proper and duly
authorized officers as of the day and year first above written.

KADANT INC.
  

By: /s/ Daniel J. Walsh
 Name: Daniel J. Walsh
 Title: Treasurer
  

  

KADANT U.K. LIMITED
  

By: /s/ Kevin Callus
 Name: Kevin Callus
 Title: Managing Director
  

  

KADANT CANADA CORP.
  

By: /s/ Daniel J. Walsh
 Name: Daniel J. Walsh
 Title: Treasurer
  

  

KADANT JOHNSON EUROPE B.V.
  

By: /s/ Fredrik H. Westerhout
 Name: Fredrik H. Westerhout
 Title: Managing Director
  

  

KADANT INTERNATIONAL LUXEMBOURG
SCS
  

By: /s/ Michael J. McKenney
 Name: Michael J. McKenney
 Title: Manager

[Signature Page-First Amendment to Amended and Restated Credit Agreement and Limited Consent]
(S-1)



KADANT JOHNSON DEUTSCHLAND GmbH
  

  

By: /s/ Jörg Krischer
 Name: Jörg Krischer
 Title: Managing Director
  

Subsidiary Guarantors:
  

Kadant Black Clawson LLC
By: Kadant Inc., its sole member

  

By: /s/ Daniel J. Walsh
Name: Daniel J. Walsh
Title: Treasurer
  

Kadant Johnson China WX Holding Inc.
  

By: /s/ Daniel J. Walsh
Name: Daniel J. Walsh
Title: Treasurer
  

Kadant International Holdings LLC
By: Kadant Inc., its sole member

  

  

By: /s/ Daniel J. Walsh
Name: Daniel J. Walsh
Title: Treasurer
  

Kadant Johnson LLC
By: Kadant Inc., its sole member

 

By: /s/ Daniel J. Walsh
Name: Daniel J. Walsh
Title: Treasurer
  

  

[Signature Page-First Amendment to Amended and Restated Credit Agreement and Limited Consent]
(S-2)



CITIZENS BANK, N.A., as Administrative Agent
and
as a Lender
  

By: /s/ Seth Rogers
 Name: Seth Rogers
 Title: Vice President
  

[Signature Page-First Amendment to Amended and Restated Credit Agreement and Limited Consent]
(S-3)



CITIZENS BANK, N.A., as Multicurrency
Administrative Agent and as a Lender
  

By: /s/ Seth Rogers
 Name: Seth Rogers
 Title: Vice President
  

[Signature Page-First Amendment to Amended and Restate Credit Agreement and Limited Consent]
(S-4)



CITIZENS BANK, N.A., as a Lender
  

  

By: /s/ Seth Rogers
 Name: Seth Rogers
 Title: Vice President
  

[Signature Page-First Amendment to Amended and Restated Credit Agreement and Limited Consent]
(S-5)



WELLS FARGO BANK, NATIONAL
ASSOCIATION
  

  

By: /s/ David M. Crane
 Name: David M. Crane
 Title: Senior Vice President
  

[Signature Page-First Amendment to Amended and Restated Credit Agreement and Limited Consent]
(S-6)



U.S. BANK, NATIONAL ASSOCIATION
  

  

By: /s/ Ken Gorski
 Name: Ken Gorski
 Title: Vice President
  

[Signature Page-First Amendment to Amended and Restated Credit Agreement and Limited Consent]
(S-7)



HSBC BANK USA, N.A.
  

By: /s/ Pablo Pena
 Name: Pablo Pena
 Title: Vice President
  

[Signature Page-First Amendment to Amended and Restated Credit Agreement and Limited Consent]
(S-8)



SANTANDER BANK, N.A.
  

  

By: /s/ Karen Ng
 Name: Karen Ng
 Title: Senior Vice President
  

[Signature Page-First Amendment to Amended and Restated Credit Agreement and Limited Consent]
(S-9)



JPMORGAN CHASE BANK, N.A.
  

  

By: /s/ Brian Keenan
 Name: Brian Keenan
 Title: Vice President
  

[Signature Page-First Amendment to Amended and Restated Credit Agreement and Limited Consent]
(S-10)



HSBC BANK CANADA
  

  

By: /s/ Joseph Millott
 Name: Joseph Millott
 Title: Relationship Manager
  

By: /s/ Derek Bin Li
 Name: Derek Bin Li
 Title: Relationship Support Manager

[Signature Page-First Amendment to Amended and Restated Credit Agreement and Limited Consent]
(S-12)



Schedule 1.1

Lender
Total Revolving

Commitment
Citizens Bank, N.A. $60,000,000
Wells Fargo Bank, National Association $60,000,000
HSBC Bank USA, N.A $27,000,000
HSBC Bank Canada $18,000,000
U.S. Bank National Association $45,000,000

JPMorgan Chase Bank, National Association $45,000,000
Santander Bank, N.A. $45,000,000
  

Total Allocation $300,000,000



Exhibit 10.2

KADANT INC.
CASH INCENTIVE PLAN

(As reapproved and effective as of May 17, 2017)

1.    Purposes

The purposes of the Cash Incentive Plan of Kadant Inc. are (i) to enable the Company to attract, retain, motivate and reward
employees by providing an opportunity to earn incentive compensation under the Plan related to the performance of the Company and
its subsidiaries and (ii) to qualify such compensation paid as performance-based compensation within the meaning of Section 162(m)
of the Code, as required for employees subject to Section 162(m) of the Code.

2.    Definitions

Terms used in the Plan, and not otherwise defined, are defined as follows:

“Award” means a contingent award made to a Participant in accordance with the Plan that provides the Participant with the
opportunity to earn cash compensation based on the relative level of attainment of Performance Goals established by the Committee
for a Performance Period and on such other terms and conditions as the Committee shall determine.

“Board” means the Board of Directors of the Company.

“Code” means the U.S. Internal Revenue Code of 1986, as amended.

“Committee” means the Compensation Committee of the Board, or any other committee appointed by the Board to administer
the Plan, so long as the committee is comprised of solely of two or more members of the Board who are “outside directors” within the
meaning of Section 162(m).

“Company” means Kadant Inc., a Delaware corporation, or any successor to all or substantially all of the Company’s business.

“Eligible Employee” means each executive officer, officer, or other key employee of the Company or any Subsidiary
designated from time to time by the Committee as eligible to participate in the Plan.

“Participant” means any Eligible Employee who receives an Award under the Plan for a specified Performance Period.



“Performance Goals” means any one or a combination of the following: (i) earnings per share, (ii) return on average
shareholders’ equity or average assets, (iii) earnings, (iv) earnings or earnings per share growth, (v) earnings before interest, taxes and
amortization (EBITA), (vi) earnings before interest, taxes, depreciation and amortization (EBITDA), (vii) operating income, (viii)
operating margins, (ix) division income, (x) revenues, (xi) expenses, (xii) stock price, (xiii) market share, (xiv) return on sales, assets,
equity, or investment, (xv) achievement of balance sheet or income statement objectives, (xvi) cash provided from operations, (xvii)
stock price appreciation, (xviii) shareholder return, (xix) strategic initiatives, (xx) cost control, (xxi) net operating profit after tax,
(xxii) pre-tax or after-tax income, (xxiii) cash flow, (xxiv) financial ratios contained in the Company’s debt instruments, and (xxv) any
other objective goals established by the Committee, with respect to Awards not required to qualify under Section 162(m).

“Performance Period” for an Award means the fiscal year of the Company, unless another period of time for the measurement
of the extent to which the applicable Performance Goals are attained is designated by the Committee at the time the Award is made.

“Plan” means the Kadant Inc. Cash Incentive Plan, as amended from time to time.

“Section 162(m)” means Section 162(m) of the Code.

“Subsidiary” means (i) a corporation or other entity with respect to which the Company, directly or indirectly, has the power,
whether through the ownership of voting securities, by contract or otherwise, to elect at least a majority of the members of such
corporation’s board of directors or analogous governing body or (ii) any other corporation or other entity in which the Company,
directly or indirectly, has at least a majority equity or similar interest.

3.    Administration

The Plan shall be administered by the Committee which shall have full power and authority, in its discretion, but subject to the express
provisions of this Plan, to:

• select Participants from Eligible Employees;
• establish the terms and conditions of Awards, including the times at which Awards are made, the Performance Period to

which an Award relates, and the Performance Goals to which an Award is subject;
• determine the extent to which cash payments are actually earned pursuant to Awards and the amounts to be paid;
• prescribe, amend and rescind rules and regulations relating to the Plan; and
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• interpret this Plan and make all determinations necessary or advisable for the administration of the Plan.

The determinations of the Committee pursuant to its authority under the Plan shall be conclusive, final and binding.    No member of
the Committee shall be liable for any action or determination made in good faith with respect to the Plan or any Award.

4.    Eligibility

Awards may be granted to any Eligible Employee.

5.    Awards

The Committee shall, in its sole discretion, determine which Eligible Employees shall receive Awards and shall determine the
Performance Period relating to each Award. For each Performance Period applicable to an Award, the Committee shall establish one or
more Performance Goals, or any combination of Performance Goals, applicable to such Award and the other terms and conditions of
the Award. Such Performance Goals and other terms and conditions shall be established by the Committee in its sole discretion as it
shall deem appropriate and in the best interests of the Company and shall be established (i) within 90 days after the first day of the
Performance Period and (ii) before 25% of the Performance Period has elapsed.

Performance Goals may take the form of absolute goals or goals relative to past performance of the Company or the current or past
performance of one or more other companies comparable or similarly situated to the Company or of an index covering multiple
companies. To the extent not inconsistent with qualification for an exemption from the deduction limit under Section 162(m), the
Committee may specify that the Performance Goals exclude or be adjusted to reflect any one or more of (i) extraordinary items or
other unusual or non-recurring items, (ii) discontinued operations, (iii) gains or losses on the dispositions of operations, (iv) effects of
changes in accounting principles, (v) the write down of any asset or other impairment, (vi) the effect of foreign currency fluctuations,
and (vii) charges for restructuring and rationalization programs. The Committee may establish Performance Goals that are particular to
a Participant, or the department, branch, line of business, subsidiary, segment or other unit in which the Participant is employed or for
which the Participant has supervisory responsibility and may cover such Performance Period as specified by the Committee.

After the end of each Performance Period for which the Committee has granted Awards, the Committee shall certify in writing the
extent to which the Performance Goals established by the Committee for the Performance Period have been achieved and shall
authorize the Company to make Award payments to Participants in accordance with the terms of the Awards. In no event shall the
amount paid to a Participant in accordance with the terms of an Award by reason of Performance Goal achievement exceed $5,000,000
in any calendar year. Award payments shall be made to a Participant only upon the achievement of the applicable Performance Goals,
except that the Committee
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may waive the achievement of Performance Goals in the event of the death, disability, a change in control of the Company or, for
Awards not required to qualify under Section 162(m), such other event as the Committee may deem appropriate. Award payments to a
Participant with respect to a Performance Period shall be made no later than the 15th day of the third month following the end of the
taxable year of the Participant within which the last day of such Performance Period occurs.

                    
The Committee may at any time, in its sole discretion, cancel an Award or eliminate or reduce (but not increase) the amount payable
pursuant to the terms of an Award without the consent of a Participant.

The Committee shall have the power to impose such other restrictions on Awards as it may deem necessary or appropriate to ensure
that such Awards satisfy all requirements for “performance-based compensation” within the meaning of Section 162(m)(4)(C), or any
successor provision to such section of the Code.

6.    Transferability

Awards shall not be subject to the claims of creditors and may not be assigned, alienated, transferred or encumbered in any way other
than by will or the laws of descent and distribution.

7.    Withholding Taxes

The Company may withhold or cause to be withheld from any and all cash payments made under this Plan such amounts as are
necessary to satisfy all U.S. federal, state and local withholding tax requirements related to Awards or in accordance with the
Company’s payroll practices as from time to time in effect.

8.    Amendment and Termination

The Committee may amend, modify or terminate the Plan in any respect at any time without the consent of Participants, provided that
(i) no amendment or termination of the Plan may adversely affect any previously-granted Award without the consent of the affected
Participant, except to the extent necessary to comply with Section 409A of the Code, and (ii) no amendment which would require
shareholder approval under Section 162(m) may be effected without such shareholder approval.

9.    Effective Date and Term of the Plan

This Plan shall be effective for the 2007 fiscal year of the Company, which begins December 31, 2006; provided however, that the
Plan shall be void ab initio unless approved by a vote of the Company’s Shareholders at the annual shareholders’ meeting of the
Company following adoption of the Plan by the Board and Committee.
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Unless terminated earlier by action of the Board, the Plan shall expire on the date of the annual meeting of the Company’s
shareholders held in 2022, unless the Plan is extended and reapproved by a vote of the Company’s shareholders at the annual
shareholders’ meeting held in 2022. Expiration of the Plan shall not affect any Awards outstanding on the date of the expiration and
such Awards shall continue to be subject to the terms of the Plan, notwithstanding its termination. Upon expiration of the Plan, no
further Awards may be granted under the Plan.

10.    Miscellaneous

(a) No Rights to Awards or Employment. This Plan is not an employment contract between the Company and an Eligible Employee or
Participant. No Eligible Employee shall have any claim or right to receive Awards under the Plan. Nothing in the Plan shall confer
upon any employee of the Company any right to continued employment with the Company or any Subsidiary or interfere in any way
with the right of the Company or a Subsidiary to terminate the employment of any of its employees at any time, with or without cause,
including, without limitation, any individual who is then a Participant in the Plan.

(b) Other Compensation. Nothing in this Plan shall preclude or limit the ability of the Company to pay any compensation to a
Participant under any other additional compensation and benefits plans, programs and arrangements, including, without limitation, any
employee benefit plan, equity plan, or bonus plan, program or arrangement.

(c) Severability. If any provision of this Plan is held unenforceable, the remainder of the Plan shall continue in full force and effect
without regard to such unenforceable provision and shall be applied as though the unenforceable provision were not included in the
Plan. In addition, if any provision of this Plan would cause Awards not to constitute “qualified performance-based compensation”
under Section 162(m), that provision shall be severed from, and shall be deemed not to be part of, the Plan, but the other provisions
hereof shall remain in full force and effect. Any specific action by the Committee that would violate Section 162(m) and regulations
thereunder shall be void.

    
(d) Governing Law. The Plan and all actions taken under the Plan shall be governed by and construed in accordance with the laws of
the State of Delaware.

As reapproved and in effect 5/17/2017
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Exhibit 10.3

KADANT INC.
AMENDED AND RESTATED

2006 EQUITY INCENTIVE PLAN

(As amended and restated effective as of May 17, 2017)
1.    Purpose

The purpose of this 2006 Equity Incentive Plan (the “Plan”) of Kadant Inc. (the “Company”) is to advance the interests of the
Company and its stockholders by enhancing the Company’s ability to attract, retain and motivate persons (such as employees, officers
and directors of, and consultants to, the Company and its subsidiaries) who are expected to make significant contributions to the future
growth and success of the Company and its subsidiaries. The Plan is intended to accomplish these goals by enabling the Company to
offer such persons equity ownership opportunities or performance-based stock incentives in the Company, or any combination thereof
(“Awards”), that are intended to align their interests with those of the Company’s stockholders and to encourage them to continue in
the service of the Company and to pursue the long-term growth, profitability and financial success of the Company.

2.    Administration

The Plan will be administered by the Board of Directors of the Company (the “Board”). The Board shall have full power to
interpret and administer the Plan, including full authority to:

• prescribe, amend and rescind rules and regulations relating to the Plan and Awards,
• select the persons to whom Awards will be granted (“Participants”),
• determine the type and amount of Awards to be granted to Participants (including any combination of Awards),
• determine the terms and conditions of Awards granted under the Plan (including terms and conditions relating to events of

merger, consolidation, dissolution and liquidation, change in control, vesting, forfeiture, restrictions, dividends and
interest, if any, on deferred amounts),

• waive compliance by a Participant with any obligation to be performed by him or her under an Award,
• waive any term or condition of an Award, cancel an existing Award in whole or in part with the consent of a Participant,
• grant replacement Awards,
• accelerate the vesting or lapse of any restrictions of any Award,
• correct any defect, supply any omission or reconcile any inconsistency in the Plan or in any Award, and
• adopt the form of instruments evidencing Awards under the Plan and change such forms from time to time.
Any interpretation by the Board of the terms and provisions of the Plan or any Award thereunder and the administration

thereof, and all action taken by the Board, shall be final, binding and conclusive on all parties and any person claiming under or
through any party. No director shall be liable for any action or determination made in good faith.
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The Board may, to the full extent permitted by law, delegate any or all of its responsibilities under the Plan to a committee (the

“Committee”) appointed by the Board and consisting of independent members of the Board. All references in the Plan to the “Board”
shall mean the Board or a Committee of the Board to the extent that the Board’s powers or authority under the Plan have been
delegated to such Committee.

3.    Effective Date

The Plan was adopted by the Board on March 7, 2006 and approved by the Company’s stockholders on May 25, 2006. No
Awards may be under the Plan after May 20, 2024.

4.    Shares Available for Awards

4.1    Authorized Number of Shares

Subject to adjustment as provided in Section 9.6, the total number of shares of common stock of the Company, par value $.01
per share (the “Common Stock”), reserved and available for distribution under the Plan shall be 1,755,000 shares. Such shares may
consist, in whole or in part, of authorized and unissued shares or treasury shares.

4.2    Share Counting

The following rules shall apply in determining the number of shares of Common Stock remaining available for issuance under
the Plan:

• shares of Common Stock covered by Awards of stock appreciation rights shall be counted against the number of shares
available for the grant of Awards under the Plan; provided that Awards of stock appreciation rights that may be settled in
cash only shall not be so counted;

• if any Award of shares of Common Stock expires or terminates without having been exercised in full, is forfeited or is
otherwise terminated, surrendered or cancelled in whole or in part (including as a result of shares of Common Stock subject
to such Award being repurchased by the Company pursuant to the terms of any Award, the unused shares of Common
Stock covered by such Award shall be available again for the future grant of Awards under the Plan, subject, however, in
the case of Incentive Stock Options (as hereinafter defined), to any applicable limitations under the Internal Revenue Code
of 1986, as amended (the “Code”);

• if any Award results in Common Stock not being issued (including as a result of an stock appreciation right that could be
settled either in cash or in stock and was actually settled in cash), the unused shares of Common Stock covered by such
Award shall be available again for the future grant of Awards under the Plan, subject, however, in the case of Incentive
Stock Options (as hereinafter defined), to any limitations under the Code;

• Shares of Common Stock tendered to the Company by a Participant to purchase shares of Common Stock upon the exercise
of an Award or to satisfy tax withholding obligations (including shares retained from the Award creating the tax obligation),
the
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number of shares tendered shall be added to the number of shares of Common Stock available for the future grant of
Awards under the Plan; and

• Any shares of Common Stock underlying Awards granted in assumption of, or in substitution for, outstanding awards
previously granted by a company acquired by the Company or any of its subsidiaries or affiliates or with which the
Company or any of its subsidiaries or affiliates combines, shall not, unless required by law or regulation, count against the
number of shares of Common Stock available for the future grant of Awards under the Plan.

4.3    Participant Limitation

Subject to adjustment as provided in Section 9.6, the maximum number of shares of Common Stock permitted to be granted
under any Award or combination of Awards to a single Participant during any one calendar year shall be 500,000 shares of Common
Stock.

4.4    Non-employee Director Limitation

The maximum aggregate value of Awards granted under the Plan (based on their grant date fair value for financial reporting
purposes) and cash payable to any individual non-employee director in any fiscal year shall be $750,000.

5.    Eligibility

All of the employees, officers and directors of, and consultants to, the Company and its subsidiaries, or other persons are
eligible to receive Awards under the Plan. The Board, or other appropriate committee or person to the extent permitted pursuant to the
last two sentences of Section 2, shall from time to time select from among such eligible persons those who will receive Awards under
the Plan.

6.    Types of Awards

The Board may offer Awards under the Plan in any form of equity-based interest, equity-based incentive or performance-based
stock incentive in Common Stock of the Company or any combination thereof. The type, terms and conditions and restrictions of an
Award shall be determined by the Board at the time such Award is made to a Participant. An Award shall be made at the time specified
by the Board, shall be subject to such conditions or restrictions as may be imposed by the Board and shall conform to the general rules
applicable under the Plan as well as any special rules then applicable under federal tax laws or regulations or the federal securities
laws relating to the type of Award granted. In addition, Awards granted under the Plan shall comply with the minimum vesting
requirements applicable to the form of Award. Awards in the form of stock options and stock appreciation rights shall vest at a
minimum of 12 months from the date of grant, provided that the Board may grant up to a maximum of 100,000 shares of Common
Stock with a shorter vesting term.

Without limiting the foregoing, Awards may take the following forms and shall be subject to the following rules and
conditions:

3



6.1    Options

An option is an Award that entitles the holder on exercise thereof to purchase Common Stock at a specified exercise price.
Options granted under the Plan may be either incentive stock options (“incentive stock options”) that meet the requirements of Section
422 of the Code, or options that are not intended to meet the requirements of Section 422 of the Code (“nonstatutory options”).

6.1.1    Option Price. The price at which Common Stock may be purchased upon exercise of an option shall be determined by
the Board, provided however, the exercise price shall not be less than 100% of the fair market value per share of Common Stock as
determined by (or in a manner approved by) the Board as of the date of grant.

6.1.2    Option Grants. The granting of an option shall take place at the time specified by the Board. Options shall be
evidenced by written option agreements. Such agreements shall conform to the requirements of the Plan, and may contain such other
provisions (including but not limited to vesting and forfeiture provisions, acceleration, change in control, protection in the event of
merger, consolidations, dissolutions and liquidations) as the Board shall deem advisable. Option agreements shall expressly state
whether an option grant is intended to qualify as an incentive stock option or nonstatutory option.

6.1.3    Option Period. An option will become exercisable at such time or times (which may be immediately or in such
installments as the Board shall determine) and on such terms and conditions as the Board shall specify. The option agreements shall
specify the terms and conditions applicable in the event of an option holder’s termination of employment during the option’s term. No
option may be granted for a term in excess of 10 years.

Any exercise of an option must be in writing, signed by the proper person and delivered or mailed to the Company,
accompanied by (1) any additional documents required by the Board and (2) payment in full in accordance with Section 6.1.4 for the
number of shares for which the option is exercised.

6.1.4    Payment of Exercise Price. Stock purchased on exercise of an option shall be paid for as follows: (1) in cash or by
check (subject to such guidelines as the Company may establish for this purpose), bank draft or money order payable to the order of
the Company or (2) if so permitted by the instrument evidencing the option (or in the case of a nonstatutory option, by the Board at or
after grant of the option), (i) through the delivery of shares of Common Stock that have been outstanding for at least six months (or
such other minimum length of time the Board expressly approves) and that have a fair market value (determined in accordance with
procedures prescribed by the Board) equal to the exercise price, (ii) by delivery of a promissory note of the option holder to the
Company, payable on such terms as are specified by the Board, (iii) by delivery of an unconditional and irrevocable undertaking by a
broker to deliver promptly to the Company sufficient funds to pay the exercise price, (iv) by any combination of the foregoing
permissible forms of payment or (v) such other lawful consideration as the Board may determine.
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6.1.5    Limitation on Repricing. Unless approved by the Company’s stockholders, (i) no outstanding option granted under the
Plan may be amended to provide an exercise price per share that is lower than the current exercise price per share of such outstanding
option (other than adjustments pursuant to Section 9.6) and (ii) no outstanding option granted under the Plan may be cancelled,
exchanged, bought out, replaced or surrendered in exchange for cash, other Awards, or options with an exercise price that is less than
the current exercise price per share of such outstanding option (other than adjustments pursuant to Section 9.6).

6.1.6    Special Rules for Incentive Stock Options. Each provision of the Plan and each option agreement evidencing an
incentive stock option shall be construed so that each incentive stock option shall be an incentive stock option as defined in Section
422 of the Code or any statutory provision that may replace such Section, and any provisions thereof that cannot be so construed shall
be disregarded. Instruments evidencing incentive stock options shall contain such provisions as are required under applicable
provisions of the Code. Incentive stock options may be granted only to employees of the Company and its subsidiaries.

6.2    Stock Appreciation Rights

A stock appreciation right (“SAR”) is an Award entitling the recipient, upon exercise, to receive an amount in cash or Common
Stock or a combination thereof (in such form to be determined by the Board) determined in whole or in part by reference to
appreciation after the date of grant in the fair market value of a share of Common Stock. The terms of SARs shall be determined by
the Board in its discretion. SARs may be granted in tandem with, or separately from, Options granted under the Plan. No SAR may be
granted for a term in excess of 10 years.

6.2.1    Tandem Awards. Participants may be granted a tandem SAR, consisting of SARs granted with an underlying option,
exercisable upon such terms and conditions as the Board shall establish, provided that the tandem SAR will have the same exercise
price and maximum term of the underlying option. Tandem SARs shall provide that the Participant may elect between the exercise of
the underlying option for shares of Common Stock or the surrender of the option in exchange for a distribution from the Company in
an amount equal to the excess of (a) the fair market value (on the option surrender date) of the number of shares in which the
Participant is at the time vested under the surrendered option (or surrendered portion thereof) over (b) the aggregate exercise price
payable for such vested shares. No option surrender shall be effective unless it is approved by the Board, either at the time of the
actual option surrender or at any earlier time. If the option surrender is approved, then the distribution to the Participant may be made
in shares valued at fair market value (on the option surrender date), in cash, or party in shares and partly in cash, as the Board shall
deem appropriate. If the surrender of an option is not approved by the Board, then the Participant shall retain whatever rights he or she
had under the surrendered option (or surrendered portion thereof) on the option surrender date and may exercise such rights in
accordance with the terms of the option Award.

6.2.2    Stand-alone SARs. Participants may be granted a SAR not expressly granted in tandem with an option. The stand-
alone SAR shall cover a specified number of shares of Common Stock and will become exercisable at such time or times and on such
conditions as the Board may specify in the SAR Award. Upon exercise of a stand-alone SAR, a Participant shall
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be entitled to receive a distribution from the Company in an amount equal to the excess of (a) the fair market value (on the exercise
date) of the number of shares underlying the exercised right over (b) the aggregate base price in effect for those shares. The number of
shares underlying each stand-alone SAR and the base price in effect for those shares shall be determined by the Board at the time the
stand-alone SAR is granted, provided however, that the base price per share may not be less than the fair market value per underlying
share on the date of grant. The distribution to the Participant with respect to an exercised stand-alone SAR may be made in shares
valued at fair market value on the exercise date, in cash, or party in shares and partly in cash, as the Board shall deem appropriate.

6.2.3    Limitation on Repricing. Unless approved by the Company’s stockholders, (i) no outstanding SAR granted under the
Plan may be amended to decrease the exercise price or base price applicable to such SAR (other than adjustments pursuant to Section
9.6) and (ii) no outstanding SAR granted under the Plan may be cancelled, exchanged, bought-out, replaced or surrendered in
exchange for cash, other Awards, or SARs with an exercise price or base price that is less than the current exercise price or base price
per share applicable to such SAR (other than adjustments pursuant to Section 9.6)..

    
6.3    Restricted Stock and Restricted Stock Units

An Award of restricted stock entitles the recipient thereof to acquire shares of Common Stock upon payment of the purchase
price, if any, subject to restrictions specified in the instrument evidencing the Award. A restricted stock unit is an Award of a
contractual right to receive, at a future date, shares or an amount based on the fair market value of a share of Common Stock, subject
to restrictions specified in the instrument evidencing the Award.

6.3.1    Restricted Stock Awards. Awards of restricted stock and restricted stock units shall be evidenced by written
agreements. Such agreements shall conform to the requirements of the Plan, and may contain such other provisions (including
restriction and forfeiture provisions, restrictions based upon the achievement of specific performance goals, change in control,
protection in the event of mergers, consolidations, dissolutions and liquidations) as the Board shall deem advisable. Restricted stock
units awarded to a Participant may be settled in shares valued at fair market value on the settlement date, in cash, or partly in shares or
partly in cash, as the Board shall deem appropriate.

6.3.2    Restrictions. Until the restrictions specified in a restricted stock agreement shall lapse, restricted stock may not be sold,
assigned, transferred, pledged or otherwise encumbered or disposed of, and upon certain conditions specified in the restricted stock
agreement, must be resold to the Company for the price, if any, specified in such agreement. The restrictions shall lapse at such time or
times, and on such conditions, as the Board may specify. The Board may at any time accelerate the time at which the restrictions on all
or any part of the shares shall lapse.

6.3.3     Vesting. Awards of restricted stock or restricted stock units that vest based on the passage of time alone shall vest
ratably not less than each of the first three anniversaries of the date of grant (1/3 on the first anniversary, an additional 1/3 on the
second anniversary and 100% on the third anniversary). This vesting provision shall not apply to Awards that vest based on
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performance goals determined by the Board (including performance-based compensation Awards under Section 6.4). In addition, the
Board may grant up to a maximum of 250,000 shares of Common Stock with vesting provisions that vary from the first sentence of
this Section 6.3.3.

6.3.4    Rights as a Stockholder. A Participant holding an unvested Award of restricted stock units, including those subject to
performance goals, shall have no ownership interest in the shares of Common Stock to which the restricted stock units relate until the
shares have vested, payment with respect to such restricted stock units is actually made in shares of Common Stock and the underlying
shares have been issued. A Participant who acquires shares upon vesting of restricted stock will have all of the rights of a Stockholder
with respect to such shares including the right to receive dividends and to vote such shares. Dividends and other property payable to a
Participant shall be distributed only if and when the restrictions imposed on the applicable restricted stock lapse. Unless the Board
otherwise determines, certificates evidencing shares of restricted stock will remain in the possession of the Company until such shares
are free of all restrictions under the Plan.

6.3.5    Purchase Price. The purchase price of shares of restricted stock shall be determined by the Board, in its sole discretion.

6.3.6    Other Awards Settled With Restricted Stock. The Board may provide that any or all of the Common Stock delivered
pursuant to an Award will be restricted stock.
  

6.4    Performance-Based Compensation

6.4.1    Performance Awards. A performance Award entitles the recipient to receive, without payment, an amount, in cash or
Common Stock or a combination thereof (such form to be determined by the Board), following the attainment of performance goals.
Performance goals may be related to personal performance, corporate performance, departmental performance or any other category of
performance deemed by the Board to be important to the success of the Company. The Board will determine the performance goals,
the period or periods during which performance is to be measured and all other terms and conditions applicable to the Award.

6.4.2    Section 162(m) Performance-Based Awards. The Board may delegate the administration and grant of Awards to a
Committee approved by the Board, the members of which all are “outside directors” as defined by Section 162(m) (the “Section
162(m) Committee”), for the purpose of granting Awards that satisfy all the requirements for “performance-based compensation”
within the meaning of Section 162(m)(4)(C) of the Code (“Performance-based Compensation”). If the Section 162(m) Committee
determines, at the time a restricted stock Award or other stock-based Award is granted to a Participant, that such Participant is, or is
likely to be as of the end of the tax year in which the Company would claim a tax deduction in connection with such Award, a
“Covered Employee” (as defined in Section 162(m)), then the Section 162(m) Committee may provide that this Section 6.4.2 is
applicable to such Award. The Section 162(m) Committee may be the same as the Compensation Committee, if the members of the
Compensation Committee meet the criteria for the Section 162(m) Committee.
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6.4.2.1    Performance Measures. Awards subject to this Section shall provide that the lapsing of restriction and the
distribution of cash or shares pursuant to the Award, as applicable, shall be subject to the achievement of one or more objective
performance goals established by the Section 162(m) Committee, which shall be based on attainment of specified levels of one or any
combination of the following, which may be absolute in their terms or measured against or in relationship to other companies
comparably, similarly or otherwise situated, (collectively “Performance Measures”): (a) earnings per share, (b) return on average
equity or average assets in relation to a peer group of companies designated by the Section 162(m) Committee, (c) earnings, (d)
earnings growth, (e) earnings per share growth, (f) earnings before interest, taxes and amortization (“EBITA”), (g) earnings before
interest, taxes, depreciation and amortization (“EBITDA”), (h) operating income, (i) operating margins, (j) division income, (k)
revenues, (l) expenses, (m) stock price, (n) market share, (o) return on sales, assets, equity or investment, (p) achievement of balance
sheet or income statement objectives, (q) net cash provided from continuing operations, (r) stock price appreciation, (s) total
shareholder return, (t) strategic initiatives, (u) cost control, (v) net operating profit after tax, (w) pre-tax or after-tax income, (x) cash
flow, (y) net income, and (z) financial ratios contained in the Company’s debt instruments. To the extent not inconsistent under Section
162(m), the measurement of Performance Measures may exclude or be adjusted to reflect any one or more of (i) extraordinary items or
other unusual or non-recurring items, (ii) discontinued operations, (iii) gains or losses on the dispositions of discontinued operations,
(iv) cumulative effects of changes in accounting principles, (v) the writedown of any asset and (vi) charges for restructuring and
rationalization programs. The Performance Measures may be particular to a Participant, or the department, branch, line of business,
subsidiary or other unit in which the Participant works and may cover such period as may be specified by the Section 162(m)
Committee. Performance Measures will be set by the Section 162(m) Committee within the time period prescribed by, and shall
otherwise comply with the requirements of, Section 162(m).

6.4.2.2    Adjustment of Performance Measures. With respect to Awards that are intended to be subject to this Section
6.4.2, the Section 162(m) Committee may adjust downwards, but not upwards, the cash or number of Shares payable pursuant to such
Award, and the Section 162(m) Committee may not waive the achievement of the applicable performance goals except in the case of
the death or disability of the Participant.

6.4.2.3 Committee Discretion. Nothing in this Section 6.4.2 is intended to limit the Board’s discretion to adopt
conditions or goals that relate to performance with respect to any Award that is not intended to qualify as Performance-based
Compensation. In addition, the Board may, subject to the terms of the Plan, amend previously granted Award in a way that disqualifies
them as Performance-based Compensation.

6.4.2.4 Change in Law. In the event that the requirements of Section 162(m) and the regulations thereunder change to
permit the Section 162(m) Committee discretion to alter the Performance Measures without obtaining stockholder approval of such
changes, the Section 162(m) Committee shall have sole discretion to make such changes without obtaining stockholder approval.
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6.5    Other Stock-Based Awards
    
The Board may grant equity-based or equity-related Awards not otherwise described herein in such amounts and subject to

such terms and conditions as the Board may determine. By way of illustration and not limitation, such other stock-based Awards may
(i) involve the transfer of actual shares of Common Stock, either at the time of grant or thereafter, or payment in cash or otherwise of
amounts based on the value of shares of Common Stock; (ii) be subject to performance-based or service-based conditions; (iii) be in
the form of phantom stock, restricted stock, restricted stock units, performance shares or other form of stock-based incentive; or (iv)
be designed to comply with applicable laws of jurisdictions other than the United States.

6.6    Deferred Payments or Delivery of Shares; Limitation on Options and SARs
 

The Board may determine that all or a portion of any Award to a Participant, whether it is to be paid in cash, shares of
Common Stock or a combination, shall be deferred or may, in its sole discretion, approve deferral elections by Participants, on such
conditions, as the Board may specify. The Board may at any time accelerate the time at which delivery of all or any part of shares of
the Common Stock will take place. Notwithstanding the foregoing, deferral of option or SAR gains shall not be permitted under the
Plan.

7.    Purchase Price and Payment

Except as otherwise provided in the Plan, the purchase price of Common Stock to be acquired pursuant to an Award shall be
the price determined by the Board, provided that such price shall not be less than the par value of the Common Stock. Except as
otherwise provided in the Plan, the Board may determine the method of payment of the exercise price or purchase price of an Award
granted under the Plan and the form of payment. The Board may determine that all or any part of the purchase price of Common Stock
pursuant to an Award has been satisfied by past services rendered by the Participant. The Board may agree at any time, upon request of
the Participant, to defer the date on which any payment under an Award will be made.

8.    Change in Control

8.1    Impact of Event

In the event of a “Change in Control” as defined in Section 8.2, as applicable, the following provisions shall apply, unless the
agreement evidencing the Award otherwise provides (by specific explicit reference to Section 8.2 below). If a Change in Control
occurs while any Awards are outstanding, then, effective upon the Change in Control, all outstanding Awards of a Participant shall be
accelerated as follows: (i) each outstanding stock option, stock appreciation right or other stock-based Award granted under the Plan
that was not previously exercisable and vested shall become immediately exercisable in full and vested, and will no longer be subject
to a right of repurchase by the Company, and will remain exercisable throughout their entire term, (ii) each outstanding restricted stock
award, restricted stock unit or other stock-based Award subject to restrictions and to the extent not fully vested, shall be deemed to be
fully vested, free of restrictions and conditions and no longer subject to a right of repurchase by the Company, and
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(iii) the restrictions and other deferral limitations applicable to other Awards shall lapse, and such other Awards shall become free of
all restrictions, limitations or conditions and become fully vested and exercisable to the full extent of the original grant.

8.2    Definition of “Change in Control”

“Change in Control” means an event or occurrence set forth in any one or more of subsections (a) through (d) below (including
an event or occurrence that constitutes a Change in Control under one of such subsections but is specifically exempted from another
such subsection):

(a)    the acquisition by an individual, entity or group (within the meaning of Section 13(d)(3) or 14(d)(2) of the Exchange Act)
(a “Person”) of beneficial ownership of any capital stock of the Company if, after such acquisition, such Person beneficially owns
(within the meaning of Rule 13d‑3 promulgated under the Exchange Act) 20% or more of either (i) the then-outstanding shares of
common stock of the Company (the “Outstanding Common Stock”) or (ii) the combined voting power of the then-outstanding
securities of the Company entitled to vote generally in the election of directors (the “Outstanding Voting Securities”); provided,
however, that for purposes of this subsection (a), the following acquisitions of shares of Common Stock shall not constitute a Change
in Control: (i) any acquisition by the Company, (ii) any acquisition by any employee benefit plan (or related trust) sponsored or
maintained by the Company or any corporation controlled by the Company, or (iii) any acquisition by any corporation pursuant to a
transaction which complies with clauses (i) and (ii) of subsection (c) of this definition; or

(b)    such time as the Continuing Directors (as defined below) do not constitute a majority of the Board (or, if applicable, the
board of directors of a successor corporation to the Company), where the term “Continuing Director” means at any date a member of
the Board (i) who was a member of the Board as of March 8, 2006 or (ii) who was nominated or elected subsequent to such date by at
least a majority of the directors who were Continuing Directors at the time of such nomination or election or whose election to the
Board was recommended or endorsed by at least a majority of the directors who were Continuing Directors at the time of such
nomination or election; provided, however, that there shall be excluded from this clause (ii) any individual whose initial assumption of
office occurred as a result of an actual or threatened election contest with respect to the election or removal of directors or other actual
or threatened solicitation of proxies or consents, by or on behalf of a person other than the Board; or

(c)    the consummation of a merger, consolidation, reorganization, recapitalization or statutory share exchange involving the
Company or a sale or other disposition of all or substantially all of the assets of the Company in one or a series of transactions (a
“Business Combination”), unless, immediately following such Business Combination, each of the following two conditions is
satisfied: (i) all or substantially all of the individuals and entities who were the beneficial owners of the Outstanding Common Stock
and Outstanding Voting Securities immediately prior to such Business Combination beneficially own, directly or indirectly, more than
80% of the then‑outstanding shares of common stock and the combined voting power of the then‑outstanding securities entitled to vote
generally in the election of directors, respectively, of the resulting or acquiring corporation in such Business Combination (which shall
include,
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without limitation, a corporation which as a result of such transaction owns the Company or substantially all of the Company’s assets
either directly or through one or more subsidiaries) (such resulting or acquiring corporation is referred to herein as the “Acquiring
Corporation”) in substantially the same proportions as their ownership, immediately prior to such Business Combination, of the
Outstanding Common Stock and Outstanding Voting Securities, respectively; and (ii) no Person (excluding the Acquiring Corporation
or any employee benefit plan (or related trust) maintained or sponsored by the Company or by the Acquiring Corporation) beneficially
owns, directly or indirectly, 20% or more of the then outstanding shares of common stock of the Acquiring Corporation, or of the
combined voting power of the then‑outstanding securities of such corporation entitled to vote generally in the election of directors; or

(d)    approval by the stockholders of the Company of a complete liquidation or dissolution of the Company.

9. General Provisions

9.1    Documentation of Awards

Awards will be evidenced by written instruments, which may differ among Participants, prescribed by the Board from time to
time. Such instruments may be in the form of agreements to be executed by both the Participant and the Company or certificates,
letters or similar instruments which need not be executed by the participant but acceptance of which will evidence agreement to the
terms thereof. Such instruments shall conform to the requirements of the Plan and may contain such other provisions (including
provisions relating to events of merger, consolidation, dissolution and liquidations, change in control and restrictions affecting either
the agreement or the Common Stock issued thereunder), as the Board deems advisable.

9.2    Rights as a Stockholder

Except as specifically provided by the Plan or the instrument evidencing the Award, the receipt of an Award will not give a
Participant rights as a Stockholder with respect to any shares covered by an Award until the date of issue of a stock certificate to the
Participant for such shares.

9.3    Conditions on Delivery of Stock

The Company will not be obligated to deliver any shares of Common Stock pursuant to the Plan or to remove any restriction
from shares previously delivered under the Plan (a) until all conditions of the Award have been satisfied or removed, (b) until, in the
opinion of the Company's counsel, all applicable federal and state laws and regulations have been complied with, (c) if the outstanding
Common Stock is at the time listed on any stock exchange, until the shares have been listed or authorized to be listed on such
exchange upon official notice of issuance, and (d) until all other legal matters in connection with the issuance and delivery of such
shares have been approved by the Company's counsel. If the sale of Common Stock has not been registered under the Securities Act of
1933, as amended, the Company may require, as a condition to exercise of the Award, such representations or agreements as counsel
for the
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Company may consider appropriate to avoid violation of such Act and may require that the certificates evidencing such Common
Stock bear an appropriate legend restricting transfer.

If an Award is exercised by the Participant's legal representative, the Company will be under no obligation to deliver Common
Stock pursuant to such exercise until the Company is satisfied as to the authority of such representative.

9.4    Tax Withholding

The Company will withhold from any cash payment made pursuant to an Award an amount sufficient to satisfy all federal,
state and local withholding tax requirements (the "withholding requirements").

In the case of an Award pursuant to which Common Stock may be delivered, the Board will have the right to require that the
Participant or other appropriate person remit to the Company an amount sufficient to satisfy the withholding requirements, or make
other arrangements satisfactory to the Board with regard to such requirements, prior to the delivery of any Common Stock. If and to
the extent that such withholding is required, the Board may permit the Participant or such other person to elect at such time and in
such manner as the Board provides to have the Company hold back from the shares to be delivered, or to deliver to the Company,
Common Stock having a value calculated to satisfy the withholding requirement.

9.5    Transferability of Awards

Except as may be authorized by the Board, in its sole discretion, no Award (other than an Award in the form of an outright
transfer of cash or Common Stock not subject to any restrictions) may be sold, assigned, transferred, pledged or otherwise encumbered
other than by will or the laws of descent and distribution, and during a Participant's lifetime an Award requiring exercise may be
exercised only by him or her (or in the event of incapacity, the person or persons properly appointed to act on his or her behalf). The
Board may, in its discretion, permit or provide in an Award for the transfer of the Award by the Participant to or for the benefit of any
immediate family member, family trust or family partnership established solely for the benefit of the Participant and /or an immediate
family member if, with respect to such proposed transferee, the Company would be eligible to use a Form S-8 for the registration of
the sale of the Common Stock subject to such Award under the Securities Act of 1933, as amended, and provided that the Company
shall not be required to recognize any such transfer until such time as the Participant and such permitted transferee shall, as a condition
to such transfer, deliver to the Company a written instrument in form and substance satisfactory to the Company confirming that such
transferee shall be bound by all of the terms and conditions of the Award.

9.6    Adjustments in the Event of Certain Transactions

(a) In the event of a stock dividend, stock split or combination of shares, or other distribution with respect to holders of
Common Stock other than normal cash dividends, the Board will make (i) appropriate adjustments to the maximum number of shares
that may be delivered under the Plan under Section 4 above and the participant limit set forth in Section 4,
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and (ii) appropriate adjustments to the number and kind of shares of stock or securities subject to Awards then outstanding or
subsequently granted, any exercise prices relating to Awards and any other provisions of Awards affected by such change.

(b) In the event of any recapitalization, spinoff, merger or consolidation involving the Company, any transaction in which the
Company becomes a subsidiary of another entity, any sale or other disposition of all or a substantial portion of the assets of the
Company or any similar transaction, as determined by the Board, the Board in its discretion may make appropriate adjustments to
outstanding Awards to avoid distortion in the operation of the Plan.

9.7    Employment Rights

Neither the adoption of the Plan nor the grant of Awards will confer upon any person any right to continued employment with
the Company or any subsidiary or interfere in any way with the right of the Company or subsidiary to terminate any employment
relationship at any time or to increase or decrease the compensation of such person. Except as specifically provided by the Board in
any particular case, the loss of existing or potential profit in Awards granted under the Plan will not constitute an element of damages
in the event of termination of an employment relationship even if the termination is in violation of an obligation of the Company to the
employee.

Whether an authorized leave of absence, or absence in military or government service, shall constitute termination of
employment shall be determined by the Board at the time. For purposes of this Plan, transfer of employment between the Company
and its subsidiaries shall not be deemed termination of employment.

9.8    Other Employee Benefits

The value of an Award granted to a Participant who is an employee, and the amount of any compensation deemed to be
received by an employee as a result of any exercise or purchase of Common Stock pursuant to an Award or sale of shares received
under the Plan, will not constitute "earnings" or "compensation" with respect to which any other employee benefits of such employee
are determined, including without limitation benefits under any pension, stock ownership, stock purchase, life insurance, medical,
health, disability or salary continuation plan.

9.9    Legal Holidays

If any day on or before which action under the Plan must be taken falls on a Saturday, Sunday or legal holiday, such action may
be taken on the next succeeding day not a Saturday, Sunday or legal holiday.

9.10    Foreign Nationals

Without amending the Plan, Awards may be granted to persons who are foreign nationals or employed outside the United
States or both, on terms and conditions different from those specified in the Plan in order to meet the applicable laws and other legal or
tax requirements of
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the countries in which such foreign nationals reside or work, as may, in the judgment of the Board, be necessary or desirable to further
the purpose of the Plan.

9.11    Governing Law

The provisions of the Plan and all Awards made hereunder shall be governed by and interpreted in accordance with the laws of
the State of Delaware, without regard to any applicable conflicts of law.

9.12    Compliance with Section 409A of the Code

To the extent applicable to an Award, it is intended that this Plan and Awards made under the Plan comply with the provisions
of Section 409A of the Code and applicable rules and regulations. The Plan and any Awards to which Section 409A is applicable will
be administered in a manner consistent with this intent, and any provision that would cause this Plan or any Award made under the
Plan to fail to satisfy Section 409A of the Code, to the extent applicable, shall have no force and effect until amended to comply with
Section 409A of the Code (which amendment may be retroactive to the extent permitted by Section 409A and may be made by the
Company without the consent of Participants to which Section 409A shall apply).

Except as provided in individual Award agreements initially or by amendment, if and to the extent any portion of any payment,
compensation or other benefit provided to a Participant in connection with his or her employment termination is determined to
constitute “nonqualified deferred compensation” within the meaning of Section 409A of the Code and the Participant is a specified
employee as defined in Section 409A(a)(2)(B)(i) of the Code, as determined by the Company in accordance with its procedures, by
which determination the Participant (through accepting the Award) agrees that he or she is bound, such portion of the payment,
compensation or other benefit shall not be paid before the day that is six months plus one day after the date of “separation from
service” (as determined under Code Section 409A) (the “New Payment Date”), except as Code Section 409A may then permit. The
aggregate of any payments that otherwise would have been paid to the Participant during the period between the date of separation
from service and the New Payment Date shall be paid to the Participant in a lump sum on such New Payment Date, and any remaining
payments will be paid on their original schedule.

The Company makes no representations or warranty and shall have no liability to the Participant or any other person if any
provisions of or payments, compensation or other benefits under the Plan are determined to constitute nonqualified deferred
compensation subject to Section 409A of the Code but do not to satisfy the conditions of that section.

10.    Termination and Amendment

The Plan shall remain in full force and effect until terminated by the Board. Subject to the last sentence of this Section 10, the
Board may at any time or times amend the Plan or any outstanding Award for any purpose that may at the time be permitted by law, or
may at any time terminate the Plan as to any further grants of Awards. Notwithstanding the foregoing, (i) no amendment that would
require stockholder approval under the rules of the New York Stock Exchange may be made effective until stockholder approval has
been obtained, (ii) no
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amendment limiting or removing the prohibition on repricing of options shall be effective unless stockholder approval is obtained, (iii)
to the extent required by Section 162(m) of the Code, no amendment applicable to an Award that is intended to comply with Section
162(m) shall be effective unless stockholder approval is obtained as required under Section 162(m) and (iv) to the extent required
under Section 422 of the Code, no amendment or modification to an incentive stock option shall be effective unless stockholder
approval is obtained. No amendment of the Plan or any agreement evidencing Awards under the Plan may materially adversely affect
the rights of any Participant under any Award previously granted without such Participant’s consent.

As amended and in effect 5/17/2017
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Exhibit 31.1

CERTIFICATION

I, Jonathan W. Painter, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q for the period ended July 1, 2017 of Kadant Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act
Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant
and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

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

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

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

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant's ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over
financial reporting.

  
Date: August 9, 2017 /s/ Jonathan W. Painter

 Jonathan W. Painter
 Chief Executive Officer



Exhibit 31.2

CERTIFICATION

I, Michael J. McKenney, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q for the period ended July 1, 2017 of Kadant Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act
Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant
and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

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

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

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

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant's ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over
financial reporting.

 

  
Date: August 9, 2017 /s/ Michael J. McKenney

 Michael J. McKenney
 Chief Financial Officer



Exhibit 32

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to 18 U.S.C. Section 1350, the undersigned, Jonathan W. Painter, Chief Executive Officer, and Michael J. McKenney, Chief Financial Officer, of Kadant
Inc., a Delaware corporation (the "Company"), do hereby certify, to our best knowledge and belief, that:

The Quarterly Report on Form 10-Q for the period ended July 1, 2017 of the Company fully complies with the requirements of Section 13(a) or 15(d) of the
Securities Exchange Act of 1934 and the information contained in this Quarterly Report fairly presents, in all material respects, the financial condition and results
of operations of the Company. 

  
Dated: August 9, 2017 /s/ Jonathan W. Painter

 Jonathan W. Painter
 Chief Executive Officer
  
 /s/ Michael J. McKenney

 Michael J. McKenney
 Chief Financial Officer

This certification accompanies this Quarterly Report on Form 10-Q pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not, except to the extent
required by such Act, be deemed filed by the Company for purposes of Section 18 of the Securities Exchange Act of 1934, as amended (the "Exchange
Act"). Such certification will not be deemed to be incorporated by reference into any filing under the Securities Act of 1933, as amended, or the Exchange Act,
except to the extent that the Company specifically incorporates it by reference.


