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KADANT INC.

Explanatory Note
    
As previously reported in a Current Report on Form 8-K filed on July 10, 2017 (Initial Filing), on July 5, 2017, Kadant Inc. (Kadant or the

Company) and certain of its subsidiaries (the Buyers) acquired the forest products business of NII FPG Company (NII), pursuant to a Stock and Asset
Purchase Agreement dated May 24, 2017 among the Buyers and NII and certain related entities (the Acquisition Agreement) for approximately $173 million,
net of cash acquired (the Purchase Price), subject to a post-closing adjustment.

Pursuant to the Acquisition Agreement, at the closing the Buyers deposited into an escrow fund (i) $8 million to secure certain indemnification
obligations of the sellers and (ii) $4 million to satisfy certain obligations of the sellers to adjust the Purchase Price. The indemnity escrow fund, less any
claims made, will be released to the sellers on the 18-month anniversary of the closing.

    
This Amendment No. 1 amends the Initial Filing to include the historical financial statements of NII and the pro forma financial information required

by Item 9.01 of Form 8-K.

Item 9.01 Financial Statements and Exhibits.

 (a) Financial Statements of Business Acquired.

 
(i) Audited Combined Financial Statements of NII FPG Company as of and for the fiscal year ended

September 30, 2016 are filed as Exhibit 99.2 hereto.

 
(ii) Unaudited Interim Condensed Combined Financial Statements of NII FPG Company as of and for

the six months ended March 31, 2017 are filed as Exhibit 99.3 hereto.

 (b) Pro Forma Financial Information.

  Unaudited Pro Forma Condensed Combined Balance Sheet as of April 1, 2017.

  
Unaudited Pro Forma Condensed Combined Statement of Income for the fiscal year ended
December 31, 2016 and the three months ended April 1, 2017.

  Notes to the Unaudited Pro Forma Condensed Combined Financial Statements.

 (c) Exhibits

 
Exhibit

 No. Description

 23 Consent of Independent Auditors.

 99.1 Press Release issued by the Company on July 5, 2017.*

 
99.2 Audited Combined Financial Statements of NII FPG Company as of and for the Fiscal Year Ended

September 30, 2016.

 
99.3 Unaudited Interim Condensed Combined Financial Statements of NII FPG Company as of and for

the Six Months Ended March 31, 2017.

 99.4 Pro Forma Financial Information listed in Item 9.01 (b).

 *Previously filed as an exhibit to the Company’s Current Report on Form 8-K filed July 10, 2017.
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KADANT INC.

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 hereunto duly authorized.

  
KADANT INC.

   

Date: September 19, 2017 By: /s/ Michael J. McKenney

  

Michael J. McKenney
Senior Vice President and
   Chief Financial Officer
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Exhibit 23

Consent of Independent Auditors

We consent to the use of our report dated September 19, 2017, with respect to the combined balance sheet of NII FPG Company as of September 30, 2016,
and the related combined statements of income, comprehensive income, cash flows and parent company investment for the year then ended, included herein.

We also consent to the incorporation by reference of such report in the Registration Statements (Nos. 333-202855, 033-67190, 333-48498, 333-102223, 333-
142247, 333-176371) on Form S-8 of Kadant Inc.

/s/ KPMG LLP

Chartered Professional Accountants

Vancouver, Canada
September 19, 2017



Exhibit 99.2

Audited Combined Financial Statements of

NII FPG Company

As of and for the
Fiscal Year Ended September 30, 2016



   

   

Independent Auditors' Report

To the Owners of NII FPG Company:

We have audited the accompanying combined financial statements of NII FPG Company which comprise the combined balance sheet as at
September 30, 2016, the combined statements of income, comprehensive income, cash flows and parent company investment for the year then ended, and
notes, comprising a summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these combined financial statements in accordance with U.S. generally
accepted accounting principles, and for such internal control as management determines is necessary to enable the preparation of combined financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these combined financial statements based on our audit. We conducted our audit in accordance with
Canadian generally accepted auditing standards and U.S. generally accepted auditing standards. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance about whether the combined financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the combined financial statements. The
procedures selected depend on our judgment, including the assessment of the risks of material misstatement of combined financial statements, whether due to
fraud or error. In making those risk assessments, we consider internal control relevant to the entity’s preparation and fair presentation of the combined
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by management, as well as evaluating the overall presentation of the combined financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the combined financial statements present fairly, in all material respects, the balance sheet of NII FPG Company as at September 30,
2016, and the results of its financial performance and its cash flows for the year then ended in accordance with U.S. generally accepted accounting principles.

/s/ KPMG LLP

Chartered Professional Accountants

Vancouver, Canada
September 19, 2017
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NII FPG Company  As of September 30, 2016
   

Combined Balance Sheet

(In thousands)  2016

   
Assets   
Current Assets:   

Cash and cash equivalents  $ 12,859
Accounts receivable, less allowance of $8  5,309
Related party accounts receivable (Note 15)  12,154
Inventories, net (Note 3)  21,344
Other current assets  1,526

Total Current Assets  53,192

Property, Plant, and Equipment, at Cost, Net (Note 4)  9,085

Other Assets (Note 9)  50

Intangible Assets, Net (Note 5)  112

Goodwill (Note 6)  24,214

Total Assets  $ 86,653

   
Liabilities and Parent Company Investment   
Current Liabilities:   

Short-term obligations (Note 8)  $ 3,757
Accounts payable  2,768
Related party accounts payable (Note 15)  1,393
Accrued payroll and employee benefits  1,466
Customer deposits  3,954
Accrued income taxes  113
Other current liabilities (Note 7)  3,028

Total Current Liabilities  16,479

Long-Term Deferred Income Taxes (Note 9)  342

Other Long-Term Liabilities (Note 10)  217

Long-Term Obligations (Note 8)  37

Commitments and Contingencies (Notes 12 and 13)   
   
Total Parent Company Investment (Note 16)  69,578

Total Liabilities and Parent Company Investment  $ 86,653

The accompanying notes are an integral part of these combined financial statements.
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NII FPG Company

 Year Ended September 30, 2016

Combined Statement of Income

(In thousands)  2016

   
Revenues  $ 77,212

Costs and Operating Expenses:   
Cost of revenues  41,833
Selling, general, and administrative expenses  16,889
Research and development expenses (Note 11)  2,249

  60,971

Operating Income  16,241
Interest Income  147
Interest Expense  (200)

Income Before Provision for Income Taxes  16,188
Provision for Income Taxes (Note 9)  3,177

Net Income  $ 13,011

The accompanying notes are an integral part of these combined financial statements.
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NII FPG Company

 Year Ended September 30, 2016

Combined Statement of Comprehensive Income

(In thousands)  2016

   
Comprehensive Income   
Net Income  $ 13,011

Pension adjustments (net of tax provision of $26)  (110)
Foreign currency translation adjustment  436

Comprehensive Income  $ 13,337

The accompanying notes are an integral part of these combined financial statements.
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NII FPG Company

 Year Ended September 30, 2016

Combined Statement of Cash Flows

(In thousands)  2016

   
Operating Activities   

Net income  $ 13,011
Adjustments to reconcile net income to net cash provided by operating activities:   

Depreciation and amortization  1,404
Gain on sale of property, plant, and equipment  (52)
Deferred income tax provision  14
Other items, net  30
Changes in current assets and liabilities:   

Accounts receivable  (129)
Related party accounts receivable  (6,349)
Inventories  (1,635)
Other current assets  821
Accounts payable  7
Related party accounts payable  720
Other current liabilities  (2,270)

Net cash provided by operating activities  5,572

Investing Activities   
Purchases of property, plant, and equipment  (1,690)
Proceeds from sale of property, plant, and equipment  95

Net cash used in investing activities  (1,595)

Financing Activities   
Proceeds from issuance of short- and long-term obligations  1,519
Repayments of short- and long-term obligations  (2,677)

Net cash used in financing activities  (1,158)

Exchange Rate Effect on Cash and Cash Equivalents  276

Increase in Cash and Cash Equivalents  3,095
Cash and Cash Equivalents at Beginning of Year  9,764

Cash and Cash Equivalents at End of Year  $ 12,859

   
Supplemental Cash Flow Information   
Cash Paid for Interest  $ 200
Cash Paid for Income Taxes, Net of Refunds  $ 2,071

The accompanying notes are an integral part of these combined financial statements.
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NII FPG Company

 Year Ended September 30, 2016

Combined Statement of Parent Company Investment

(In thousands, except share amounts)  
Total Parent

Company Investment

Balance at September 30, 2015  $ 60,961
Net income  13,011
Dividend declared  (4,720)
Other comprehensive items  326

Balance at September 30, 2016  $ 69,578
 

The accompanying notes are an integral part of these combined financial statements.
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NII FPG Company

 
2016 Financial Statements

Notes to Combined Financial Statements

 

1.    Description of Business and Basis of Presentation

Description of Business

NII FPG Company (“NII FPG”) is comprised of the forest products business of Northern Industrial, Inc. and is a global manufacturer of industrial
machines and related parts used in the forest industry. NII FPG designs, manufactures and sells log debarking equipment, which is used by timber processing
plants to remove the bark from harvested trees before they are processed into lumber. NII FPG also designs, manufactures and sells timber harvesting
equipment, including log yarders, feller bunchers, and log loaders used by loggers to harvest, gather and move timber from the forest. In addition, NII FPG
also sells replacement parts and provides field support services to their customers.

The accompanying combined financial statements are comprised of the consolidated statements of NII FPG and its wholly-owned subsidiaries
combined with SWN IP LLC (“NIP”) which holds certain intellectual property (collectively, the “Company”). All the entities included in the accompanying
combined financial statements are directly or indirectly owned by Northern Industrial, Inc. (“NII”), the ultimate parent company, and were subsequently
acquired by Kadant Inc. (“Kadant”) on July 5, 2017.

Basis of Presentation

These combined financial statements (“financial statements”) have been derived from the books and records of the various entities owned by NII.
These financial statements reflect the historical results of operations, financial position and cash flows of the Company in accordance with accounting
principles generally accepted in the United States of America (“GAAP”).
The financial statements are presented as if the Company had been carved out of NII on a standalone basis for all the periods presented and represent the
combined carve-out of the assets, liabilities, revenues, expenses and cash flows of the businesses that are being acquired by Kadant. See Note 16, Subsequent
Event, for further details.

The assets and liabilities in the financial statements have been presented on a historical cost basis, and immediately prior to the acquisition by
Kadant, all the assets and liabilities presented are under the common control of NII. All significant intercompany transactions within the Company have been
eliminated.

The businesses generally maintain their own independent management and infrastructure. However, certain resources for oversight of operations and
associated overhead are incurred at NII. These financial statements include expense allocations for certain support functions that are provided on a centralized
basis by NII at its corporate office in Seattle, Washington, including, but not limited to oversight, finance, human resources and information technology.

Management believes the assumptions underlying the financial statements, including the assumptions regarding allocated expenses, reasonably
reflect the utilization of services provided to or the benefit received by the Company during the period presented. However, due to the inherent limitations of
carving out the assets, liabilities, operations and cash flows from larger entities, these financial statements may not necessarily reflect the Company’s financial
position, results of operations and cash flow for future periods, nor do they reflect the financial position, results of operations and cash flow that would have
been realized had the Company been a stand-alone entity during the periods presented. Actual costs that would have been incurred if the Company had been a
stand-alone company would depend on multiple factors, including organizational structure and strategic decisions in various areas, including information
technology and infrastructure.

2. Summary of Significant Accounting Policies

Principles of Consolidation and Combination

The accompanying financial statements of the Company include the consolidated accounts of NII FPG and its wholly owned subsidiaries combined
with NIP. All material intercompany accounts and transactions have been eliminated.

Fiscal Year

Unless otherwise noted, references to 2016 in the accompanying combined financial statements are as of September 30, 2016, and for the twelve-
month period beginning on October 1, 2015 and ending on September 30, 2016.
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NII FPG Company

 2016 Financial Statements
Notes to Combined Financial Statements

2. Summary of Significant Accounting Policies (continued)

Functional and Presentation Currency

The U.S. dollar is the presentation currency of the Company. Each of the Company's subsidiaries determines its own functional currency and items
included in the financial statements of each subsidiary are measured using that functional currency.

Assets and liabilities of foreign operations having a functional currency other than the U.S. dollar are translated at the rate of exchange prevailing at
the reporting date and revenues and expenses at average rates during the period. Gains or losses on translation are recorded as foreign currency translation
income (loss) in comprehensive income and included as a component of parent company investment. Foreign currency denominated monetary assets and
liabilities are translated using the rate of exchange prevailing at the reporting date. Revenues and expenses are measured at average rates during the period.
Gains or losses on translation of these items are included in net income. Foreign currency denominated non-monetary assets and liabilities, measured at
historic cost, are translated at the rate of exchange at the transaction date.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that effect the reported
amounts of assets and liabilities, 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 these 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 financial statements.

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. Significant items subject to such estimates and assumptions include the determination of useful lives for
property, plant and equipment and intangible assets, valuation allowances for receivables and inventories, provision for potential warranty claims and
determination of income taxes. A discussion of these accounting policies is included below.

Business Combinations

Business combinations are accounted for using the acquisition method, other than those between and among entities under common control. The
consideration of each acquisition is measured at the aggregate of the fair values at the acquisition date of assets transferred by the acquirer, liabilities incurred
or assumed, and equity instruments issued in exchange for control of the acquiree. Where applicable, the consideration for the acquisition includes any asset
or liability resulting from a contingent consideration arrangement, measured at its acquisition-date fair value. All other subsequent changes in the fair value of
contingent consideration classified as liabilities are recognized in the combined statement of income. Acquisition related costs are expensed.

During the year ended September 30, 2016, the contingent consideration related to the acquisition of the Company's timber harvesting business
completed in 2011 was settled resulting in the Company recording an expense of $43,000 within selling, general, and administrative expenses ("SG&A") in
the combined statement of income.

Cash and Cash Equivalents

The Company considers deposits in banks, cashable guaranteed investment certificates and short-term instruments or investments with original
maturities of less than 90 days as cash and cash equivalents. The carrying amounts of cash equivalents approximate their fair values due to the short-term
nature of these instruments. The total amount of cash and cash equivalents is $12,859,000 as of September 30, 2016.
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NII FPG Company

 2016 Financial Statements
Notes to Combined Financial Statements

2. Summary of Significant Accounting Policies (continued)

Accounts Receivable

Accounts receivable are recorded at the invoiced amount and do not bear interest. The Company exercises judgment in determining its allowance for
doubtful accounts, which is based on its historical collection experience, current trends, credit policies, specific customer collection issues and accounts
receivable aging categories. In the determining this allowance, the Company looks at historical write-offs of its receivables. The Company also looks at
current trends in the credit quality of its customer base as well as changes in its credit policies. The Company performs ongoing credit evaluations of its
customers and adjusts credit limits based upon payment history and each customer’s current creditworthiness. The Company continuously monitors
collections and payments from its customers. Account balances are charged off against the allowance when the Company believes it is probable that the
receivable will not be recovered.

Prepaid Expenses and Deposits

The Company pays in advance for certain services to be received in the future. These amounts are recorded as part of other current assets.

Inventories

Inventories are stated at the lower of cost (on a first-in, first-out; or weighted average basis) or market value and include materials, labor, and
manufacturing overhead. The Company regularly reviews its quantities of inventories on hand and compares these amounts to the historical and forecasted
usage of and demand for each particular product or product line. The Company records a charge to cost of revenues for excess and obsolete inventory to
reduce the carrying value of inventories to market value.

Financial instruments

Financial instruments are recorded at fair value on initial recognition. All financial instruments are subsequently measured at amortized cost less
accumulated impairment, if any, unless management has elected to carry the instruments at fair value. The Company has not elected to carry any financial
instruments at fair value.

Financial instruments are adjusted by transaction costs incurred on acquisition and financing costs. These costs are amortized using the straight-line
method.

The carrying value of financial instruments approximate their fair values due to the short-term nature of these instruments.

Property, Plant, and Equipment

Property, plant and equipment are stated at cost, less accumulated amortization and accumulated impairment losses, if any. The Company evaluates if
expenditures incurred are improvements to the asset or repairs. Assets improvements are capitalized to the carrying value of the assets and amortized
throughout the asset’s useful life while repairs are expensed as incurred.

Amortization commences when the asset is available for use. Amortization is computed using the straight-line method over the following estimated
useful lives:

Buildings 10-30 years or over remaining life of the lease
Machinery and equipment 3-10 years
Office furniture and equipment 3-10 years
Leasehold improvements Over the shorter of the lease term or useful life
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NII FPG Company

 2016 Financial Statements
Notes to Combined Financial Statements

2. Summary of Significant Accounting Policies (continued)

Intangible Assets

The Company's intangible assets were acquired in business combinations and recognized separately from goodwill at their fair value on the
acquisition date. The intangible asset is comprised of intellectual property, which is being amortized on a straight-line basis over 15 years.

Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the identifiable net assets of an acquired business at the date of the
acquisition. The Company’s acquisitions have historically been made at prices above the fair value of the acquired net assets, resulting in goodwill, due to the
expectation of synergies from combining the businesses.

Impairment of Long-lived Assets

The Company assesses its long-lived assets for impairment whenever facts and circumstances indicate that the carrying amounts may not be fully
recoverable. To analyze recoverability, the Company projects undiscounted net future cash flows over the remaining lives of such assets or asset groups. If
these projected cash flows were to be less than the carrying amounts, an impairment loss would be recognized, resulting in a write-down of the assets with a
corresponding charge to earnings. The impairment loss would be based upon the difference between the carrying amounts and the fair values of the assets.

The Company evaluates the recoverability of goodwill as of the end of each fiscal year, or more frequently if events or changes in circumstances,
such as a significant decline in sales, earnings, or cash flows, or material adverse changes in the business climate, indicate that the carrying value of an asset
might be impaired. Testing goodwill for impairment involves a two-step quantitative process. However, prior to performing the two-step quantitative goodwill
impairment test, the Company has the option to first perform an assessment of qualitative factors to determine whether it is more likely than not that the fair
value of a reporting unit is less than its carrying amount.

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 indicated that projected warranty costs may vary from historical patterns. 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.

Leases

Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC") 840 "Leases" ("ASC 840"), classifies leases as capital
or operating. Capital leases are accounted for as the acquisition of an asset and the occurrence of an obligation by the lessee and as a sale or financing by the
lessor. All other leases are accounted for as operating leases. The determination of whether an arrangement is (or contains) a capital lease is based on the
substance of the arrangement at the inception date and is assessed in accordance with the criteria set in ASC 840.

Operating lease expense is recognized in the combined statement of income on a straight-line basis over the lease term.

Parent Company Investment

Parent company investment represents NII’s historical investment in the Company, accumulated net income, accumulated foreign currency
translation income (loss), and the net effect of transactions and allocations from NII.
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NII FPG Company

 2016 Financial Statements
Notes to Combined Financial Statements

2. Summary of Significant Accounting Policies (continued)

Revenue Recognition

The Company recognizes revenue under ASC 605, “Revenue Recognition” ("ASC 605"), when the following criteria have been met: persuasive
evidence of an arrangement exists, delivery has occurred or service has been rendered, the sales price is fixed or determinable, and collectability is reasonably
assured.

Provisions for discounts, warranties, returns and other adjustments are provided for in the period in which the related sales are recorded. Sales taxes,
value-added taxes and certain excise taxes collected from customers and remitted to governmental authorities are accounted for on a net basis and therefore
excluded from revenue.

When a sale arrangement involves multiple elements, such as equipment and installation or set-up services, the Company considers the guidance in
ASC 605. Such transactions are evaluated to determine whether the deliverables in the arrangement represent separate units of accounting based on the
following criteria: the delivered item has value to the customer on a stand-alone basis, and if the contract includes a general right of return relative to the
delivered item, delivery or performance of the undelivered item is considered probable and substantially under the control of the Company. Revenue is
allocated to each unit of accounting or element based on relative selling prices and is recognized as each element is delivered or completed. The Company
determines relative selling prices by using either vendor-specific objective evidence ("VSOE") if that exists, or third-party evidence of selling price. When
neither VSOE nor third-party evidence of selling price exists for a deliverable, the Company uses its best estimate of the selling price for that deliverable. In
cases in which elements cannot be treated as separate units of accounting, the elements are combined into a single unit of accounting for revenue recognition
purposes.

Amounts received in advance of services to be provided are included in deferred revenue until the revenue recognition criteria are met.

Income Taxes

The Company's annual effective income tax rate is determined based on income, statutory tax rates and the tax impacts of items treated differently
for tax purposes than for financial reporting purposes. Tax law requires certain items be included in the tax return at different times than the items are
reflected in the financial statements. Some of these differences are permanent, such as expenses that are not deductible for tax purposes, and some differences
are temporary, reversing over time, such as depreciation expense. These temporary differences create deferred tax assets and liabilities.

In accordance with ASC 740 “Income Taxes” ("ASC 740"), the Company recognizes deferred income taxes based on the expected future tax
consequences of differences between the financial statement basis of assets and liabilities, calculated using enacted tax rates in effect for the year in which
these differences are expected to be reverse. A tax valuation allowance is established, as needed, to reduce deferred tax assets to the amount to be realized.

The Company operates in multiple jurisdictions with complex tax and regulatory environments, which are subject to differing interpretations by the
taxpayer and the taxing authorities. At times, the Company may take positions that management believes are supportable, but are potentially subject to
successful challenges by the appropriate taxing authority. The Company evaluates its tax positions and establishes liabilities in accordance with guidance
governing accounting for uncertainty in income taxes. The Company reviews these tax uncertainties in light of the changing facts and circumstances, such as
the progress of tax audits, and adjusts them accordingly.

It is the Company’s policy to provide for uncertain tax positions and the related interest and penalties based upon management’s assessment of
whether a tax benefit is more likely than not to be sustained upon examination by tax authorities.

In November 2015, the FASB issued Accounting Standards Update (ASU) No. 2015-17. “Income Taxes (Topic 740), Balance Sheet Classification of
Deferred Taxes,” which simplifies the presentation of deferred income taxes, as it requires that deferred tax assets and liabilities be classified as non-current in
the accompanying combined balance sheet. The Company early adopted this ASU prospectively for the year ended September 30, 2016, which results in all
deferred taxes being reported as non-current in the combined balance sheet.
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NII FPG Company

 2016 Financial Statements
Notes to Combined Financial Statements

2. Summary of Significant Accounting Policies (continued)

Recent Accounting Pronouncements

Revenue from Contracts with Customers (Topic 606)

In May 2014, the FASB issued 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 principle 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 assessing the potential effects of these ASUs on its combined
financial statements, business processes, systems and controls.

Inventory (Topic 330), Simplifying the Measurement of Inventory

In July 2015, the FASB issued ASU No. 2015-11, which required 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. This new guidance was effective for the Company beginning in fiscal 2017. Adoption of this ASU did not have a material effect on the
Company's combined financial statements.

Leases (Topic 842)

In February 2016, the FASB issued ASU No. 2016-02, which requires a lease 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 to 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 is assessing the potential effects of this ASU on its combined
financial statements, business processes, systems and controls.

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 tax effects, over its fair values. This new guidance is effective on a prospective basis for the Company in fiscal 2020. Early
adoption is permitted. The Company does not believe the adoption of this ASU will have a material effect on its combined financial statements.
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NII FPG Company

 
2016 Financial Statements

Notes to Combined Financial Statements

3.     Inventories

The composition of inventories as of September 30, 2016 is as follows:

(In thousands)  2016

Raw Materials and Parts  $ 9,379
Work-in-Progress  2,742
Finished Goods  9,223

  $ 21,344

4.    Property, Plant, and Equipment

The composition of property, plant, and equipment as of September 30, 2016 is as follows:

(In thousands)  2016

   
Land  $ 392
Buildings  9,963
Machinery, equipment and leasehold improvements  20,108

  30,463
Less: Accumulated Depreciation and Amortization  (21,378)

  $ 9,085

Depreciation and amortization expense was $1,392,000 for the year ended September 30, 2016.

5.    Intangible Assets

Gross intangible asset cost and accumulated amortization related to intellectual property totaled $180,000 and $68,000, respectively, as of September
30, 2016. The estimated future amortization expense is as follows:

(In thousands)  
Amortization

Expense

2017  $ 12
2018  12
2019  12
2020  12
2021  12
Thereafter  52

Total  $ 112

With respect to the indefinite lived intangible asset, no indicators of impairment were identified in 2016.
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NII FPG Company

 
2016 Financial Statements

Notes to Combined Financial Statements

6.    Goodwill

The Company has reporting units in Canada and Finland to which goodwill is allocated.

The total carrying value of goodwill of the Finnish reporting unit as of September 30, 2016 is $20,080,000. The impact of foreign exchange on the
goodwill balance was $10,000 during the period ended September 30, 2016, which is recorded in currency translation adjustment.

The total carrying value of goodwill of the Canadian reporting unit is $4,134,000 as of September 30, 2016.

The Company evaluated the recoverability and performed a qualitative goodwill impairment analysis as of September 30, 2016 and concluded that
there were no indicators of goodwill impairment for either reporting unit.

7.    Warranty Obligations

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

(In thousands)  2016

Balance at Beginning of Year  $ 700
Provision charged to income  308
Usage  (360)
Currency translation  14

Balance at End of Year  $ 662

8.    Short- and Long-Term Obligations

(In thousands)  2016

Revolving Facility, due 2017  $ 3,405
Borrowings Under Overdraft  338
Bank Loan, due 2017 to 2019  51

Total Short- and Long-Term Obligations  3,794
Less: Short-Term Obligations  (3,757)

Long-Term Obligations  $ 37

The Company has a revolving credit facility (“Revolving Facility”) with a commercial bank that permits the Company to borrow up to 12,000,000
Canadian dollars. The Revolving Facility is due July 1, 2017 and is secured by a general security agreement on the Company's assets, and an unconditional
guarantee and indemnity by the Company's parent. Drawings under the Revolving Facility bear interest at the Canadian Prime rate / U.S. base rate less a
margin or, at the Company’s option, at rates for Canadian Bankers Acceptances / U.S. LIBOR plus a margin. In addition, the Revolving Facility provides for
standby letters of credit up to a maximum of 2,000,000 Canadian dollars. Amounts drawn under letters of credit reduce the availability under the Revolving
Facility and bear interest under the same terms as advances under the Revolving Facility. There were no letters of credit drawn as of September 30, 2016.

As of September 30, 2016, the debt advanced under this facility was comprised of $2,205,000, which is denominated in Canadian dollars, bearing
interest at the Canadian prime rate minus 0.65%, and $1,200,000 denominated in U.S. dollars, bearing interest at the U.S. base rate minus 2.35%.

The Company has externally imposed capital requirements arising from its loan agreement. These capital requirements include a "debt service
coverage" ratio and a "debt to worth" ratio. For the year ended September 30, 2016, the Company was in compliance with these loan covenants.
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NII FPG Company

 
2016 Financial Statements

Notes to Combined Financial Statements

9.    Income Taxes

The Company's U.S. parent company is an S corporation and subject to a 0% statutory federal income tax rate. The provision for income taxes in the
accompanying combined statement of income differs from the provision calculated by applying the statutory federal income tax rate of 0% due to the
following:

(In thousands)  2016

Provision for income taxes at statutory rate  $ —
Increase (decrease) resulting from:   

Foreign tax rate differential  3,218
Valuation allowance  (3)
Other  (38)

  $ 3,177

Net deferred tax liability in the accompanying combined balance sheet consists of the following:

(In thousands)  2016

Deferred tax asset:   
Reserves and accruals  $ 187
Inventory basis difference  127
Revenue recognition  30
Capital loss carryforward  12

  356
Deferred tax liability:   

Fixed asset basis difference  (489)
Reserves and accruals  (166)
Research and development  (10)

  (665)

Deferred tax liability, net  $ (309)

Certain of the Company’s subsidiaries have bilateral “advance pricing agreements” between the governments of Canada and the United States
relating to commission and royalty rates, the overhead expense allocation method, and the related mark-ups. The agreement expired on September 30, 2009,
and the companies were in the process of negotiating a renewal of the agreement with the Canadian and the United States governments. The revised
agreement was finalized in January 2017 and did not have a significant impact on these combined financial statements.
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NII FPG Company

 
2016 Financial Statements

Notes to Combined Financial Statements

10.    Employee Benefit Plans

The Company's U.S. subsidiaries participate in a 401(k) plan sponsored by Northern Industrial Inc. Contributions to the plan are made by both the
employee and the employer and are immediately vested. Employer contributions are based upon the level of employee contributions. The Company's foreign
subsidiaries offer other retirement plans, the majority of which are defined contribution plans. The Company contributed and charged to expense
approximately $348,000 for the year ended September 30, 2016 related to these plans.

The Company's subsidiary in Finland provides a pension plan for all eligible employees regulated by the Employee Pensions Act (TyEL). The
following table summarizes the change in benefit obligation; the change in plan assets; the unfunded status; and the amounts recognized in the accompanying
consolidated balance sheet.

(In thousands)  2016

   
Change in Benefit Obligation   

Benefit obligation at beginning of year  $ 83
Service cost  10
Interest cost  1
Prior service costs  132
Actuarial loss  3
Benefits paid  (13)
Currency translation  1

Benefit obligation at end of year  $ 217

Change in Plan Assets   
Fair value of plan assets at beginning of year  $ —
Employer contributions  13
Benefits paid  (13)

Fair value of plan assets at end of year  $ —

Unfunded Status  $ (217)

Accumulated Benefit Obligation at End of Year  $ 217

Amounts Recognized in the Balance Sheet   
Non-current liability (within Other Long-Term Liabilities)  $ (217)

Amounts Recognized in Accumulated Other Comprehensive Items Before Tax   
Unrecognized net actuarial loss  $ (3)
Unrecognized prior service cost  (133)

Total  $ (136)

Components of Net Periodic Benefit Cost   
Service cost  $ 10
Interest cost  1

Net Periodic Benefit Cost  $ 11

The weighted-average assumptions used to determine the benefit obligation as of year-end are as follows:

  2016

   
Discount rate  0.80%
Rate of compensation increase  1.62%

The weighted-average assumptions used to determine net periodic benefit cost are as follows:

  2016

   
Discount rate  2.08%
Rate of compensation increase  1.87%

17



   

NII FPG Company

 
2016 Financial Statements

Notes to Combined Financial Statements

11.    Research and Development

For the year ended September 30, 2016, the Company incurred $2,249,000 of product development costs, which have been expensed. Investment tax
credits of $45,000 were recognized as an offset against the research and development costs incurred.

12.    Lease Commitments

Operating Leases

The Company leases land under a long-term operating lease which expires August 31, 2022, with an extension available for a ten-year period. The
annual lease payments are $114,000. The lease provides for adjustments to lease payments for each five-year period. The next adjustment to lease rates will
be on September 1, 2021.

Total future minimum noncancelable lease payments required under operating leases over the next five fiscal years and thereafter are as follows:

(In thousands)  Lease Payment

2017  156

2018  158

2019  114

2020  114

2021  114

Thereafter  118

Total  774

13.    Other Commitments and Contingencies

The Company issues letters of credit through a financial institution to provide guarantees to certain international customers. Outstanding letters of
credit amounted to $1,411,000 as of September 30, 2016.

14.    Financial Risks and Concentration of Risk

(a) Currency risk:

The Company is exposed to financial risks as a result of exchange rate fluctuations and the volatility of these rates. In the normal course of business,
the Company purchases inventories and makes sales denominated in other currencies than the reporting entities functional currency, primarily U.S. dollars,
Canadian dollars and Euros. Additionally, the Company holds debt denominated in Canadian dollars and enters into short-term foreign currency forward
contracts with terms of three months or less to mitigate this risk.

(b) Credit risk:

Credit risk refers to the risk that a counterparty may default on its contractual obligations resulting in a financial loss. The Company deals with
creditworthy counterparties to mitigate the risk of financial loss from defaults. The Company monitors the credit risk of customers through credit rating
reviews.

(c) Interest rate risk:

The Company's bank loan has a variable interest rate. As a result, the Company is exposed to interest rate risk due to fluctuations in current interest
rates.
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2016 Financial Statements

Notes to Combined Financial Statements

15.    Related Party Transactions

As of September 30, 2016, the Company had the following balances with related companies:

(In thousands)  2016

Northern Industrial, Inc.   
Receivable  $ 12,154
Payable  (1,321)

Net receivable related to operating cash flows and dividends  $ 10,833

   

Cascade National Resources, Inc.  $ (72)

Net payable related to operating cash flows  $ (72)

The companies are related due to common ownership interests.

Related party transactions are made in the normal course of operations and are measured at the contractual amount, which is the amount of
consideration established and agreed to by the related parties.

16.    Subsequent Event

A subsequent events review was performed until September 19, 2017, which was the date that the financial statements were available to be issued.

The Company was acquired by Kadant Inc. for an aggregate purchase price of approximately $173,000,000, net of cash acquired, on July 5, 2017.
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NII FPG Company  As of March 31, 2017
   

Interim Condensed Combined Balance Sheet
(Unaudited)

(In thousands)  
March 31, 

2017  
September 30, 

2016

     
Assets     
Current Assets:     

Cash and cash equivalents  $ 13,379  $ 12,859
Accounts receivable, less allowances of $7 and $8  6,819  5,309
Related party accounts receivable (Note 10)  16,791  12,154
Inventories, net (Note 3)  21,574  21,344
Other current assets  1,322  1,526

Total Current Assets  59,885  53,192

Property, Plant, and Equipment, at Cost, Net  8,657  9,085

Goodwill (Note 6)  23,351  24,214

Other Assets (Note 5)  380  162

Total Assets  $ 92,273  $ 86,653

     
Liabilities and Parent Company Investment     
Current Liabilities:     

Short-term obligations (Note 8)  $ 6,716  $ 3,757
Accounts payable  3,090  2,768
Related party accounts payable (Note 10)  859  1,393
Accrued payroll and employee benefits  2,089  1,466
Customer deposits  4,637  3,954
Other current liabilities (Note 7)  1,959  3,141

Total Current Liabilities  19,350  16,479

Other Long-Term Liabilities  482  559

Long-Term Obligations (Note 8)  35  37

Commitments and Contingencies (Note 9)     
     
Total Parent Company Investment (Note 12)  72,406  69,578

Total Liabilities and Parent Company Investment  $ 92,273  $ 86,653

The accompanying notes are an integral part of these interim condensed combined financial statements.
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NII FPG Company

 Period Ended March 31, 2017

Interim Condensed Combined Statement of Income
(Unaudited)

  Six Months Ended

(In thousands)  
March 31, 

2017  
March 31, 

2016

     
Revenues  $ 39,743  $ 37,141

Costs and Operating Expenses:     
Cost of revenues  22,379  20,354
Selling, general, and administrative expenses  7,868  9,132
Research and development expenses  1,501  1,130
Other income (Note 11)  (852)  —

  30,896  30,616

Operating Income  8,847  6,525
Interest Income  5  84
Interest Expense  (56)  (109)

Income Before Provision for Income Taxes  8,796  6,500
Provision for Income Taxes  1,891  1,548

Net Income  $ 6,905  $ 4,952

The accompanying notes are an integral part of these interim condensed combined financial statements.
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NII FPG Company

 Period Ended March 31, 2017

Interim Condensed Combined Statement of Comprehensive Income
(Unaudited)

  Six Months Ended

(In thousands)  
March 31, 

2017  
March 31, 

2016

     
Comprehensive Income     
Net Income  $ 6,905  $ 4,952

Pension adjustments (net of tax provision of $1 in the six months ended March 31, 2017)  5  —
   Foreign currency translation adjustment  (1,920)  875

Comprehensive Income  $ 4,990  $ 5,827

The accompanying notes are an integral part of these interim condensed combined financial statements.
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NII FPG Company

 Period Ended March 31, 2017

Interim Condensed Combined Statement of Cash Flows
(Unaudited)

  Six Months Ended

(In thousands)  
March 31, 

2017  
March 31, 

2016

     
Operating Activities     

Net income  $ 6,905  $ 4,952
Adjustments to reconcile net income to net cash provided by operating activities:     

Depreciation and amortization  666  655
Gain on sale of property, plant, and equipment  (852)  (113)
Other items, net  2  4
Changes in current assets and liabilities:     

Accounts receivable  (1,511)  (267)
Related party accounts receivable  (4,637)  (3,700)
Inventories  (234)  (747)
Other current assets  203  957
Accounts payable  320  1,190
Related party accounts payable  (532)  (672)
Other current liabilities  (149)  (1,041)

Net cash provided by operating activities  181  1,218

Investing Activities     
Purchases of property, plant, and equipment  (529)  (878)
Proceeds from sale of property, plant, and equipment  905  —

Net cash provided by (used in) investing activities  376  (878)

Financing Activities     
Proceeds from issuance of short- and long-term obligations  3,305  —
Dividend paid to related party  (2,160)  —
Repayments of short- and long-term obligations  (345)  (923)

Net cash provided by (used in) financing activities  800  (923)

Exchange Rate Effect on Cash and Cash Equivalents  (837)  3

Increase (Decrease) in Cash and Cash Equivalents  520  (580)
Cash and Cash Equivalents at Beginning of Period  12,859  9,764

Cash and Cash Equivalents at End of Period  $ 13,379  $ 9,184

     
Supplemental Cash Flow Information     
Cash Paid for Interest  $ 56  $ 109
Cash Paid for Income Taxes, Net of Refunds  $ 857  $ 1,054

The accompanying notes are an integral part of these interim condensed combined financial statements.
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NII FPG Company

 
Period Ended March 31, 2017

Notes to Interim Condensed Combined Financial Statements
(Unaudited)

 

1.    Description of Business and Basis of Presentation

Description of Business

NII FPG Company (“NII FPG”) is comprised of the forest products business of Northern Industrial, Inc. and is a global manufacturer of industrial
machines and related parts used in the forest industry. NII FPG designs, manufactures and sells log debarking equipment, which is used by timber processing
plants to remove the bark from harvested trees before they are processed into lumber. NII FPG also designs, manufactures and sells timber harvesting
equipment, including log yarders, feller bunchers and log loaders used by loggers to harvest, gather and move timber from the forest. In addition, NII FPG
also sells replacement parts and provides field support services to their customers.

The accompanying combined financial statements are comprised of the consolidated statements of NII FPG and its wholly-owned subsidiaries
combined with SWN IP LLC which holds certain intellectual property (collectively, the “Company”). All the entities included in the accompanying combined
financial statements are directly or indirectly owned by Northern Industrial, Inc. (“NII”), the ultimate parent company, and were subsequently acquired by
Kadant Inc. (“Kadant”) on July 5, 2017.

Basis of Presentation

These combined financial statements (“financial statements”) have been derived from the books and records of the various entities owned by NII.
These financial statements reflect the historical results of operations, financial position and cash flows of the Company in accordance with accounting
principles generally accepted in the United States of America (“GAAP”).
The financial statements are presented as if the Company had been carved out of NII on a standalone basis for all the periods presented and represent the
combined carve-out of the assets, liabilities, revenues, expenses and cash flows of the businesses that are being acquired by Kadant. See Note 12, Subsequent
Event, for further details.

The assets and liabilities in the financial statements have been presented on a historical cost basis, and immediately prior to the acquisition by
Kadant, all the assets and liabilities presented are under common control of NII. All significant intercompany transactions within the Company have been
eliminated.

The businesses generally maintain their own independent management and infrastructure. However, certain resources for oversight of operations and
associated overhead are incurred at NII. These financial statements include expense allocations for certain support functions that are provided on a centralized
basis by NII at its corporate office in Seattle, Washington, including, but not limited to oversight, finance, human resources and information technology.

Management believes the assumptions underlying the financial statements, including the assumptions regarding allocated expenses, reasonably
reflect the utilization of services provided to or the benefit received by the Company during the period presented. However, due to the inherent limitations of
carving out the assets, liabilities, operations and cash flows from larger entities, these financial statements may not necessarily reflect the Company’s financial
position, results of operations and cash flow for future periods, nor do they reflect the financial position, results of operations and cash flow that would have
been realized had the Company been a stand-alone entity during the periods presented. Actual costs that would have been incurred if the Company had been a
stand-alone company would depend on multiple factors, including organizational structure and strategic decisions in various areas, including information
technology and infrastructure.

Interim Financial Statements

These interim condensed combined financial statements (“financial statements”) and related notes 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 March 31, 2017 and its results of operations, comprehensive income, and cash flows for the six-month periods ended March 31, 2017 and March
31, 2016. Interim results are not necessarily indicative of results for a full year or for any other interim period.
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NII FPG Company

 
Period Ended March 31, 2017

Notes to Interim Condensed Combined Financial Statements
(Unaudited)

2. Summary of Significant Accounting Policies

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that effect the reported
amounts of assets and liabilities, 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 these 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 financial statements.

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. Significant items subject to such estimates and assumptions include the determination of useful lives for
property, plant and equipment and intangible assets, valuation allowances for receivables and inventories, provision for potential warranty claims and
determination of income taxes. A discussion of these accounting policies is included in the Company's Annual Financial Statements for the year ended
September 30, 2016.

Recent Accounting Pronouncements

Revenue from Contracts with Customers (Topic 606)

In May 2014, the FASB issued 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 principle 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 assessing the potential effects of these ASUs on its combined
financial statements, business processes, systems and controls.

Inventory (Topic 330), Simplifying the Measurement of Inventory

In July 2015, the FASB issued ASU No. 2015-11, which required 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 combined
financial statements.
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NII FPG Company

 Period Ended March, 31, 2017
Notes to Interim Condensed Combined Financial Statements

(Unaudited)

2. Summary of Significant Accounting Policies (continued)

Leases (Topic 842)

In February 2016, the FASB issued ASU No. 2016-02, which requires a lease 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 to 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 is assessing the potential effects of this ASU on its combined
financial statements, business processes, systems and controls.

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 tax effects, over its fair values. This new guidance is effective on a prospective basis for the Company in fiscal 2020. Early
adoption is permitted. The Company does not believe the adoption of this ASU will have a material effect on its combined financial statements.

3.     Inventories

The composition of inventories is as follows:

(In thousands)  
March 31, 

2017  
September 30, 

2016

Raw Materials and Parts  $ 10,715  $ 9,379
Work-in-Progress  2,710  2,742
Finished Goods  8,149  9,223

  $ 21,574  $ 21,344

4.    Property, Plant, and Equipment

The composition of property, plant, and equipment is as follows:

(In thousands)  
March 31, 

2017  
September 30, 

2016

     
Land  $ 378  $ 392
Buildings  9,721  9,963
Machinery, equipment and leasehold improvements  19,784  20,108

  29,883  30,463
Less: Accumulated Depreciation and Amortization  (21,226)  (21,378)

  $ 8,657  $ 9,085
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NII FPG Company

 
Period Ended March 31, 2017

Notes to Interim Condensed Combined Financial Statements
(Unaudited)

5.    Intangible Assets

Gross intangible asset cost and accumulated amortization related to intellectual property included in other assets in the accompanying condensed
combined balance sheet totaled $180,000 and $74,000, respectively, as of March 31, 2017 and $180,000 and $68,000 respectively, as of September 30, 2016.

6.    Goodwill

The Company has reporting units in Canada and Finland to which goodwill is allocated.

The total carrying value of goodwill of the Finnish reporting unit as of March 31, 2017 and September 30, 2016 is $19,217,000 and $20,080,000,
respectively. The impact of foreign exchange on the goodwill balance was $863,000 and $10,000 during the periods ended March 31, 2017 and September 30,
2016, respectively, which is recorded in currency translation adjustment.

The total carrying value of goodwill of the Canadian reporting unit is $4,134,000 as of both March 31, 2017 and September 30, 2016.

There were no indicators of goodwill impairment since the date of the Company’s last impairment test, which was performed on September 30,
2016, for either reporting unit.

7.    Warranty Obligations

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

(In thousands)  
March 31, 

2017  
September 30, 

2016

Balance at Beginning of Period  $ 662  $ 700
Provision charged to income  73  308
Usage  —  (360)
Currency translation  (12)  14

Balance at End of Period  $ 723  $ 662

8.    Short- and Long-Term Obligations

(In thousands)  
March 31, 

2017  
September 30, 

2016

Revolving Facility, due 2017  $ 6,709  $ 3,405
Borrowings Under Overdraft  —  338
Bank Loan, due 2017 to 2019  42  51

Total Short- and Long-Term Obligations  6,751  3,794
Less: Short-Term Obligations  (6,716)  (3,757)

Long-Term Obligations  $ 35  $ 37

The Company has a revolving credit facility (“Revolving Facility”) with a commercial bank that permits the Company to borrow up to 12,000,000
Canadian dollars. The Revolving Facility is due July 1, 2017 and is secured by a general security agreement on the Company's assets, and an unconditional
guarantee and indemnity by the Company's parent. Drawings under the Revolving Facility bear interest at the Canadian Prime rate / U.S. base rate less a
margin or, at the Company’s option, at rates for Canadian Bankers Acceptances / U.S. LIBOR plus a margin. In addition, the Revolving Facility provides for
standby letters of credit up to a maximum of 2,000,000 Canadian dollars. Amounts drawn under letters of credit reduce the availability under the Revolving
Facility and bear interest under the same terms as advances under the Revolving Facility. There were no letters of credit drawn as of March 31, 2017 and
September 30, 2016.
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NII FPG Company  
Period Ended March 31, 2017

Notes to Interim Condensed Combined Financial Statements
(Unaudited)

8.    Short- and Long-Term Obligations (continued)

As of March 31, 2017, the debt advanced under this facility was comprised of $3,709,000, which is denominated in Canadian dollars, bearing
interest at the Canadian prime rate minus 0.65%, and $3,000,000 denominated in U.S. dollars, bearing interest at the U.S. base rate minus 2.35%.

The Company has externally imposed capital requirements arising from its loan agreement. These capital requirements include a "debt service
coverage" ratio and a "debt to worth" ratio. For the period ended March 31, 2017 and year ended September 30, 2016, the Company was in compliance with
these loan covenants.

9.    Other Commitments and Contingencies

The Company issues letters of credit through a financial institution to provide guarantees to certain international customers. Outstanding letters of
credit amount to $1,130,000 and $1,411,000 as of March 31, 2017 and September 30, 2016, respectively.

10.    Related Party Transactions

As of March 31, 2017 and September 30, 2016, the Company had the following balances with related companies:

(In thousands)  
March 31, 

2017  
September 30, 

2016

Northern Industrial, Inc.     
Receivable  $ 16,791  $ 12,154
Payable  (556)  (1,321)

Net receivable related to operating cash flows and dividends  $ 16,235  $ 10,833

     

Cascade National Resources, Inc.  $ (303)  $ (72)

Net payable related to operating cash flows  $ (303)  $ (72)

The companies are related due to common ownership interests.

Related party transactions are made in the normal course of operations and are measured at the contractual amount, which is the amount of
consideration established and agreed to by the related parties.

11.    Other Income

In the six months ended March 31, 2017, other income consisted of a pre-tax gain of $852,000 from the sale of a building in Finland for cash
proceeds of $905,000.

12.    Subsequent Event

A subsequent events review was performed through September 19, 2017, which was the date that the financial statements were available to be
issued.

The Company was acquired by Kadant Inc. for an aggregate purchase price of approximately $173,000,000, net of cash acquired, on July 5, 2017.
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Exhibit 99.4
KADANT INC.

Unaudited Pro Forma Condensed Combined Financial Information

On July 5, 2017, Kadant Inc. ("Kadant" or the "Company") acquired the forest products business of NII FPG Company (NII) for $173,000,000, net
of cash acquired, subject to a post-closing adjustment.

    
The unaudited pro forma condensed combined balance sheet as of April 1, 2017, and the unaudited pro forma condensed combined statement of

income for the fiscal year ended December 31, 2016 and for the three months ended April 1, 2017, are presented herein. The unaudited pro forma condensed
combined balance sheet information as of April 1, 2017 gives effect to the acquisition by Kadant of NII as if it had been completed on April 1, 2017. The
unaudited pro forma condensed combined statements of income for the fiscal year ended December 31, 2016 and for the three months ended April 1, 2017
combines the historical results of Kadant and NII and gives effect to the acquisition as if it had occurred as of the beginning of fiscal 2016.

The unaudited pro forma condensed combined financial statements presented are based on the assumptions and adjustments described in the
accompanying notes. The unaudited pro forma condensed combined financial statements are presented for illustrative purposes and do not purport to
represent what the financial position or results of operations would actually have been if the acquisition occurred as of the dates indicated or what such
financial position or results would be for any future periods. The unaudited pro forma condensed combined financial statements are based upon the respective
historical consolidated financial statements of Kadant and the combined financial statements of NII and should be read in conjunction with:

• the accompanying notes to the unaudited pro forma condensed combined financial statements;

• the separate historical audited consolidated financial statements and accompanying notes of Kadant as of and for the fiscal year ended December 31,
2016, included in the Company's annual report on Form 10-K;

• the separate historical unaudited condensed consolidated financial statements and accompanying notes of Kadant as of and for the three months
ended April 1, 2017, included in the Company's quarterly report on Form 10-Q;

• the separate historical audited combined financial statements and accompanying notes of NII as of and for the fiscal year ended September 30, 2016,
included in this Current Report as Exhibit 99.2; and

• the separate historical unaudited interim condensed combined financial statements and accompanying notes of NII as of and for the six months ended
March 31, 2017, included in this Current Report as Exhibit 99.3.

The following unaudited pro forma condensed combined financial statements illustrate Kadant's acquisition of NII using the purchase method of
accounting. In the unaudited pro forma condensed combined balance sheet, the purchase price to acquire NII has been allocated to the assets acquired and
liabilities assumed based upon management’s preliminary estimate of their respective fair values. Any differences between fair value of the consideration
issued and the fair value of the assets and liabilities acquired are recorded as goodwill. The amounts allocated to acquired assets and liabilities in the
unaudited pro forma condensed combined financial statements are based on preliminary valuation estimates. Definitive allocations will be performed and
finalized based on certain valuations and other studies that will be performed by Kadant with the services of outside valuation specialists. Accordingly, the
purchase price allocation adjustments and related amortization reflected in the following unaudited pro forma condensed combined financial statements are
preliminary, have been made solely for the purpose of preparing these statements, are subject to revision, and will be adjusted based on a final determination
of the fair values.

The unaudited pro forma condensed combined statements of income also include certain purchase accounting adjustments, including items expected
to have a continuing impact on the combined results, such as increased amortization expense on acquired intangible assets. The unaudited pro forma
condensed combined statements of income do not include the impacts of any revenue and cost or other operating synergies that may result from the
acquisition, other than the actual cost savings related to NII employees who are not part of the acquisition (see Note 2(n) herein). The unaudited pro forma
condensed combined statements of income do not reflect certain amounts resulting from the acquisition because we consider them to be of a non-recurring
nature.

    



KADANT INC.

The following table represents the preliminary estimated allocation of the purchase price for the Company's acquisition of NII over the estimated fair
value of the assets acquired and liabilities assumed. Kadant is still in the process of assembling the information necessary to finalize the allocation of the total
purchase price and will obtain a final supporting third party valuation for certain tangible and intangible assets. The allocation of the purchase price will likely
change upon completion of this assessment process.

The allocation of the purchase price of NII as of April 1, 2017 is as follows:

(In thousands)  
Estimated Fair

Value

   
Cash and Cash Equivalents  $ 2,008
Accounts Receivable  6,819
Inventory  25,014
Other Current Assets  1,553
Property, Plant, and Equipment  12,809
Other Assets  25
Intangible Assets  74,690
Goodwill  81,447

Total Assets Acquired  $ 204,365

   
Accounts Payable  $ 3,090
Customer Deposits  4,637
Other Current Liabilities  4,048
Long-Term Deferred Income Taxes  17,531
Other Liabilities  51

Total Liabilities Assumed  $ 29,357

Net Assets  $ 175,008

   
Purchase Price:   
Cash Paid to Seller  $ 4,990
Cash Paid to Seller Borrowed Under the Revolving Credit Facility  170,018

Total Purchase Price  $ 175,008

The estimated values of current assets, excluding inventory, and current liabilities were based upon their historical costs on the date of acquisition
due to their short-term nature. Inventory and property, plant and equipment were recorded at estimated fair value based primarily on cost and market
approaches.

The following are the identifiable intangible assets acquired and the respective periods over which the assets will be amortized based on the
underlying economic benefits to be realized:

(In thousands)  Amount  
Weighted-

Average Life

Customer Relationships  $ 47,180  12
Existing Technology  16,800  15
Tradenames  8,500  Indefinite
Other Intangibles  2,210  5

  $ 74,690   

The amount assigned to identifiable intangible assets acquired was based on their respective fair values determined as of the acquisition date with
assistance from an outside valuation consultant, using income and cost approaches. The excess of the purchase price over the tangible and identifiable
intangible assets was recorded as goodwill and amounted to approximately $81,447,000.
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KADANT INC.

PRO FORMA CONDENSED COMBINED BALANCE SHEET
(Unaudited)

    

  April 1, 2017

(In thousands)  Kadant Historical  NII Historical  
Pro Forma

Adjustments  
Pro Forma
Combined

         
Assets         
Current Assets:         

Cash and cash equivalents  $ 71,540  $ 13,379  $ (21,270) a $ 63,649
Restricted cash  1,543  —  —  1,543
Accounts receivable, net  71,926  6,819  —  78,745
Related party receivable  —  16,791  (16,791) b —
Inventories  59,841  21,574  3,440 c 84,855
Other current assets  17,299  1,322  231 d 18,852

Total Current Assets  222,149  59,885  (34,390)  247,644

         
Property, Plant, and Equipment, Net  48,630  8,657  4,152 e 61,439
         
Other Assets  12,421  274  243 b, f, j 12,938
         
Intangible Assets, Net  51,816  106  74,584 g, h 126,506
         
Goodwill  153,811  23,351  58,096 g, h 235,258
         
Total Assets  $ 488,827  $ 92,273  $ 102,685  $ 683,785

         
Liabilities and Stockholders' Equity         
Current Liabilities:         

Short-term obligations  $ 655  $ 6,716  $ (6,716) i $ 655
Accounts payable  25,218  3,090  —  28,308
Related party payable  —  859  (859) b —
Accrued payroll and employee benefits  17,231  2,089  —  19,320
Customer deposits  25,337  4,637  —  29,974
Other current liabilities  22,175  1,959  —  24,134

Total Current Liabilities  90,616  19,350  (7,575)  102,391

         
Long-Term Deferred Income Taxes  15,526  327  17,204 j 33,057
         
Other Long-Term Liabilities  17,500  155  (104) k 17,551
         
Long-Term Obligations  69,895  35  169,983 i, l 239,913
         
Total Kadant Stockholders' Equity and NII Parent Company Investment  293,478  72,406  (76,823) a.iv, m 289,061

Noncontrolling interest  1,812  —  —  1,812

Total Stockholders' Equity  295,290  72,406  (76,823)  290,873

         
Total Liabilities and Stockholders' Equity  $ 488,827  $ 92,273  $ 102,685  $ 683,785

The accompanying notes are an integral part of these unaudited pro forma condensed combined financial statements.
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KADANT INC.

PRO FORMA CONDENSED COMBINED STATEMENT OF INCOME
(Unaudited)

  Fiscal Year Ended December 31, 2016

(In thousands, except per share amounts)  Kadant Historical  NII Historical  
Pro Forma

Adjustments  
Pro Forma
Combined

         
Revenues  $ 414,126  $ 77,212  $ —  $ 491,338

Costs and Operating Expenses:         
Cost of revenues  225,737  41,833  323 o 267,893
Selling, general, and administrative expenses  135,753  16,889  (2,238) n 156,374

      5,808 p  
      162 o  

Research and development expenses  7,380  2,249  —  9,629
Other income  (317)  —  —  (317)

  368,553  60,971  4,055  433,579

Operating Income  45,573  16,241  (4,055)  57,759
Interest Income  269  147  —  416
Interest Expense  (1,293)  (200)  200 q (4,954)
      (3,552) r  
      (109) s  

Income from Continuing Operations Before Provision for Income Taxes  44,549  16,188  (7,516)  53,221
Provision for Income Taxes  12,083  3,177  (1,177) t 14,083

Income from Continuing Operations  32,466  13,011  (6,339)  39,138
Net Income Attributable to Noncontrolling Interest  (392)  —  —  (392)

Income from Continuing Operations Attributable to Kadant and NII  $ 32,074  $ 13,011  $ (6,339)  $ 38,746

         
Earnings per Share from Continuing Operations Attributable to Kadant
and NII         
Basic  $ 2.95      $ 3.56
Diluted  $ 2.88      $ 3.48

Weighted Average Shares        
Basic  10,869      10,869

Diluted  11,149      11,149

The accompanying notes are an integral part of these unaudited pro forma condensed combined financial statements.
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KADANT INC.

PRO FORMA CONDENSED COMBINED STATEMENT OF INCOME
(Unaudited)

  Three Months Ended April 1, 2017

(In thousands, except per share amounts)  Kadant Historical  NII Historical  
Pro Forma

Adjustments  
Pro Forma
Combined

         
Revenues  $ 102,857  $ 22,176  $ —  $ 125,033

Costs and Operating Expenses:         
Cost of revenues  53,865  12,260  81 o 66,206
Selling, general, and administrative expenses  34,799  4,669  (560) n 40,401

      1,452 p  
      41 o  

Research and development expenses  2,147  103  —  2,250

  90,811  17,032  1,014  108,857

Operating Income  12,046  5,144  (1,014)  16,176
Interest Income  104  30  —  134
Interest Expense  (348)  (47)  47 q (1,341)
  —  —  (960) r  
      (33) s  

Net Income Before Provision for Income Taxes  11,802  5,127  (1,960)  14,969
Provision for Income Taxes  2,735  1,043  (299) t 3,479

Net Income  9,067  4,084  (1,661)  11,490
Net Income Attributable to Noncontrolling Interest  (116)  —  —  (116)

Net Income Attributable to Kadant and NII  $ 8,951  $ 4,084  $ (1,661)  $ 11,374

         
Earnings per Share Attributable to Kadant and NII        

Basic  $ 0.82      $ 1.04
Diluted  $ 0.80      $ 1.02

Weighted Average Shares        
Basic  10,952      10,952

Diluted  11,205      11,205

The accompanying notes are an integral part of these unaudited pro forma condensed combined financial statements.
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KADANT INC.

NOTES TO UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL STATEMENTS

Note 1 - Unaudited Pro Forma Condensed Combined Balance Sheet

The unaudited pro forma condensed combined balance sheet information as of April 1, 2017 gives effect to the acquisition by Kadant of NII as if it
had taken place on April 1, 2017 and is based on the historical balance sheets of Kadant as of April 1, 2017 and NII as of March 31, 2017.

The following pro forma adjustments are based on preliminary estimates, which may change as additional information is obtained and are as follows:

(a) Adjustments to cash were as follows:

i. Eliminate $13,379,000 of cash at NII that was retained by the sellers.

ii. Record cash paid to the sellers of $173,000,000, which was paid after April 1, 2017.

iii. Record additional borrowings of $170,018,000 to fund the majority of the acquisition consideration paid. These borrowings were financed under a
revolving credit facility (the "Credit Facility") effective as of March 2, 2017, in the aggregate principal amount of up to $300,000,000, as amended
on May 24, 2017, among Kadant, as Borrower, the Foreign Subsidiary Borrowers from time to time parties thereto, several banks and other financial
institutions or entities from time to time parties thereto, and Citizens Bank, N.A., as Administrative Agent and Multicurrency Administrative Agent.

iv. Record cash paid of $4,417,000 for acquisition-related transaction costs. The impact of the acquisition-related costs has been excluded from the pro
forma condensed combined statement of income in the fiscal year ended December 31, 2016 as it is a non-recurring item.

v. Record cash paid for deferred debt issuance costs of $492,000 related to the financing of the acquisition which were paid subsequent to April 1,
2017.

(b) Eliminate current and long-term related party receivables of $16,791,000 and $218,000, respectively, and current related party payable of $859,000,
which were settled prior to the closing of the acquisition.

(c) Adjust NII's inventory to fair value. The cost of revenues impact related to the write-up of inventory totaling $4,862,000 has been excluded from the pro
forma condensed combined statement of income as it is a non-recurring item.

(d) Recognize a receivable from the seller for NII's liabilities that will be reimbursed by the sellers.    

(e) Adjust NII's property, plant and equipment to fair value.

(f) Record deferred debt issuance costs of $492,000 incurred in connection with financing the acquisition that were paid subsequent to April 1, 2017.

(g) Eliminate NII's historical goodwill and intangible assets.

(h) Record goodwill and intangible assets associated with the acquisition.

(i) Eliminate debt obligations of NII that were settled prior to the closing of the acquisition.

(j) Record deferred taxes related to intangible assets and fair value adjustments to inventory and property, plant, and equipment at the applicable statutory
tax rate in effect at the related NII entities. Record a reclassification adjustment of $31,000 from deferred tax assets to deferred tax liabilities.

(k) Adjust NII's pension liability to fair value.

(l) Record additional borrowings under the Credit Facility to fund the majority of the acquisition consideration paid.
 
(m) Eliminate NII's historical equity accounts.
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KADANT INC.

NOTES TO UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL STATEMENTS

Note 2 - Unaudited Pro Forma Condensed Combined Statements of Income

The unaudited pro forma condensed combined statements of income for the fiscal year ended December 31, 2016, and three months ended April 1,
2017, give effect to the acquisition of NII by Kadant as if it had taken place as of the beginning of 2016 and are based on the historical statements of income
of Kadant for the fiscal year ended December 31, 2016 and the three months ended April 1, 2017 and NII for the fiscal year ended September 30, 2016 and
three months ended December 31, 2016.

The following pro forma adjustments are based on preliminary estimates, which may change as additional information is obtained:

(n) Record the actual cost savings related to NII employees who are not part of the acquisition.

(o) Record additional depreciation expense associated with fair value adjustments for property, plant and equipment, which is amortized using the straight-
line method over estimated remaining useful lives of 9 to 12 years for buildings and 5 years for machinery and equipment.

(p) Record amortization expense associated with the definite-lived intangible assets. The impact of the write-up of acquired backlog of $1,290,000 has been
excluded from the pro forma condensed combined statement of income for the fiscal year ended December 31, 2016 as it is a non-recurring item.

(q) Eliminate NII's historical interest expense related to debt that was settled prior to the closing of the acquisition.

(r) Record an increase to interest expense to reflect the additional borrowings of $170,018,000 to fund the purchase of NII. Interest expense has been
calculated based on interest rates available to Kadant under the Credit Facility. The weighted average interest rates associated with these borrowings are
approximately 2.09% and 2.26% for the fiscal year ended December 31, 2016 and the three months ended April 1, 2017, respectively. A variance of 1/8%
in interest rates on these borrowings would change interest expense by $215,000 in the fiscal year ended December 31, 2016 and $54,000 in the three
months ended April 1, 2017.

(s) Record interest expense related to amortization of debt issuance costs incurred in connection with financing the acquisition.

(t) Record the income tax effect of the pro forma adjustments and the effect of treating NII U.S. entities as taxable within Kadant's consolidated U.S. group
at an estimated effective tax rate of 26% in fiscal 2016 and 23% in the three months ended April 1, 2017.
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