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Item 2.02.                                        Results of Operations and Financial Condition.
 

On February 14, 2019, SPX Corporation (the “Company”) held a previously announced conference call to discuss the Company’s results for the
three and twelve months ended December 31, 2018 and its 2019 financial guidance. The conference call was simultaneously webcast via the Company’s
website at www.spx.com and the slide presentation was available in the Investor Relations section of the Company’s website. A transcript of the conference
call and the slide presentation accompanying the conference call are furnished as Exhibits 99.1 and 99.2 hereto, respectively, and are incorporated into this
Item 2.02 by reference.
 

The conference call transcript and slide presentation incorporated by reference into this Item 2.02 contain certain non-GAAP financial measures,
including disclosure regarding “adjusted revenues” and “adjusted segment income (loss)”, defined as revenues and segment income (loss) for the Company
excluding the “All Other” group of operating segments, with “All Other” comprised of the results of the South African operations and SPX Heat Transfer
business (“Heat Transfer”). Due, in part, to certain wind-down activities, and the related decline in volumes, the South African operations and Heat Transfer
have a diminishing impact on the Company’s operating results over the long term.  As such, the Company’s management believes it is useful to investors to
disclose revenues and segment income (loss) without the results of the “All Other” group of operating segments to provide investors with metrics that the
Company’s management uses to measure the overall performance of its businesses. Additionally, during the three and twelve months ended December 31,
2018, the Company included adjustments to arrive at adjusted revenues and adjusted segment income (loss) by excluding non-recurring charges associated
with (i) the step-up of inventory (to fair value) acquired in connection with the Schonstedt and Cues’ acquisitions that were completed on March 1, 2018, and
June 7, 2018, respectively, (ii) amortization expense associated with the backlog intangible asset acquired in connection with the Cues’ acquisition, and
(iii) deferred revenues acquired in the Cues’ transaction. Adjusted revenues and adjusted segment income (loss) do not provide investors with an accurate
measure of, and should not be used as substitutes for, the Company’s revenues and segment income (loss) as determined in accordance with accounting
principles generally accepted in the United States (“GAAP”), and may not be comparable to similarly titled measures reported by other companies.
 

The conference call transcript and slide presentation incorporated by reference into this Item 2.02 also contain disclosure for the three and twelve
months ended December 31, 2018 regarding  “adjusted revenue” and “adjusted segment income” for the Company’s Detection and Measurement reportable
segment, defined as revenue and segment income for its Detection and Measurement reportable segment excluding the inventory step-up charges, backlog
amortization, and the adjustment to acquired deferred revenue noted above. Adjusted revenue and adjusted segment income for the Detection and
Measurement reportable segment does not provide investors with an accurate measure of, and should not be used as a substitute for, revenue and segment
income of the Detection and Measurement reportable segment as determined in accordance with GAAP, and may not be comparable to similarly titled
measures reported by other companies.
 

The conference call transcript and slide presentation incorporated by reference into this Item 2.02 also contain disclosure regarding “adjusted
operating income (loss)” and “adjusted earnings (loss) per share”, defined as operating income (loss) and diluted net income (loss) per share from continuing
operations excluding the following items: (a) results of the “All Other” group of operating segments, (b) non-service pension and postretirement expense
(income), (c) acquisition related charges, (d) losses on the sale of the Company’s Dry Cooling business, (e) non-cash charges associated with the
amendment/refinancing of our senior credit agreement, (f) a non-recurring gain on interest rate swaps that no longer qualified for hedge accounting, and
(g) the removal of certain discrete income tax benefits, as applicable, as well as (h) the income tax impact of items (a) through (f). In addition to the
Company’s “All Other” group of operating segments, as described above, the Company’s management views the impact related to each of the other items as
not indicative of the Company’s ongoing performance. The Company believes that inclusion of only the service cost and prior service cost components of
pension and postretirement expense better reflects the ongoing costs of providing pension and postretirement benefits to its employees. Other components of
GAAP pension and postretirement expense (income) are mainly driven by market performance, and the Company manages these separately from the
operational performance of its business. The Company believes adjusted operating income (loss) and adjusted earnings (loss) per share, when read in
conjunction with operating income (loss) and diluted net income (loss) per share from continuing operations, gives investors a useful tool to assess and
understand the Company’s overall financial performance, because they exclude items of income or expense that the Company believes are not reflective of its
ongoing operating performance, allowing for a better
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period-to-period comparison of operations of the Company. Additionally, the Company’s management uses adjusted operating income (loss) and adjusted
earnings (loss) per share as measures of the Company’s performance. The adjusted operating income (loss) and adjusted earnings (loss) per share measures do
not provide investors with an accurate measure of the actual operating income (loss) and diluted net income (loss) per share from continuing operations
reported by the Company and should not be considered as substitutes for operating income (loss) and diluted net income (loss) per share from continuing
operations as determined in accordance with GAAP, and may not be comparable to similarly titled measures reported by other companies.
 

The conference call transcript and slide presentation incorporated by reference into this Item 2.02 also contain disclosure regarding organic revenue
growth (decline), defined as revenue growth (decline) excluding the effects of foreign currency fluctuations and acquisitions/divestitures, as applicable. The
Company’s management believes that organic revenue growth (decline) is a useful financial measure for investors in evaluating operating performance for the
periods presented, because excluding the effect of currency fluctuations and acquisitions/divestitures, when read in conjunction with the Company’s revenues,
presents a useful tool to evaluate the Company’s ongoing operations and provides investors with a tool they can use to evaluate the Company’s management
of assets held from period to period. In addition, organic revenue growth (decline) is one of the factors the Company’s management uses in internal
evaluations of the overall performance of its business. This metric, however, should not be considered a substitute for revenue growth (decline) as determined
in accordance with GAAP, and may not be comparable to similarly titled measures reported by other companies.
 

The conference call transcript and slide presentation incorporated by reference into this Item 2.02 also contain disclosure regarding adjusted free
cash flow from (used in) continuing operations, defined as net cash from (used in) continuing operations, less capital expenditures of continuing operations
and excluding the free cash flow of the “All Other” group of operating segments. The Company’s management believes that adjusted free cash flow from
(used in) continuing operations is a useful financial measure for investors in evaluating the cash flow performance of multi-industrial companies, since it
provides insight into the on-going cash flow available to fund such things as mandatory and discretionary debt reduction, equity repurchases, and acquisitions
or other strategic investments. Adjusted free cash flow from (used in) continuing operations is not a measure of financial performance under GAAP. This
measure should not be considered a substitute for net cash flow from (used in) continuing operations, as determined in accordance with GAAP, but rather
should be used in combination with cash flows from (used in) operating activities as determined in accordance with GAAP, and may not be comparable to
similarly titled measures reported by other companies.
 

Refer to the tables included in the slide presentation for the components of each of the Company’s non-GAAP financial measures referred to above,
and for the reconciliations of these numbers to their respective comparable GAAP measures.
 

The information in this Report is being furnished and shall not be deemed “filed” for the purposes of Section 18 of the Securities Exchange Act of
1934, as amended, or otherwise subject to the liabilities of that Section. The information in this Report shall not be deemed incorporated by reference into any
filing under the Securities Act of 1933, as amended, except as shall be expressly set forth by specific reference in such filing.
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Item 9.01.                                        Financial Statements and Exhibits.
 
(d)                                 Exhibits.
 
Exhibit Number

 
Description

   
99.1

 

Transcript of conference call held February 14, 2019
99.2

 

Slide presentation dated February 14, 2019
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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
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SPX CORPORATION
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Date: February 20, 2019 By: /s/ Scott W. Sproule
  

Scott W. Sproule
  

Vice President, Chief Financial Officer and
  

Treasurer
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Exhibit 99.1
 
SPX Corporation (NYSE: SPXC)
 
SPX Corporation Reports Fourth Quarter and Full Year 2018 Results
 
Transcription of Call
 
February 14, 2019, 4:45 PM ET
 
Call Participants - Company
 
·              Paul Clegg (VP of Investor Relations, “IR”)
 
·              Gene Lowe (President and Chief Executive Officer. “CEO”)
 
·              Scott Sproule (Chief Financial Officer, “CFO”)
 
Call Participants - Other
 
·              Damian Karas, UBS
 
·              Brett Linzey, Vertical Research Partners
 
·              Robert Barry, Buckingham Research
 
Operator
 
Good day, ladies and gentlemen, and welcome to the Fourth Quarter 2018 SPX Corporation’s Earnings Conference Call. At this time, all participants are in a
listen-only mode. Later, we will conduct a question-and-answer session and instructions will follow at that time.
 
And I would now like to introduce your host for today’s conference Mr. Paul Clegg (IR), VP of Investor Relations and Communications. Mr. Clegg, you may
begin.
 
Paul Clegg (IR)
 
Thank you, Muriel. Good afternoon, everyone. Thanks for joining us. With me on the call today are Gene Lowe, our President and Chief Executive Officer;
and Scott Sproule, our Chief Financial Officer. A press release containing our fourth quarter and the full-year 2018 results was issued today after market
close. You can find the release and our earnings slide presentation, as well as a link to a live webcast of this call in the Investor Relations section of our
website at spx.com.
 
I encourage you to review our disclosure and discussion of GAAP results in the press release and to follow along with the slide presentation during our
prepared remarks. A replay of the webcast will be available on our website until February 22. As a reminder, portions of our presentation and comments are
forward-looking and subject to Safe Harbor provisions. Please also note the risk factors in our most recent SEC filings. Our comments today will largely
focus on adjusted financial results. You can find detailed reconciliations of
 



 
adjusted figures to their respective GAAP measures in the appendix to today’s presentation.
 
This quarter, we have revised our segment reporting structure to remove the results of our Heat Transfer business and South African operations from our
Engineered Solutions segment and include them as part of an All Other category when reporting our segment results. Our intent is to report these entities as
discontinued operations at such time as they meet the accounting requirements to do so. For the Heat Transfer business, we expect this to occur in the first
half of 2019. For South Africa, we anticipate reaching substantial completion of the projects by the end of 2019.
 
There is also a small service business in South Africa that was previously included in the GAAP and adjusted results of Engineered Solutions, for which we
are now assessing strategic options and have moved its results into the All Other category. The primary practical impact of this change is a more streamlined
disclosure to bridge from our GAAP to adjusted results. It is a minor impact on the reported 2018 results and 2019 guidance for our Engineered Solutions
segment. There are other adjustments to our GAAP results that we will discuss in more detail during our prepared remarks.
 
Finally, we will be hosting an Investor Day in New York on March 5, where we will discuss our vision for SPX, as well as various operational and growth
initiatives. The event will be webcast live and archived on our website. If you would like to attend, please contact us through the email address posted in the
Investor Relations section of our website. We will also be meeting with investors in the Northeast during the first quarter and participating in the Seaport
Global Industrials Conference in Florida on March 20.
 
And with that, I’ll turn the call over to Gene.
 
Gene Lowe (CEO)
 
Thanks, Paul. Good afternoon, everyone. Thanks for joining us. 2018 was a very positive year for SPX, and I’m proud of the work our team has done to drive
substantial improvement in our operational and financial performance. On the call today, we’ll give you a brief update on our overall results, segment
performances and end market conditions. We’ll also provide guidance before going into Q&A.
 
Overall solid execution resulted in a very strong year-over-year performance in 2018 with significant improvements in our earnings and cash generation.
Adjusted EPS increased 26%, while our segment income grew by $22 million, and we continued to drive strong free cash flow conversion. Both our HVAC
and Detection & Measurement segments performed well operationally and we are pleased with the results and pace of our integration of our acquisitions.
 
We are also excited by the opportunities created by our recent acquisition of Sabik from Carmanah, which enhances our specialty and obstruction lighting
platform within our Detection & Measurement segment to include marine solutions.
 



 
Our balance sheet remains strong and we remain well positioned to invest for sustainable double-digit earnings growth. Today, we are introducing 2019
guidance of adjusted EPS, excluding amortization, in a range of $2.50 to $2.65 or a midpoint of $2.58.
 
Turning to our results for Q4 and the full-year 2018, for the quarter, we reported adjusted earnings per share of $0.89, bringing us to full-year adjusted EPS of
$2.20 or $2.27 when excluding amortization. Adjusted operating income margin for the quarter was 13.8%, reflecting 350 basis points of increase. For the
year, adjusted operating income margin was 9.9% or a 110 basis point increase from the prior year.
 
A very strong performance in our HVAC segment was a significant driver of the quarter and full-year results in addition to the favorable effect of operational
initiatives and the benefit of acquisitions in our Detection & Measurement segment. I appreciate the efforts of all of our employees, and I’d like to specifically
call out John Swann and his team in his heating businesses who did a very nice job driving new product initiatives, channel strategies and responding to
customer demand during the year.
 
As always, I’d like to give you a recap on the progress of our value creation initiatives. 2018 was a milestone year for SPX. Over the past three years, we have
more than doubled our earnings and margins while transforming SPX into a much healthier, stronger company. Last year, we experienced significant
headwinds in input costs that drove us to enhance our sourcing and pricing processes, ultimately making us an even more efficient organization. Despite these
headwinds, we achieved our strongest profitability in years.
 
In 2018, we also closed two acquisitions and announced another that has since closed, and I’m very pleased with the processes and teams we have put into
place to manage the integrations. I’m proud of our business, integration and functional teams, who showed great leadership and put in a lot of hard work on
these three proprietary transactions. The purchase of CUES and Schonstedt strengthened our global leadership position in location and inspection equipment.
Additionally, the recent closing of the Sabik acquisition expands our leading position in engineered specialty lighting solutions.
 
2018 was also a year where the results of our operational and new product development initiatives became increasingly visible in our results. While colder
winter temperatures were a driver of seasonal end market demand for our heating business, our successful development and launch of new high efficiency
residential and commercial boilers and our campaign to enhance and deepen our sales and distribution channels were also evident in our share gains and our
ability to efficiently meet robust customer demand.
 
In our Detection & Measurement segment, our initiatives to enhance our global sales penetration of communication technologies markets helped generate
strong sales of our wireless spectrum monitoring and communication intelligence products. JB Ballard and his team had numerous project wins and continue
to anticipate customer needs and develop market-leading technologies such as our drone detection solutions.
 
And now, I’ll turn the call to Scott to review our financial performance.
 



 
Scott Sproule (CFO)
 
Thanks, Gene. On a GAAP basis, we reported earnings per share of $0.88 for Q4 and $1.75 for the full-year. On an adjusted basis, our earnings per share for
Q4 was $0.89 and $2.20 for the full-year. Our adjusted earnings per share excludes the results of our South African and Heat Transfer operations. As Paul
discussed, as part of the change in our segment reporting structure, a small service business in South Africa, which was previously a part of our core
operations, is now combined with the South African projects and excluded from adjusted results.
 
Our prior 2018 guidance included approximately $25 million in revenue and $0.03 of adjusted EPS associated with this business for the full-year.
Additionally, we’ve adjusted out one-time costs associated with closing and integrating our recent acquisitions, as well as non-service pension items.
Consistent with our accounting practice, in the fourth quarter, we record mark-to-market adjustments to true up our pension actuarial assumptions to our
actual experience over the year, and these items have been removed from our adjusted results. In Q4, we also experienced certain favorable discrete tax
benefits that were material to our GAAP results, but have been removed from our adjusted results as they’re pertaining to pre-spin activities.
 
Turning now to our adjusted results, for Q4, revenues increased 13%, driven primarily by the acquisitions in Detection & Measurement and our strong
performance in the HVAC segment. Segment income grew $17 million and margin expanded 220 basis points with the largest impact from our strong sales of
HVAC heating products and a favorable sales mix in Detection & Measurement. On a full-year basis, revenue increased 8% due to stronger HVAC revenues
and acquisitions in Detection & Measurement. Full-year organic revenue growth was approximately 2.3% and segment margin increased 50 basis points due
to stronger HVAC margins.
 
Now, I’ll walk you through the details of our results by segment starting with HVAC. For the quarter, organic revenues increased 13.9% due to the strong
sales of our heating products. This includes the effects of strong seasonal demand as well as share gains from our new product additions and channel
initiatives. The segment income margins of 20.4% represented an increase of 390 basis points, reflecting both the benefits of higher plant throughput in
heating and a favorable comparison with the prior year, which included a charge associated with legal matters and lower plant utilization.
 
On a full-year basis, revenue was up 13.7% organically, segment income rose 21% and segment margin increased 100 basis points, benefited from higher
operating leverage in our heating business. Our heating product sales grew 15.5% in 2018. We estimate that very strong seasonal demand and a competitive
win on a large replacement order accounted for about two-thirds of this increase, which we have taken into account as we set our 2019 guidance for the
segment.
 
In Detection & Measurement, revenues increased 28.7% due to the addition of Schonstedt and CUES, both purchased in the first half of 2018. Organic
revenue was modestly down
 



 
due to project timing associated with our fare collection business. Segment income increased approximately 39%, while segment margin of 26.4% is our best
quarterly performance since the spin, driven largely by favorable project deliveries, particularly in communication technologies, where several project sales
were concentrated in the fourth quarter.
 
On a full-year basis, revenue increased 23.5% due to the acquisitions, while segment income increased 24% and margins remained constant at 24.4%. Given
that the 2018 results included incremental amortization expense associated with the acquisitions, this was a very strong earnings performance for the segment.
 
In Engineered Solutions, revenues for the quarter increased 4.4%, reflecting higher revenues in both Transformers and process cooling. Segment margin
declined 90 basis points largely due to the lower than expected Transformers throughput, partially offset by better mix and execution in process cooling,
including increased sales of our components. We saw sequential improvement in our Transformer margins associated with productivity initiatives albeit at a
somewhat slower than anticipated pace.
 
On a full-year basis, segment revenue declined 4.2%, as part of our business model shift in process cooling, and segment income margin declined 140 basis
points due to Transformers performance. We continue to make progress on operational improvements in the Transformers business and reflected this in our
2019 guidance expectations for higher segment margins.
 
Turning now to our financial position at the end of the year, our balance sheet remains solid. We ended the quarter with cash and equivalents of $69 million.
For the full-year 2018, we generated adjusted free cash flow of approximately $123 million, representing conversion of adjusted net income of 125%. We
continue to target conversion of 110% or better on an annual basis.
 
As expected, our net leverage ratio declined to 1.7 times towards the lower end of our target range of 1.5 to 2.5 times. Pro forma for the acquisition of Sabik,
which closed on February 1, our net leverage would have been 2 times. And we expect our leverage to decline as we generate cash and expand our EBITDA
during 2019, particularly over the second half of the year.
 
Moving on to our full-year 2019 guidance, as a reminder, all the profit and margin figures I will provide exclude amortization expense largely associated with
our completed acquisitions. We believe this provides a better comparability measure with prior periods when acquisitions had little or no impact on our results
and provides a measure of performance that we believe is more reflective of economic returns. Our 2019 adjusted results will exclude approximately $6
million of amortization expense. In 2018, we had approximately $3 million of amortization expense.
 
For the full-year 2019, we expect to achieve adjusted earnings per share in a range of $2.50 to $2.65. This represents an increase of about 13.5% at the
midpoint compared with
 



 
2018 results of $2.27 when amortization expense is excluded. On an adjusted basis, we are targeting revenue of $1.5 billion, an increase of about 4%, segment
income margin of approximately 15% and operating income margin of approximately 11%.
 
Turning to segment guidance, in our HVAC segment, at the beginning of each year, we set guidance that anticipates an average level of seasonal demand in
our heating business. As such, after experiencing demand that was well above normal last year, we are setting our guidance for 2019 HVAC revenue at
approximately flat with 2018 on a range of $570 million to $580 million and the segment margins modestly higher in a range of 15.5% to 16%.
 
This anticipates continued solid organic share gains from product and channel initiatives in both heating and cooling, largely offsetting the normalization of
seasonal heating demand. If you normalize for year-over-year seasonal heating demand, our segment organic growth rate would be in line with our long-term
target range of 2% to 4%. Looking at our performance over a longer period, using our 2019 midpoint guidance, our HVAC revenue growth reflects a three-
year CAGR of 4%.
 
In Detection & Measurement, we expect revenue in a range of $385 million to $395 million, an increase of more than 20%, reflecting the effect of full-year of
our 2018 acquisitions, the addition of our Sabik acquisition and organic revenue growth of approximately 3%. Adjusted segment income margins are
expected to be 23% to 24%. Given that a portion of our project revenue is not currently in backlog, we believe this is the prudent way to set our guidance.
 
In Engineered Solutions, we expect revenue of $530 million to $540 million or approximately flat with 2018. Our guidance anticipates growth in
Transformers and process cooling component sales, offset by a somewhat more cautious outlook on process cooling service projects. We would expect
Engineered Solutions segment income margin to increase by 150 basis points, reflecting the continued shift to a more favorable mix of business in process
cooling and continued sequential improvement in the operational performance of Transformers.
 
Regarding commodity costs and pricing initiatives, in 2018, price/cost represented a headwind of approximately 50 basis points to our full company results.
We felt most of this impact in the first half of the year with the effect of price increases helping to mitigate the full-year impact during the second half of
2018. Based on our current expectations for price/cost, we anticipate a similar size tailwind of about 50 basis points in our results for 2019. The impact of this
has been included in the segment guidance I just provided.
 
For our cash flow performance, we continue to target conversion at 110% of adjusted net income. With respect to the South African operations, we continue
to progress towards substantial completion of our role in the projects by the end of this year. We expect our net cash usage in South Africa to be nominal on
an aggregate basis during 2019 and for our remaining time in South Africa. By comparison, in 2018, we used $24 million of cash in South Africa, which was
consistent with our expectations.
 



 
As we said before, not all periods will be consistent. We do anticipate quarters of net cash inflow as well as others of net cash outflow. Based on our strong
cash flows and minimal usage in South Africa, we expect our net leverage to return to the lower end of our target range, leaving significant flexibility for
further capital deployment this year. As always, you’ll find details of other factors driving guidance in the appendix of today’s presentation, including our tax
rate, which we expect to be approximately 23%.
 
Now, I’ll turn the call back to Gene for a review of our end markets and his closing comments.
 
Gene Lowe (CEO)
 
Thanks, Scott. Overall, we continue to be well positioned in our end markets for 2019 and beyond. In HVAC Cooling, our order pipeline remains solid. While
there are areas of tapering growth, our core North American commercial and institutional base appears steady, consistent with overall macroeconomic
fundamentals. In HVAC Heating, we experienced a very strong Q4. Seasonal demand in the first several weeks of the new year was solid overall and our
channels appear to remain balanced. We also continue to experience nice traction from our new product and channel initiatives that drove strong sales in Q4.
 
In Detection & Measurement, we continue to see solid demand for run-rate products and a continued firm level of orders in our project-related businesses.
Demand and pricing in the medium power transformer market remain steady and our backlog currently covers production into late 2019. In our process
cooling business, we continue to see the benefits of our business model shift towards components. While our overall project end markets remain stable and
support our 2019 outlook, we have seen some caution in energy-related projects.
 
Before I turn the call to Paul, I’d like to say that I’m very pleased with our strong performance and the state of our business as we drive towards another year
of growth and value creation. I believe we are in the strongest position since the spin to continue delivering sustainable double-digit earnings growth and
substantial cash generation. With three acquisitions complete, our integrations are going well, our investments in our businesses are bearing fruit, and we feel
good about achieving our 2019 targets as well as reaching our 2020 goal of $3 per share of adjusted EPS.
 
The significant positive changes and investments we have executed to reshape our company over the last few years have paid off. We have seen profit,
margins and cash flows expand significantly while maintaining a strong balance sheet. This year, we are expecting adjusted EBITDA approaching $200
million, adjusted segment income margins in the mid-teens and solid free cash flow conversion. We also retain the capacity to deploy significant additional
capital for further value creation initiatives, including for further organic growth, additional M&A within our growth platforms and other modes of driving
value for investors. I look forward to seeing many of you at our Investor Day in March and updating you throughout the year on our progress towards our
goals.
 



 
And now, I’ll turn it back over to Paul.
 
Paul Clegg (IR)
 
Thanks, Gene. Muriel, we are ready to go to questions.
 
Q&A
 
Operator
 
Thank you. Our first question comes from Damian Karas from UBS. Your line is now open.
 
[Q] - Damian Karas: Hey. Good afternoon, everyone.
 
[A] - Gene Lowe (CEO): Hey, Damian.
 
[A] - Scott Sproule (CFO): Hey, Damian.
 
[A] - Paul Clegg (IR): Hey, Damian.
 
[Q] - Damian Karas: I did want to let you know that I couldn’t think of a more exciting way to spend Valentine’s Day evening talking quarterly earnings with
you all. So, thanks for helping to keep things interesting over here, guys.
 
[A] - Gene Lowe (CEO): Tough day, Damian. We agree, we agree.
 
[A] - Paul Clegg (IR): Sorry for the timing, Damian.
 
[Q] - Damian Karas: I was just kidding, obviously. I do want to start out asking you about HVAC. Obviously, pretty outstanding year exceeding your
expectation. But I was hoping you might be able to parse out a little bit your expectations and guidance for the year. It sounds like you’re expecting heating
down, mostly for seasonal factors. But could you maybe add a little bit color? What are you thinking on the cooling side? How much growth have you baked
into your guidance? And also just curious whether you feel like some of the strength you saw in the fourth quarter was perhaps pull-forward demand,
customers just trying to get ahead of some of your most recent round of price increases.
 
[A] - Scott Sproule (CFO): Hey, Damian. This is Scott. I’ll take the question. So, overall, we’re saying about flat for the year. At a high level, the way to look
at this is that the really strong seasonal demand that we saw this year — and if you look at the winter demand, so higher demand in Q1 of 2018 and obviously
higher demand in Q4, that winter — those winter seasons combined was the strongest demand we’ve seen in 10 years. So, it really was a tremendous year for
us.
 
If you would normalize that out going into 2019, that’d be about a 3% decline in the revenue profile. So, what we’re doing in our guide is we’re saying that
our organic initiatives between new product introductions, channel initiatives and pricing are offsetting that decline. So, you really are seeing an underlying
strengthening of the organic initiatives across both cooling and heating, both contributing to that level and being able to maintain the overall level of revenues
for 2019.
 



 
[Q] - Damian Karas: Okay. But anything you can offer in terms of 1Q? Obviously, the comps are tough, because you did have that stronger heating season last
year. But you’ve also had a really cold winter, as evidenced a few weeks ago in the States. How should we be thinking about what the first quarter could look
like for the business?
 
[A] - Scott Sproule (CFO): Yeah. I think in total — in the appendix, we’ve kind of provided what does the segment breakdown by quarter — segment income
breakdown by quarter look like over the last couple of years. I’d say you have a similar profile as a percent of the — of obviously a larger year in this year.
And as Gene mentioned in his comments, we’ve seen some good demand, not to the same level as last year — Q1 of last year, because if you remember there
was a late start to winter at the end of 2016 and some of that volume actually came into 2017 — or sorry, 2017 to 2018, sorry.
 
[Q] - Damian Karas: Okay, got it. And staying on HVAC, just kind of thinking of the industry, there is a lot of talk out there about possible consolidation. I’m
wondering if you have any views on that and what the implications could be for your cooling business if any of the chiller OEMs that you guys pair with were
to possibly combine.
 
[A] - Gene Lowe (CEO): Yeah. Damian, we’re always keeping our eyes on the changing environment, and we see a lot of the discussion and talk about that.
It’s something we’re going to stay close to, and if opportunities could arise, we’ll evaluate those. What I would say is in the markets we serve in HVAC, as a
reminder, they’re pretty distinct from the chillers, and we have a very strong, we would believe, leadership position in the vast majority of our HVAC product
lines. But it could provide some opportunities for us. I’d say it’s something that we’re tracking and if there’s opportunities that arise, we’ll stay close to it.
 
[Q] - Damian Karas: Okay. And one last quick one. Just wanted to ask you a little bit more color on capital allocation. You talked about still having some
good capacity. But as you think back about a year ago, you talked about $600 million that you saw as available through 2020. You have taken a nice bite of
the apple here with the three deals probably to the tune of about $250 million. Just curious how you’re thinking about that capacity now and the timing of any
future actions. Do you feel like there is a need to maybe take a short-term pause or can this deal machine kind of keep churning?
 
[A] - Gene Lowe (CEO): Yeah. I’d say, Damian, absolutely not. We actually feel good about our balance sheet. We’re generating a lot of cash, and if you look
at our balance sheet, we are going to maintain a very prudent balance sheet. Just to step back on the business development side, I’m very pleased with our
business development activities last year. I view 2018 as a year where we really validated our strategies. All three of our acquisitions were in the Detection &
Measurement segment. And you look at CUES and Schonstedt, that really has built a very strong locate and inspect platform. We really like how that has built
out our platform there. Sabik, we think, is really a nice acquisition that will broaden our flash product offerings. So, these are all proprietary deals. I think
these deals will all add real shareholder value, and I think the teams did a great job both on the deal execution and the integration.
 



 
This is also going to be something that we go into a lot deeper. This is a part of our business system that we’re going to go — I’d say we’re going to share a
lot more of that in March. But to put it very simply to your question for 2019, our strategy remains the same and we still think we have a very attractive
opportunity to continue to build out our HVAC and Detection & Measurement platforms. We will be disciplined, and the types of opportunities we see are
going to be the same types of businesses that we are, leadership positions, engineered products, niche markets, things that can really help us strengthen our
competitive position within our existing platform. So, we view it as a good year and we actually think there is some nice momentum there. And I think in
terms of our capacity, anything else you’d like to add there?
 
[A] - Scott Sproule (CFO): The only thing I’d add, you mentioned from a balance sheet perspective, we feel comfortable about being able to deploy additional
capital. As I said, by the end of 2019, we’ll be back towards the low-end of our range, which is not a place we necessarily want to operate at, at natural times.
So, we definitely have the capacity there. And then, from a management team capacity, we also have the capacity there. Sabik is a different part of our
organization than the CUES and Schonstedt acquisitions were. So, there is — and we freed up some of the other corporate resources that had been — being
utilized for integration. So, we do have both balance sheet and people capacity to continue on.
 
[A] - Gene Lowe (CEO): And one last comment, Damian, we did highlight the $600 million a couple of years ago. Obviously, our EBITDA has increased
very significantly, and we’ll be unveiling in March what we see as the opportunity to drive shareholder value over the next couple of years. So, we’ll get into
some good detail there.
 
[Q] - Damian Karas: Okay. Thanks, guys. I’ll pass it along.
 
Operator
 
Our next question comes from Brett Linzey from Vertical Research Partners. Your line is now open.
 
[Q] - Brett Linzey: Hi. Good afternoon, all.
 
[A] - Scott Sproule (CFO): Hi, Brett.
 
[A] - Gene Lowe (CEO): Hey, Brett.
 
[A] - Paul Clegg (IR): Hi, Brett.
 
[Q] - Brett Linzey: Hey, just want to come back to HVAC. I know you faced some price/cost pressures early in the year — or really through the year as prices
feathered in. How was price/cost in the quarter, and if it was negative, how are you thinking about the early part of 2019?
 
[A] - Scott Sproule (CFO): Yeah. Price/cost was not a significant factor for us in the quarter. So, we feel good about that, because obviously we had — the
first half, we saw pressures
 



 
across the company, a little bit still residual in Q3, and then we really weren’t affected negatively materially either way in Q4. And we have the price
increases in place. They are sticking. So, we’re feeling good about being able to really offset the overall company, about 50 bps headwind that we saw in
2018, and offset that in 2019.
 
[Q] - Brett Linzey: Okay, good. And then, sticking with HVAC, aside from maybe some conservatism and the tough comp you guys do have, is there anything
internally that you’re seeing, be it backlog, frontlogs, customer project push-outs that would inform a slower growth scenario in 2019 for HVAC?
 
[A] - Gene Lowe (CEO): Yeah. Brett, this is Gene. I think what we are seeing in all the reports, all the Dodge reports, all the frontlog, we are still seeing
growth in the commercial and institutional markets. As a reminder, the bulk of our company, the bulk of our HVAC is North American-based. So, we’re still
seeing growth, but I’d say a little bit lower growth than we had last year. We have a strong frontlog. We have a lot of projects going on. We feel good, but we
always track those indices to keep our eyes on that.
 
The other thing just as a data point, as we’ve communicated many times, we have a significant portion of our company that is replacement demand, and that’s
also true for HVAC, where somewhere in the neighborhood of two-thirds of our demand is really just replacement. So, it’s not as linked to new greenfield
commercial builds, for example. But that is something that definitely is a material portion of our business and something we’re keeping our eyes on.
 
[Q] - Brett Linzey: Okay, good. And then, maybe just one on D&M, could you just maybe provide a little bit more color on the divisional level expectation
organically for 2019? I know you mentioned Genfare had some push-outs, a little bit of lumpiness there. Any color you could share would be great.
 
[A] - Scott Sproule (CFO): So, just to clarify on Genfare, as we’re talking about for 2018, there really wasn’t push-outs. If you remember, back in 2017, we
had a very large project that was executing in the latter part of the year and that was for San Francisco. So, it just created a tough comp in the year,
particularly in Q4. So, it really wasn’t about push-outs. It’s about having to replace something that they didn’t have the same magnitude of an order for. We’re
really not going to get into individual business unit kind of what the organic profile looks like. But what I’ll say is we are seeing decent organic growth across
most of the portfolio, and as we said, 3% overall for the business. So, we’re feeling good there. And as we’ve talked in the past, roughly two-thirds of the
business is run-rate and the other third is project-oriented. And it being earlier in the year and with a lot of the — a good chunk of that project still not in
backlog, but feeling good about the order opportunities there, we try to prudently position ourselves with our guidance.
 
[Q] - Brett Linzey: Okay, good.
 
[A] - Gene Lowe (CEO): Yeah. The run-rate, which approximately two-thirds of Detection is more run-rate, has been showing nice steady demand. And then,
the projects where the
 



 
teams really did a nice job converting last year, we’re seeing a nice project frontlog, and that’s really more in the communication technologies and then in the
transportation side. So, that’s a positive. But as Scott alluded to, we try to balance that as we go into the year.
 
[Q] - Brett Linzey: Okay, great. I’ll leave it there. Thanks, guys.
 
[A] - Gene Lowe (CEO): Thanks, Brett.
 
Operator
 
And our final question comes from Robert Barry from Buckingham. Your line is now open.
 
[Q] - Robert Barry: Hey, guys. Good evening.
 
[A] - Scott Sproule (CFO): Hey, Robert.
 
[A] - Gene Lowe (CEO): Hey, Robert.
 
[Q] - Robert Barry: Maybe just starting by picking up on that last question, so should we assume that the growth in Detection in 1Q as a little weaker? I think
that would be the kind of last quarter of lapping that project.
 
[A] - Scott Sproule (CFO): You’re right. We did have a little bit of that project from a transportation perspective in Q1. It will be — obviously, you’re talking
about just from an organic perspective, is that correct, Robert?
 
[Q] - Robert Barry: Yeah, exactly. Just maybe some pressure there and then — yeah.
 
[A] - Scott Sproule (CFO): Yeah. So, obviously, we’re not giving guide. But it’s going to be — it’ll be weaker than the full-year organic, but we still see some
good opportunities from a growth in Q1.
 
[Q] - Robert Barry: Got it. Could you talk a little bit about what’s happening in the Engineered business? I know you mentioned some productivity issues,
some throughput — slower throughput seems to have weighed on margins. I think those came in a bit lower than you were expecting. Just what’s happening
there and how that kind of reads through into this year?
 
[A] - Scott Sproule (CFO): Yeah. So, as you will recall, when we were talking about Q3, there was a number of things that challenged, in particular in the
Transformers business throughout the year. So, we started the year with some price/cost headwinds, particularly around opening backlog. We had the
hurricane in Q3, and then we did have some productivity issues in the first part of the year. What we feel good about is that sequentially from Q3 to Q4, we
did see improvement on the initiatives that have been put into place and the margin expansion. It just didn’t meet quite our expectation that we were wanting
to get to. So, we’re seeing improvements, just a little bit slower than anticipated. As we look into 2019, we do see some modest top line growth in the
business and significant margin expansion across Engineered Solutions. We called out 150 basis points of improvement, of
 



 
which Transformers will be a significant portion of the driver of that, as will continuing to mix up in our parts and components initiatives in the process
cooling.
 
[Q] - Robert Barry: Got it. And is there — like how should we think about the cadence of the margin? Is it fairly similar at about 8% all year or is there like
seasonality in there?
 
[A] - Scott Sproule (CFO): Are you talking about the timing of how we’ll start seeing it?
 
[Q] - Robert Barry: Or just — yeah, like I’m trying to think about how we should model the margins for Engineered sequencing through the year.
 
[A] - Scott Sproule (CFO): Yeah. It’ll be — you will see sequential — or year-over-year, I should say, improvement throughout the year. There will be steam
gathered, if you will, as you go throughout the year.
 
[Q] - Robert Barry: Okay.
 
[A] - Scott Sproule (CFO): Q3 is always the lowest quarter of the year. We have plant shutdowns for maintenance purposes in Q3. So, that’s always going to
be the lowest quarter of margin performance there.
 
[Q] - Robert Barry: Got it. Sorry for this, I’m still going through all the material. But the amortization that you are excluding, is that the $6 million that you
mention on slide 23?
 
[A] - Scott Sproule (CFO): Correct.
 
[Q] - Robert Barry: Okay. So, that’s about, what, $0.11 in 2019?
 
[A] - Scott Sproule (CFO): Yeah. $0.10 or $0.11, that’s right.
 
[Q] - Robert Barry: Got it. And then Sabik, did you say, I’m sorry, how much you expect that’s going to add to the outlook?
 
[A] - Scott Sproule (CFO): We didn’t quantify. We just said it was going to have a relatively modest impact for the year mostly due to the borrowing cost that
we have that will be really paid down towards the second half of the year.
 
[Q] - Robert Barry: Meaning it will be modestly dilutive?
 
[A] - Scott Sproule (CFO): No, no, no. It’ll be — it’s accretive. It’s just a modest amount from an EPS perspective.
 
[Q] - Robert Barry: Okay. Got it, got it. I guess just lastly, it sounds like South Africa is mostly in the rearview mirror at this point. I know you had given
some outlook for cash flow there. And from a cash flow perspective, is that like kind of a low-single-digit-million kind of outflow this year or how should we
think about that?
 
[A] - Scott Sproule (CFO): Yeah. I think for South Africa, just going back to the beginning of last year, we said it will be $25 million to $30 million in net
usage for the projects for the completion of our time in the projects, which was going to be front-end loaded, right. And
 



 
so, obviously, we reported we’d do the full year about $24 million of net usage. So, we expect that there could be some modest — and I think it would be
modest single-digit type of net for the year if you’re looking at 2019. There could be periods where there’ll be pluses and minuses associated with that, just
timing of inflows and outflows on the project.
 
So, we’re feeling good about where we are. We have one last work stream that we are working on. So, we had very significant progress on achieving our
milestones we set out to achieve in 2018. So, we feel very good. We’re always cautious with South Africa. It’s just — it’s a volatile environment, just the
overall environment for the country and then these projects. But we’re feeling good that we’re completing our construction works by the end of the year.
 
[Q] - Robert Barry: All right. Thanks, Scott.
 
[A] - Scott Sproule (CFO): Thanks.
 
Operator
 
We have a follow-up question from Damian Karas. Your line is now open.
 
[Q] - Damian Karas: Hey. Can you hear me?
 
[A] - Paul Clegg (IR): We can hear you now, Damian, yeah.
 
[Q] - Damian Karas: Great. Sorry about that. I just wanted to ask a quick follow-up on the Transformer business. It sounds like you don’t have expectations of
any transformative change in the environment there. Just kind of curious, thinking about if you sort of remain in a more sluggish pricing and growth
environment, longer term, do you still see a margin opportunity in Transformers? And I’m just curious if you could maybe elaborate on whether you’re seeing
any notable differences in the quarter between the small, medium and the higher voltage classes.
 
[A] - Gene Lowe (CEO): Yeah. Damian, this is Gene. Let me take a crack at that. I think with Transformers, what I would say and what we’ve talked about
over the past couple of years is it is a fairly competitive market. We think we have a really good business with a strong competitive position, really a leader in
the medium power transformer market, and that’s the largest portion of the transformer market. I think if you look at 2016 and 2017, really nice operational
improvement, as we talked about getting up to low-teens EBITDA margins, really nice positive impacts. But we did take a step backwards in 2018. And the
biggest things that impact us was there is a lot of impacts on input costs and the tariffs, and some of the flow-through of those.
 
But there’s also — we went a little bit backwards in execution. And where I sit, we are seeing nice sequential progress in the performance of the team. We
have seen a lot of initiatives getting that business to where we want it to be. But the way I think about that business, as we’ve talked about, is one, we think
there is more margins dollars there and the team is very focused on all of the operational excellence, value engineering, engineering design
 



 
processes to continue to expand margins there. And we do think there is opportunities there. But to have a really significant impact on margin, you’d have to
get price.
 
We had mentioned we had been pushing for price in a couple of areas last year, and we’d seen some pockets of price. But we don’t think the pricing level has
really changed that much in the market today. And so, what we’ve always said is we’re not going to sit around and wait for price to happen. We’re going to
improve our operations. We’re going to improve our — the engineering design of our products. We’re going to improve our productivity. We’re going to
improve our cost position. And that is what really drove a lot of the margins in the first couple of years. So, I feel good about where we are. I do believe we’re
going to bounce back in Engineered Solutions, and I do think there’s further margin opportunities there.
 
[A] - Scott Sproule (CFO): And Damian, this is Scott. I just want to add. I think we spend a lot of time looking at this, and I do think that there were a lot of
more one-time unusual items that impacted us in 2018. We have our arms around those. We do feel like this business at a normal operational level is a — as
Gene said, kind of a lower mid-teens EBITDA margin business. And we feel good about that. We feel good about demonstrating that in 2019, and then
growing on there as we move forward. So, I think there is still a lot of value creation to come here.
 
[Q] - Damian Karas: Okay, that’s really helpful. Thanks again.
 
[A] - Gene Lowe (CEO): Thanks, Damian.
 
Operator
 
And I’m not showing any further questions at this time. I would now like to turn the call back over to Paul Clegg (IR) for any further remarks.
 
Paul Clegg (IR)
 
Thanks, Muriel, and thanks to all of you for joining the call today. We look forward to seeing many of you at our Analyst Day in New York next month and
updating you again next quarter. Have a good evening.
 
Operator
 
Ladies and gentlemen, thank you for participating in today’s conference. This does conclude today’s program and you may all disconnect. Everyone, have a
wonderful day.
 
[Call ended]
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February 14, 2019 2 Certain statements contained in this presentation that are not historical facts, including any statements as to future market conditions, results of operations, and financial projections, are forward-looking statements within the meaning of Section 21E of the Securities Exchange Act of 1934, as amended, and are subject to the safe harbor created thereby. These forward-looking statements are subject to risks, uncertainties, and other factors which could cause actual results to differ materially from future express or implied results. Although SPX believes that the expectations reflected in its forward-looking statements are reasonable, it can give no assurance that such expectations will prove to be correct. In addition, estimates of future operating results are based on the company’s existing operations and complement of businesses, which are subject to change. Particular risks facing SPX include risks relating to market specific cycles and weather related fluctuations; economic, business, and other risks stemming from changes in the economy; legal and regulatory risks; cost of raw materials; pricing pressures; our reliance on U.S. revenues and international operations; our 2015 spin-off transaction; the effectiveness, success, and timing of restructuring plans; our ability to manage changes and measure and estimate the expected revenue and cost associated with our power projects in South Africa; pension funding requirements; liabilities retained in connection with dispositions; and integration of acquisitions and achievement of anticipated synergies. More
information regarding such risks can be found in SPX’s Annual Report on Form 10-K and other SEC filings. Statements in this presentation are only as of the time made, and SPX disclaims any responsibility to update or revise such statements except as required by regulatory authorities. This and presented in accordance with GAAP is available in the appendices of this presentation and our recent earnings release. We believe that these non-presentation includes non-GAAP financial measures, noted as “Adjusted” or “organic.” A reconciliation of the non-GAAP financial measures with the most comparable measures calculated GAAP measures are useful to investors in evaluating our operating performance and our management of business from period to period. Adjusted results are non-GAAP financial measures and excludes, among other items, results of the Heat Transfer and South African operations categorized as “All Other” in the company’s reporting structure. We have not reconciled non-GAAP financial measures guidance to their nearest GAAP equivalents because we do not provide guidance for items that we do not consider indicative of our on-going performance and that are out of our control and/or cannot be reasonably predicted. Accordingly, a reconciliation of the non-GAAP financial measure guidance to the corresponding GAAP financial measures is not available without unreasonable effort.
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Full-Year 2018 Adjusted EPS* of $2.20, +26% Adjusted segment income* grew $22 million Robust demand and volumes in HVAC Solid Detection & Measurement margin performance Solid financial condition provides substantial capital for value creation initiatives Adjusted Free Cash Flow* conversion of 125% of Adjusted net income* Net leverage toward lower end of long-term target range Well positioned to deliver on double digit earnings growth and value creation strategy Performance Highlights February 14, 2019 4 Introducing Full-Year 2019 Adjusted EPS* Guidance in a Range of $2.50-2.65; Excluding Amortization and Including Sabik Acquisition *Non-GAAP financial measure. Reconciliations from US GAAP financial measures are available in the Appendix of the presentation. Note: We have not reconciled non-GAAP financial measures guidance to their nearest GAAP equivalents because we do not provide guidance for items that we do not consider indicative of our on-going performance and that are out of our control and/or cannot be reasonably predicted. Accordingly, a reconciliation of the non-GAAP financial measure guidance to the corresponding GAAP financial measures is not available without unreasonable effort.

 



Year-over-Year Analysis Adjusted Results Q4 2018 and Full-Year 2018 ($ millions) Adjusted Q4 operating income growth of 52% Adjusted Q4 operating income margin expansion of 350 basis points driven by HVAC and Detection and Measurement Adjusted full-year operating income growth of 22% driven by HVAC and Detection & Measurement performance 5 Q4 Full-Year February 14, 2019 Q4 Adjusted EPS of $0.89; Full-Year Adjusted EPS of $2.20; Full-Year Adjusted EPS of $2.27, Excluding Amortization Note: Adjusted results are non-GAAP financial measures that exclude, among other items, the results of the South African and Heat Transfer operations categorized as “All Other” in the company’s reporting structure. Reconciliations from US GAAP financial measures are available in the Appendix of the presentation. †Adjusted Operating Income margin excluding amortization. 14.1%† 10.2%† $379 $429 Q4 2017 Q4 2018 Adjusted Revenue 10.3% 13.8% Adjusted Operating Income Margin $1,332 $1,441 FY 2017 FY 2018 8.8% 9.9%

 



Value Creation Roadmap SPX Business System Organic Growth Culture & Values Inorganic Growth New products New channels Adjacent markets Focus in HVAC and D&M Significant capital to deploy Large target pipeline Policy deployment Operational excellence Due diligence/integration Leadership development Results/accountability Integrity February 14, 2019 6
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Earnings Per Share February 14, 2019 8 Full-Year 2018 Adjusted EPS* growth of 26% Q4 and Full-Year 2018 Adjusted EPS Note: Adjusted results are non-GAAP financial measures that exclude, among other items, the results of the South African and Heat Transfer operations categorized as “All Other” in the company’s reporting structure. Reconciliations from US GAAP financial measures are available in the Appendix of the presentation. * “Other” includes favorable discrete tax items in 2017 and 2018; loss on sale of Dry Cooling business in 2018; stranded costs and tax reform-related adjustments in 2018; loss on refinancing of senior credit agreement in 2017 and 2018; gain on interest rate swaps in 2017; adjustment for foreign currency losses associated with South African operations in 2017 and 2018; and tax effects associated with these adjustments. Q4 2018 Q4 2017 FY 2018 FY 2017 GAAP EPS from continuing operations $0.88 $1.35 $1.75 $1.91 South Africa and Heat Transfer ($0.03) ($0.73) $0.26 ($0.11) Acquisition-related $0.07 NA $0.22 NA Non-service pension & other* $(0.03) ($0.03) $(0.03) ($0.06) Adjusted EPS from continuing operations $0.89 $0.59 $2.20 $1.74 Adjusted EPS excluding deal amortization $0.92 $0.59 $2.27 $1.75

 



Year-over-Year Analysis Adjusted Results Q4 2018 and Full-Year 2018 February 14, 2019 9 Full-Year 2018 Increase in Adjusted Segment Income of $22M with 50 Basis Points of Expansion Q4 Adjusted Revenue: 13.0% year-over-year increase: 6.3% acquisition impact 6.7% increase primarily due to strong performance in HVAC segment Q4 Adjusted Segment Income and Margin: $17.1M increase in Adjusted segment income 220 basis points of Adjusted margin expansion due primarily to stronger HVAC heating and Detection & Measurement results ($ millions) 9 Q4 Full-Year 17.6%† 14.3%† Note: Adjusted results are non-GAAP financial measures that exclude, among other items, the results of the South African and Heat Transfer operations categorized as “All Other” in the company’s reporting structure. Reconciliations from US GAAP financial measures are available in the Appendix of the presentation. †Adjusted Segment Income margin excluding amortization. $379 $429 Q4 2017 Q4 2018 Adjusted Revenue 15.1% 17.3% Adjusted Segment Income Margin $1,332 $1,441 FY 2017 FY 2018 13.6% 14.1%

 



Year-over-Year Analysis HVAC Results Q4 2018 and Full-Year 2018 February 14, 2019 10 Strong Margin Recovery in 2018 Q4 Revenue: 13.3% year-over-year increase 13.9% organic increase*, with significant growth in heating volumes and solid cooling sales growth (0.6%) unfavorable currency impact Q4 Segment Income and Margin: $10.7M increase in segment income; 390 basis points margin expansion Leverage on strong seasonal demand and competitive wins Prior year period impact of legal charge and lower plant utilization ($ millions) Q4 Full-Year *Non-GAAP financial measure. Reconciliations from US GAAP financial measures are available in the Appendix of the presentation. $161 $183 Q4 2017 Q4 2018 Revenue 16.5% 20.4% Segment Income Margin $511 $582 FY 2017 FY 2018 14.5% 15.5%

 



Year-over-Year Analysis Detection & Measurement Adjusted Results Q4 2018 and Full-Year 2018 11 Q4 Adjusted Revenue: 28.7% year-over-year increase: 31.9% increase from acquisitions (2.3%) organic decrease* due to timing of project revenues (0.9%) unfavorable currency impact Q4 Adjusted Segment Income and Margin: $7.2M increase in Adjusted segment income* 200 basis points of Adjusted segment margin* expansion due primarily to favorable mix and operational performance ($ millions) Acquisitions Significantly Reshaping Detection & Measurement February 14, 2019 Q4 Full-Year *Non-GAAP financial measure. Reconciliations from US GAAP financial measures are available in the Appendix of the presentation. †Adjusted Segment Income margin excluding deal amortization. 27.7%† 25.3%† $260 $321 FY 2017 FY 2018 24.4% 24.4%

 



Year-over-Year Analysis Engineered Solutions Q4 2018 and Full-Year 2018 Results February 14, 2019 12 Strong Process Cooling Components Sales; Anticipate Margin Improvement in 2019 Q4 Revenue: 4.4% year-over-year increase: Higher Process Cooling volumes; modestly higher Transformer revenues Q4 Segment Income and Margin: $0.8M decrease in segment income 90 basis points margin decline ($ millions) Q4 Full-Year $143 $149 Q4 2017 Q4 2018 Revenue 8.5% 7.6% Segment Income Margin $561 $537 FY 2017 FY 2018 7.9% 6.5%

 



Financial Position, Liquidity Review and 2019 Guidance Scott Sproule February 14, 2019

 



Financial Position Year-End Net Leverage Toward Lower End of Target Range of 1.5-2.5x Capital Structure Update ($ millions) 14 February 14, 2019 FYE 2018 Short-term debt $ 31.9 Current maturities of long-term debt 18.0 Long-term debt 331.9 Total Debt $ 381.8 Less: Cash on hand (68.8) Net Debt $ 313.0 *Calculated as defined by SPX’s credit facility agreement. 2.0x 2.3x 1.7x 2.7x 1.9x 1.5 - 2.5x Q3'18 Q4'18 Pro forma LT Target Leverage Ratios* Bank Net Leverage Gross Leverage Incl . Sabik Financing

 



2019 Adjusted Guidance Excluding Amortization (Including Sabik) Excluding Amortization and Including Sabik Acquisition - Adjusted Operating Income in a Range of $162-172 Million (~11% margin); Adjusted EPS in a Range of $2.50-2.65 Revenue Segment Income Margin HVAC In a range of $570-580 million In a range of 15.5-16.0%, or +25 bps at midpoint vs 2018 Detection & Measurement In a range of a $385-395 million In a range of 23-24%, ex amortization Engineered Solutions In a range of $530-540 million ~8%, or +150 bps vs 2018 Total SPX Adjusted ~$1.50 billion ~15%, ex amortization Note: Adjusted results are non-GAAP financial measures and excludes, among other items, results of the Heat Transfer and South African operations categorized as “All Other” in the company’s reporting structure. We have not reconciled non-GAAP financial measures guidance to their nearest GAAP equivalents because we do not provide guidance for items that we do not consider indicative of our on-going performance and that are out of our control and/or cannot be reasonably predicted. Accordingly, a reconciliation of the non-GAAP financial measure guidance to the corresponding GAAP financial measures is not available without unreasonable effort. 15 February 14, 2019

 



End Market Overview and Closing Remarks February 14, 2019 Gene Lowe

 



Market Commentary Core Markets Continue to Perform Well Market Comments Cooling: Commercial and institutional markets remain healthy Heating: 2018 seasonal demand above long-term average Strong project conversion; frontlog activity remains strong Run-rate markets remain solid Key customer activity and bookings remain steady Market pricing remains competitive Demand for components remains favorable Some project timing moving forward into 2020 HVAC Detection & Measurement Transformers Process Cooling February 14, 2019 17

 



Executive Summary 18 Continuing to Execute on Plan for Significant Value Creation Operational and cash flow performance remains strong On track for sustainable double digit earnings growth Substantial available capital to deploy by end of 2020 Acquisition integrations going well; M&A pipeline robust February 14, 2019
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Weaker-Than-Anticipated Price-Cost Tailwind Commercial Growth Decelerates Weaker-Than Normal Seasonal Heating Demand Delayed Project-Related Sales Stronger-Than-Normal Seasonal Heating Demand Commercial Growth Accelerates Greater-Than-Anticipated Price-Cost Tailwinds Accelerated Project-Related Sales $2.65 $2.50 $2.58 High Case Base Case Low Case Favorable Economic Policy/Infrastructure Stimulus Unfavorable Political Events/Economic Instability 2019 Adjusted EPS Guidance - Key Drivers February 14, 2019 21 Note: Adjusted results are non-GAAP financial measures and excludes, among other items, results of the Heat Transfer and South African operations categorized as “All Other” in the company’s reporting structure. We have not reconciled non-GAAP financial measures guidance to their nearest GAAP equivalents because we do not provide guidance for items that we do not consider indicative of our on-going performance and that are out of our control and/or cannot be reasonably predicted. Accordingly, a reconciliation of the non-GAAP financial measure guidance to the corresponding GAAP financial measures is not available without unreasonable effort.

 



Adjusted* Segment Income Phasing February 14, 2019 22 ($ millions) *Adjusted results are non-GAAP financial measures that exclude, among other items, the results of the South African and Heat Transfer operations categorized as “All Other” in the company’s reporting structure. Reconciliations from US GAAP financial measures for 2018 and for 2017, are available in the Appendix of the presentation. 22% 25% 22% 31% 20% 23% 20% 37% Q1 Q2 Q3 Q4 2017 2018 Q1 2018 Q2 2018 Q3 2018 Q4 2018 GAAP 37.0 41.0 29.6 70.9 Exclude: "All other" (4.1) (4.4) (8.0) (2.4) Exclude: One time acquisition related costs (0.3) (1.8) (2.9) (0.9) Adjusted $41.4 $47.2 $40.5 $74.2 % of full-year 20% 23% 20% 37% Q1 2017 Q2 2017 Q3 2017 Q4 2017 GAAP 34.3 20.7 45.4 24.5 Exclude: "All other" (5.3) (24.6) 5.7 (32.6) Adjusted $39.6 $45.3 $39.7 $57.1 % of full-year 22% 25% 22% 31%

 



2019 Modeling Considerations Metric Commentary/Assumptions Corporate costs Low $40Ms Long-term incentive comp $14-15M Restructuring costs $1M Interest cost $21-22M Equity earnings, other $4-5M Tax rate Approximately 23% Capex $15-17M Cash cost of pension + OPEB Approximately $16M D&A Approximately $32M, mostly in COGS, including approximately $6M of amortization Share count 45.0-45.5M FCF Conversion Targeting 110% of Adjusted Net Income Currency effect Topline sensitivity to USD-GBP rate February 14, 2019 23

 



2018 Engineered Solutions Quarterly Results February 14, 2019 24 Q1 2018 Q2 2018 Q3 2018 Q4 2018 FY 2018 REVENUE 127.9 $ 135.3 $ 124.7 $ 149.1 $ 537.0 $ INCOME 6.9 $ 10.4 $ 6.4 $ 11.3 $ 35.0 $ as a percent of segment revenue 5.4 % 7.7 % 5.1 % 7.6 % 6.5 %

 



Q4 2018 U.S GAAP to Adjusted Earnings Per Share Reconciliation February 14, 2019 25 ($ millions, except per share values) (1) Adjustment represents the removal of operating losses associated with the South Africa and Heat Transfer businesses, and the inventory step-up charge and backlog amortization related to the Cues acquisition. (2) Adjustment represents the removal of acquisition related expenses incurred during the period and corporate costs allocated to Heat Transfer that will remain post wind-down. (3) Adjustment represents removal of restructuring charges associated with the South Africa and Heat Transfer businesses. (4) Adjustment represents the removal of non-service pension and postretirement items and removal of foreign currency losses associated with the South Africa and Heat Transfer businesses. (5) Adjustment represents the removal of a non-cash charge associated with an amendment to our senior credit agreement. (6) Adjustment represents the tax impact of items (1) through (5) above and the removal of certain income tax benefits that are considered non-recurring. GAAP Adjustments Adjusted Segment income (1) 70.9 $ 3.3 $ 74.2 $ Corporate expense (2) (13.7) 2.4 (11.3) Long-term incentive compensation expense (3.1) — (3.1) Special charges, net (3) (1.7) 1.0 (0.7) Loss on sale of dry cooling (0.2) 0.2 — Operating income 52.2 6.9 59.1 Other expense, net (4) (11.5) 7.3 (4.2) Interest expense, net (5.8) — (5.8) Loss on amendment/refinancing of senior credit agreement (5) (0.4) 0.4 — Income from continuing operations before income
taxes 34.5 14.6 49.1 Income tax (provision) benefit (6) 4.8 (14.2) (9.4) Income from continuing operations 39.3 0.4 39.7 Dilutive shares outstanding 44.652 44.652 Earnings per share from continuing operations 0.88 $ 0.89 $

 



Q4 2017 U.S GAAP to Adjusted Earnings Per Share Reconciliation 26 ($ millions, except per share values) February 14, 2019 GAAP Adjustments Adjusted Segment income (1) 24.5 $ 32.6 $ 57.1 $ Corporate expense (12.5) (0.3) (12.8) Long-term incentive compensation expense (5.4) — (5.4) Special charges, net (2) (0.7) 0.7 — Operating income 5.9 33.0 38.9 Other expense, net (3) (3.1) 2.9 (0.2) Interest expense, net (4) (3.8) 0.1 (3.7) Loss on early extinguishment of debt (5) (0.9) 0.9 — Income (loss) from continuing operations before income taxes (1.9) 36.9 35.0 Income tax (provision) benefit (6) 61.9 (70.6) (8.7) Income from continuing operations 60.0 (33.7) 26.3 Dilutive shares outstanding 44.401 44.401 Earnings per share from continuing operations 1.35 $ 0.59 $ (1) Adjustment represents the removal of operating losses associated with the South Africa business and the operating income of the Heat Transfer business. (2) Adjustment represents removal of restructuring charges associated with the South Africa and Heat Transfer businesses. (3) Adjustment represents removal of a gain on interest rate swaps, as these swaps no longer qualified for hedge accounting in connection with an amendment to our senior credit agreement, foreign currency losses associated with the South Africa and Heat Transfer businesses, and non-service pension and post-retirement items. (4) Adjustment relates to the removal of interest expense incurred in connection with borrowings under a line of credit in South Africa. (5) Adjustment represents the removal of a non-cash charge
associated with an amendment to our senior credit agreement. (6) Adjustment represents the tax impact of items (1) through (5) above and the removal of certain income tax benefits that are considered non-recurring.

 



FY 2018 U.S GAAP to Adjusted Earnings Per Share Reconciliation 27 ($ millions, except per share values) February 14, 2019 GAAP Adjustments Adjusted Segment income (1) 178.5 $ 24.8 $ 203.3 $ Corporate expense (2) (48.5) 4.9 (43.6) Long-term incentive compensation expense (15.5) — (15.5) Special charges, net (3) (6.3) 5.0 (1.3) Loss on sale of dry cooling (0.6) 0.6 — Operating income 107.6 35.3 142.9 Other income (expense), net (4) (7.6) 8.5 0.9 Interest expense, net (20.0) — (20.0) Loss on amendment/refinancing of senior credit agreement (5) (0.4) 0.4 — Income from continuing operations before income taxes 79.6 44.2 123.8 Income tax provision (6) (1.4) (24.0) (25.4) Income from continuing operations 78.2 20.2 98.4 Dilutive shares outstanding 44.660 44.660 Earnings per share from continuing operations 1.75 $ 2.20 $ (1) Adjustment represents the removal of operating losses associated with the South Africa and Heat Transfer businesses, and the inventory step-up charge and backlog amortization related to the Cues and Schonstedt acquisitions. (2) Adjustment represents the removal of acquisition related expenses incurred during the period partially offset by corporate costs allocated to Heat Transfer that will remain post wind-down. (3) Adjustment represents removal of restructuring charges associated with the South Africa and Heat Transfer businesses. (4) Adjustment represents the removal of non-service pension and postretirement items and removal of foreign currency losses associated with the South Africa and Heat Transfer businesses. (5)
Adjustment represents the removal of a non-cash charge associated with an amendment to our senior credit agreement. (6) Adjustment represents the tax impact of items (1) through (5) above and the removal of certain income tax benefits that are considered non-recurring.

 



FY 2017 U.S GAAP to Adjusted Earnings Per Share Reconciliation 28 ($ millions, except per share values) February 14, 2019 GAAP Adjustments Adjusted Segment income (1) 124.9 $ 56.8 $ 181.7 $ Corporate expense (46.2) (0.9) (47.1) Long-term incentive compensation expense (15.8) — (15.8) Pension service cost (0.3) — (0.3) Special charges, net (2) (2.7) 1.5 (1.2) Operating income 59.9 57.4 117.3 Other expense, net (3) (7.1) 5.4 (1.7) Interest expense, net (4) (15.8) 0.6 (15.2) Loss on amendment/refinancing of senior credit agreement (5) (0.9) 0.9 — Income from continuing operations before income taxes 36.1 64.3 100.4 Income tax provision (benefit) (6) 47.9 (72.0) (24.1) Income from continuing operations 84.0 (7.7) 76.3 Dilutive shares outstanding 43.905 43.905 Earnings per share from continuing operations 1.91 $ 1.74 $ (1) Adjustment represents the removal of operating losses associated with the South Africa business and the operating income of the Heat Transfer business. (2) Adjustment represents removal of restructuring charges associated with the South Africa and Heat Transfer businesses. (3) Adjustment represents removal of a gain on interest rate swaps, as these swaps no longer qualified for hedge accounting in connection with an amendment to our senior credit agreement, foreign currency losses associated with the South Africa and Heat Transfer businesses, and the removal of non-service pension and postretirement items. (4) Adjustment relates to the removal of interest expense incurred in connection with borrowings under a line of credit in
South Africa. (5) Adjustment represents the removal of a non-cash charge associated with an amendment to our senior credit agreement. (6) Adjustment represents the tax impact of items (1) through (5) above and the removal of certain income tax benefits that are considered non-recurring.

 



Q4 and FY 2018 and 2017 U.S. GAAP to Adjusted Operating Income Reconciliation February 14, 2019 29 ($ millions) December 31, 2018 December 31, 2017 December 31, 2018 December 31, 2017 Operating income 52.2 $ 5.9 $ 107.6 $ 59.9 $ Exclude: Aggregate losses of the South Africa and Heat Transfer businesses (1) (3.1) (33.0) (23.2) (57.4) One time acquisition related costs (2) (3.6) — (11.5) — Loss on sale of Dry Cooling (0.2) — (0.6) — Adjusted operating income 59.1 $ 38.9 $ 142.9 $ 117.3 $ as a percent of Adjusted revenues (3) 13.8 % 10.3 % 9.9 % 8.8 % (1) Represents the removal of the financial results of these businesses, inclusive of "special charges" of $1.0 and $0.7 during the three months ended December 31, 2018 and 2017, respectively, and $5.0 and $1.5 during the twelve months ended December 31, 2018 and 2017, respectively. (2) Represents charges for the Cues acquisition during the three months ended December 31, 2018 associated with inventory step-up of $0.2, backlog amortization of $0.2, and integration and transaction costs of $3.2, and charges during the twelve months ended December 31, 2018 associated with the Cues acquisition (inventory step-up of $4.3, backlog amortization of $0.8, and integration and transaction costs of $5.4) and Schonstedt acquisition (inventory step-up of $0.3 and transaction-related fees of $0.7). (3) See "Results of Reportable and Other Operating Segments" from our Q4 earnings release for applicable percentages based on U.S. GAAP results. Three months ended Fiscal Year

 



Q4 2018 U.S. GAAP Revenue to Organic Revenue Reconciliation February 14, 2019 30 HVAC Detection & Measurement Net Revenue Growth 13.3 % 28.7 % ** Exclude: Foreign Currency (0.6) % (0.9) % Exclude: Acquisitions — % 31.9 % Organic Revenue Growth (Decline) 13.9 % (2.3) % ** Represents revenue growth based on adjusted revenue. See separate summary for a reconciliation of U.S. GAAP revenue to adjusted revenue. Three months ended December 31, 2018

 



Q4 and FY 2018 and 2017 U.S. GAAP to Adjusted Revenue and Adjusted Segment Income Reconciliation February 14, 2019 31 CONSOLIDATED SPX: December 31, 2018 December 31, 2017 December 31, 2018 December 31, 2017 Consolidated revenue 445.0 $ 387.0 $ 1,538.6 $ 1,425.8 $ Exclude: "All Other" operating segments (1) 16.8 7.7 98.6 93.8 Acquisition accounting adjustment to acquired deferred revenue (0.5) — (0.5) — Adjusted consolidated revenue 428.7 $ 379.3 $ 1,440.5 $ 1,332.0 $ Total segment income 70.9 $ 24.5 $ 178.5 $ 124.9 $ Exclude: "All Other" operating segments (1) (2.4) (32.6) (18.9) (56.8) Exclude: One time acquisition related costs (0.9) — (5.9) — Adjusted segment income 74.2 $ 57.1 $ 203.3 $ 181.7 $ as a percent of Adjusted consolidated revenues (2) 17.3 % 15.1 % 14.1 % 13.6 % DETECTION & MEASUREMENT SEGMENT: December 31, 2018 December 31, 2017 December 31, 2018 December 31, 2017 Detection & Measurement segment revenue 96.4 $ 75.3 $ 320.9 $ 260.3 $ Acquisition accounting adjustment to acquired deferred revenue (0.5) — (0.5) — Detection & Measurement adjusted segment revenue 96.9 $ 75.3 $ 321.4 $ 260.3 $ Detection & Measurement segment income 24.7 $ 18.4 $ 72.4 $ 63.4 $ Exclude: One time acquisition related costs (3) (0.9) — (5.9) — Detection & Measurement adjusted segment income 25.6 $ 18.4 $ 78.3 $ 63.4 $ as a percent of Detection & Measurement Adjusted segment revenues (2) 26.4 % 24.4 % 24.4 % 24.4 % (2) See "Results of Reportable and Other Operating Segments"
from our Q4 earnings release for applicable percentages based on GAAP results. (3) Primarily represents additional "Cost of products sold" and "Intangibles amortization" recorded during the three and twelve months ended December 31, 2018 related to the step-up of inventory (to fair value) and customer backlog amortization, respectively, acquired in connection with the Cues and Schonstedt acquisitions. Three months ended Fiscal Year (1) Represents the removal of the financial results of our South Africa and Heat Transfer businesses. Note: These businesses are now being reported as an "All Other" group of operating segments for U.S. GAAP purposes due to certain wind-down activities that are occurring within these businesses. Three months ended Fiscal Year

 



Q4 and FY 2018 Adjusted Income Excluding Deal Related Amortization ($ millions) February 14, 2019 32 ADJUSTED OPERATING INCOME Q4 2018 FY 2018 Adjusted operating income 59.1 $ 142.9 $ Exclude: Deal related amortization cost 1.5 3.3 Adjusted operating income excluding deal amortization cost 60.5 $ 146.2 $ as a percent of Adjusted revenue 14.1 % 10.2 % ADJUSTED SEGMENT INCOME Adjusted segment income 74.2 $ 203.3 $ Exclude: Deal related amortization cost 1.3 3.4 Adjusted segment income excluding deal amortization cost 75.5 $ 206.7 $ as a percent of Adjusted revenue 17.6 % 14.3 % DETECTION & MEASUREMENT SEGMENT INCOME Adjusted segment income 25.6 $ 78.3 $ Exclude: Deal related amortization cost 1.2 2.9 Segment income excluding deal amortization cost 26.8 $ 81.2 $ as a percent of Adjusted segment revenue 27.7 % 25.3 % ADJUSTED NET INCOME Adjusted net income 39.7 $ 98.4 $ Exclude: Deal related amortization cost net of tax 1.10 2.6 Adjusted net income excluding deal amortization cost 40.8 $ 101.0 $ Adjusted EPS excluding deal amortization cost 0.92 $ 2.27 $ Diluted Shares Outstanding 44.652 44.660

 



Q4 2018 Debt Reconciliation February 14, 2019 33 ($ millions) 1) Excludes unamortized debt issuance costs associated with term loan of $1.9m. Note: Adjusted net debt as defined by SPX's current credit facility agreement. Q4 2018 Short-term debt 31.9 $ Current maturities of long-term debt 18.0 Long-term debt (1) 331.9 Gross debt 381.8 Less: Purchase card program and extended payables (2.5) Adjusted gross debt 379.3 Less: Cash and equivalents (68.8) Adjusted net debt 310.5 $

 



FY 2018 Consolidated Adjusted EBITDA Reconciliation February 14, 2019 34 ($ millions) Note: Consolidated EBITDA as defined by SPX's current credit facility agreement. FY 2018 Net income from continuing operations attributable to SPX Corporation common shareholders 78.2 $ Income tax provision (benefit) 1.4 $ Interest expense 21.5 Income from continuing operations before interest and taxes 101.1 Depreciation and amortization 29.2 EBITDA 130.3 Adjustments: Non-cash compensation 21.0 Pension adjustments 8.2 Extraordinary non-cash charges, (gains), net (2.5) Extraordinary non-recurring cash charges, net 23.3 Material acquisition/disposition related fees, costs, or expenses,net 3.3 Pro forma effect of acquisitions and divestitures, and other 7.3 Adjusted EBITDA 190.9 $

 



FY 2018 U.S. GAAP to Adjusted Free Cash Flow from Continuing Operations February 14, 2019 35 ($ millions) Note: Adjusted results are non-GAAP financial measures that exclude, among other items, the results of the South African and Heat Transfer operations categorized as “All Other” in the company’s reporting structure. Reconciliations from US GAAP financial measures are available in the Appendix of the presentation. FY 2018 Net operating cash flow from continuing operations 112.9 $ Capital expenditures - continuing operations (12.4) Free cash flow used in continuing operations 100.5 Adjustment for "All other" 22.3 Adjusted free cash flow from continuing operations 122.8 $

 


